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Financial Highlights
Years Ended March 31, 2007 and 2008

Net Sales  Net Income  Total Assets
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Millions of Yen
Thousands of 

U.S. dollars (Note)

2007 2008 2008

Net sales  ¥229,574 ¥238,967 $2,385,137 

Income before income taxes and minority interest  1,755 1,996 19,927

Net income  893 887 8,854

Total assets  78,788 81,023 808,698

Property, plant and equipment  19,724 20,776 207,368

Net assets  23,184 23,517 234,727

Japanese yen U.S. dollars

Amounts per share of Common Stock:

Net Income-basic  ¥12.38 ¥11.95 $0.12 

-diluted  12.37 11.94 0.12

Net Assets  316.58 310.09 3.10

Cash Dividends  7.00 7.00 0.07

Note.  U.S. dollar amounts are translated for convenience only at the rate of ¥100.19 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, 2008, a moderate 
economic recovery was sustained in Japan. During the latter half of 
the year, however, the economy began to gradually slow down due to 
the effects of the steep rise in oil prices and subprime loan debacle in 
the U.S.

Employee wages remained at the same level, while households 
tended to hold down spending against the continuously rising prices 
of gasoline, foodstuff, and other daily items, resulting in sluggish 
personal consumption. 

The meat industry faced rising prices for raw materials due to the 
steep rise in grain prices against the background of increased demand 
for meat on a global scale, together with rising prices of packaging 
materials, fuel, and transportation costs due to the effects of rising 
crude oil prices. Amidst the stagnant growth of aggregate demand, 
pesticide contamination of food products imported from China also 
led to declines in the consumption of meat-related products. This 
brought forth a difficult situation in the meat industry, putting 
pressure on corporate profits.

Under these circumstances, Starzen Group continued to put in 
maximum efforts to achieve stable provision of safe products. 
Facilities at 41 locations had acquired the SQF2000 international 
standard for food security as of the end of March 2008, including the 
certifications granted in the previous consolidated fiscal year. Over 
70% of Starzen’s facilities have obtained this standard certification, 
and this has further increased customer confidence. 

Further, Starzen made focused efforts to enhance its supply sources 
both domestically and overseas. The Company transferred its total 
overseas business to Starzen International Co., Ltd., a wholly owned 
subsidiary of the Company, on October 1, 2007, and took the first step 
towards the shift to a holding company system through a split-up.

Starzen International Co., Ltd. opened its liaison office in Denmark as 
a center for the collection of product information and product 
purchasing in EU countries and their neighbors. Through this new 
office and the existing offices in Los Angeles in the U.S., Brisbane in 
Australia, and Tsingtao in China, it endeavors to enhance its supply 
sources overseas.

Domestically, the Group will work to strengthen its beef and pork 
production business and further increase the volume of traceable 
products. The Company added specialized facilities for processing 
offal meat to the Akune Plant of Starzen Meat Group Co., Ltd., 

proceeding with the development of new offal meat product at the 
Group. In addition, the Company reviewed and strengthened the 
production facilities at each of its manufacturing facilities in order to 
enhance its production system.

As a result, the consolidated sales amount in this fiscal year stood at 
238,967 million yen (up by 4.1% compared to last year). The current 
year operating profit was 2,360 million yen (up by 17.8% compared to 
last year) and ordinary profit was 2,677 million yen (up by 31.4% 
compared to last year). The net income after income tax was 887 
million yen (down by 0.7% compared to last year). This was mainly 
due to the recognition of an extraordinary loss in the amount of 785 
million yen, including 329 million yen transferred as provision for 
accrued pension and severance costs for directors and statutory 
auditors of past years according to a change in the accounting 
procedures accrued pension and severance costs for directors and 
statutory auditors in the consolidated fiscal year under review.

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

Against the backdrop of increased demand for meat worldwide, the 
volume of imported meat provided was constrained by rising prices 
in general. The Group, meanwhile, worked to strengthen the sales of 
beef produced in North America, and to handle safe and secure 
imported pork. The Group is expanding the sales of domestic beef 
and pork by developing original domestic beef products and 
enhancing the sales of pork with clear traceability.
As a result, sales of all meat products totaled 201,449 million yen 
(105.4% of last year).

Processed Meat 

The Group worked to expand sales of diced-cut steak and 
hamburgers for food service use, while promoting sales of consumer 
products, including Delica food products of the “Ginza Lohmeyer” 
brand. However, the effects of the steep rises in prices for principal 
raw materials and the poisoning of processed foods made in China 
pushed down the sales volumes, resulting in a sales amount of 23,925 
million yen (94.6% of last year). 

Ham and Sausage 

The Group exerted efforts to expand sales of ham and sausage, 
including the “Nasu-no-mori” and “Lohmeyer Fest-Essen” series, 
while working to spread the brand of Lohmeyer Corporation, the 
Company’s subsidiary. 
As a result of steady growth in the sales of consumers products and 
gift products of the Lohmeyer brand, the sales volume reached 8,576 
million yen (107.2% of last year).

Other Businesses 

Nothing out of the ordinary was noted in other businesses. Sales from 
all other businesses totaled 5,017 million yen (98.9% of last year).

Summary of Capital Investment

To respond to the diversifying needs and tougher sales competition, 
the Company made capital investments of 2,297 million yen during 
this fiscal year, mainly in the meat sales section.

In the meat sales section, 1,409 million yen was mainly used to 
establish new facilities at Yamagata sales branch in order to 
strengthen the meat sales system.
In the meat processing section, a capital investment of 559 million yen 
was made mainly for the construction of the Akune No. 2 Plant for 
Starzen Meat Group Co., Ltd.
In the breeding and feeding section, a capital investment of 190 
million yen was made mainly for the purchase of production facilities 
for Mihono Pork Co., Ltd.
In other business section, a capital investment of 139 million yen was 
made mainly for purchasing machineries and equipment for Aoki 
Noodles and Food Co., Ltd.

Ritsu Akiyama 
President
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Issue for the future

The meat industry faces various issues, including rising prices for 
feedstuff, packaging materials, and transportation due to the high 
prices of crude oil, as well as the risks of an outbreak of BSE or Avian 
flu. Under these circumstances, the Company will tackle the 
following issues to achieve more stable and strengthened corporate 
management while maintaining its efforts to provide safe and secure 
food in response to the customers’ needs. The Company will 
endeavor to achieve its mission statement, “The Starzen Group brings 
happiness to people by providing safe and quality foods.”

1. Shift to a holding company system through split-up

Through the split-up, the Company will delegate authority and 
responsibility to each business segment and clarify where 
responsibility lies to ensure that the business management of each 
segment will grow at a speedier pace and with enhanced efficiency. 
The Company will build a structure that will enable its own 
development as a Group. A demerger to transfer the imported meat 
wholesale segment of the Company’s overseas headquarters to 
Starzen International Co., Ltd. was completed on October 1, 2007. 
Further, a split-up of the Company’s domestic business headquarters 
is expected on October 1, 2008. Maintaining the meat wholesale 
segment as the core business of the Group, the Company will build a 
system to promote the enhancement and development of the beef and 
pork production business and production/sales business of meat 
products flexibly at individual corporations. Starzen, which will 
become a business holding company, will plan optimum strategies for 
the whole Group while strengthening functions for the distribution of 
management resources to each company and supporting each 
company with services such as administration, welfare, and 
accounting.

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

The self-sufficiency ratio of our nation’s food supply has been 
decreasing from year to year. As this happens, the growing 
population is also decreasing the export capacity of principal 
producer countries. Under these circumstances, we cannot depend 
freely on overseas countries for meat, as in previous times, due to the 
increased demand for meat in the BRICS and other expanding 
economies. Although more people tend to purchase domestic 
products from the viewpoint of safety and secure food, it is difficult to 
expand the production of meat domestically because of problems 
related to successors and the environment. The big challenge for 
Starzen will be to find a way to apply for the demand for meat as a 
Group with the wholesale meat business at its core. To respond to 
these issues, the Group will work to 1) expand the production centers 
of high-quality beef and pork in Japan, 2) expand supply sources 
overseas, work in close collaboration with overseas offices, and 
thereby strive to strengthen the provision system.

3. Expansion of sales shares

Starzen will continue to acquire new customers and promote the shift 
work system in business operations so as to establish a system 
operable 365 days a year. To respond to diversification of food, the 
Group will strive to branch out into diverse sales channels and 
increase the sales of meat and meat products for the expanding home-
meal replacement and restaurant markets. Starzen will also work to 
strengthen business centers in densely inhabited areas and promote 
the consolidation and abolition of existing offices with a view to 
achieving more efficient business operations.
Further, the Group will enhance the sales of consumer-type products 
and focus on sales of high value-added products.

4. Initiatives for product safety and secure food

This is the fourth year since the initiatives for the adoption of the 
SQF2000 system started. Though the standards have getting stricter 
year by year, but the Group will continue to promote the adoption of 
certification for SQF2000 at branches that have not yet obtained the 
certification.

5. Enhancement of corporate legal compliance structure 

Starzen will continue with the Ethical Committee partly composed of 
outside professionals established in 2003 and promote compliance 
activities. The members of the Ethical Committee will directly visit 
each branch, hold lectures on legal compliance at seminars for 
employees, and work to raise the morals and ethics on the compliance 
of each employee. Starzen will continue to have the Quality Control 
Department carry out internal control to ensure compliance 
management.

6. Development of human resources

To respond to the diversifying needs of customers and maintain its 
readiness to support to more segmentalized sales channels, Starzen 

will introduce training programs for different levels of employees, 
including seminars for the enhancement of merchandise know-how 
and improvement of marketing skills, education to develop next-
generation leaders, and ever-more enhanced training to strengthen 
the development of human resources.
To respond to the split-up of domestic sales subsidiaries expected to 
start on October 1, 2008, “Management Training Seminars” will be 
implemented to train managers who will take all of the possible 
measures for dealing with valued customers and omit nothing with 
regard to the internal control system.

7. Basic policies on the control of the Company

As an initiative to prevent the Company’s financial and business 
policies from being controlled by persons who are deemed 
inappropriate in the light of the “Basic policies on persons controlling 
the Company’s financial and business policies” (hereinafter the “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 a 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.

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. It will therefore be 
necessary to provide shareholders with sufficient information and 
time for consideration regarding large-scale purchases, in order to 
allow the shareholders to make proper judgments on the situation.

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

1)  A person planning to make a large-scale purchase of a company’s 
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 made with 
no intention 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. 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 active in developing and 
modernizing the industry in Japan.

In 1955, Starzen started the experimental import of frozen beef from 
Australia and the transportation of pork carcasses by own refrigerator 
trucks. It also promoted the standardization of carcasses, the principal 
constituent of distribution at the time, as primal cut, 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 continues to make company-wide efforts to 
improve its system for high quality control. To achieve this goal, the 
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scale Purchaser is required to provide. The Large-scale Purchaser 
is asked to provide the Company’s Board of Directors with 
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 (hereinafter the “Required 
Information for Evaluation”). 
Once the Large-scale Purchaser has provided the Required 
Information for Evaluation to the Company’s Board of Directors, 
the Board will specify an 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 the 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, and consult with the 
Independent Committee and refer 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 acquisition it 
uses, the Board of Directors may take countermeasures against 
the Large-scale Purchase to secure the Company’s corporate 
value and common interests of the shareholders, and apply 
measures such as the allocation of stock acquisition rights for no 
consideration or the implementation of defensive measures 
authorized by the Company Law, other relevant laws or 
regulations, or the Company’s Articles of Incorporation, while 
placing the highest value on the Independent Committee’s 
recommendations.

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 and the Board of Directors opposes the Large-
scale purchase, the only recourse of the Board of Directors will be 
to persuade shareholders by expressing a dissenting opinion or 
presenting an alternative plan. 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 or not to accept a 
proposal by the Large-scale Purchaser, taking into consideration 
the proposal by the Large-scale Purchaser and the opinions on 
the proposal and alternatives expressed by the Board of 
Directors.
If the Large-scale Purchaser complies with the Large-scale 
Purchase rules and 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, the Board of Directors may, 
in exceptional cases, decide to implement defensive measures in 
order to protect the Company’s corporate value and 
consequently, the common interests of its shareholders, while 
placing the highest value on the Independent Committee’s 
recommendations.

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
This Plan has taken effect upon approval of the shareholders at 
the 68th ordinary general meeting of shareholders, and will 
remain in effect and force until the close of the Company’s 71st 
ordinary general meeting of shareholders to be held by June 30, 

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 2008, a total of 41 
Starzen sales branches and manufacturing facilities had obtained the 
SQF2000 certification. 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 secure food, 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 from 
overseas to fill the insufficiency. Due to global economic expansion, 
however, significant changes are occurring in the supply and 
demand of food, and future deficiencies in the supply of meat and 
fish are increasingly anticipated.

Under these circumstances, Starzen will further enlarge its 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 (a physical 
distribution function constituting mainly route sales using 
refrigerator trucks, 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, transform itself to respond to important social challenges 
such as the low birthrate, ageing population, and the increase in 
single households in Japan, adapt itself to forms of consumption not 
seen before, and expand the range of options available to the 
company in response to changes of the times by establishing 
channels for procuring and selling foods other than meat.

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 Starzen’s 
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 has established a set of Independent Committee 
Regulations and formed an Independent Committee to ensure 
that this Plan is implemented properly, to prevent the 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 the duties of the Company, or from among external 
knowledgeable persons, in order to enable fair and neutral 
judgment.

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 a format provided by the Company, prior to the 
Large-scale Purchase or prior to the proposal of 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-
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2010. However, the Plan shall be abolished immediately upon the 
approval of any resolution to cancel the Plan at the general 
meeting of shareholders or 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 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 the 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 the 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 and time necessary to enable 
the shareholders of the Company to make the decision as to 
whether to accept the proposal of a Large-scale Purchase, or the 
information and time necessary to enable 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, if the Large-scale Purchase of the Company’s 
shares occurs.

The Plan becomes effective on 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 decision 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 the 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 “Customer Comes First” 
corporate philosophy.

Business Risks

Risks that may impact the business results, stock prices, and financial 
conditions of Starzen Group include the following.
Forward-looking statements included herein are the decisions of the 
Group made as of the end of the consolidated fiscal year under 
review.

(1) Fluctuations of the meat market

The demand and supply of meat, the main product handled by the 
Group, are vulnerable to collapse as a result of factors such as delays 
in the growth of livestock from abnormal weather conditions or 
natural disasters, or decreases in provision as a result of stagnant 
consumption or outbreaks of livestock disease. 
Such a collapse of the domestic supply and demand could lead to 
violent fluctuations of the meat market, which in turn could have a 
material 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, 
Avian flu, and other livestock diseases, and various other regulations. 
Should any of these official regulations be triggered, the business 
activities of the Group could be restricted.
As the Group is also subject to legal regulations related to quality 
indication, it strictly checks quality control and quality indications on 
a steady basis. Should the Group fail to comply with regulations 
related to quality indication, the activities of the Group could be 
restricted.

These regulations may adversely impact the performance of the 
Group.

(3) Product defects

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 that product recalls will not arise in the future. Product 
defects that bring about large-scale recalls of products or product 
liability compensations would entail large costs and have material 
impact on the valuation of the Group. This, in turn, could result in 
decreased sales and adversely impact the performance of the Group.

Significant Agreements 

1. Split-up of a part of the Company’s overseas headquarters through 
demerger

The Company resolved to approve the demerger agreement with 
Starzen International Co., Ltd. at the Meeting of the Board of 
Directors held on August 7, 2007, and the demerger was completed 
on October 1, 2007.
An outline of matters on the absorption type demerger follows.

(1) Purpose of the demerger

The Company has been engaged mainly in the wholesale business of 
domestic and imported meat. The Company decided to demerge the 
overseas headquarters in order to respond more speedily to future 
changes in the environment of overseas meat markets.
Upon the demerger, the Company will delegate power and clarify 
responsibility, activate the organization, and aim for the speedier and 
more efficient management of business.

(2) Conditions of the demerger

Under this “Split-up, absorption-type demerger,” the Company will 
be the splitting company and Starzen International Co., Ltd., the 
successor company, will be established through 100% investment by 
the Company as of July 19, 2007 for the purpose of the demerger of 
the Company.

1) Assets and liabilities split up (as of September 30, 2007)

Assets Amount
(¥ million) Liabilities Amount

(¥ million)

Current assets 7,639 Current liabilities 4,736
Fixed assets 398 Fixed liabilities — 
Total 8,037 Total 4,736

2) Outline of Starzen International Co., Ltd.

Name of Company: Starzen International Co., Ltd.
Representative: Manabu Katayama

Representative Director & Presi-
dent

Location of Head Office: 19-15, Takanawa 3-chome, 
Minato-ku, Tokyo

Number of Shares Outstanding: 2,000 shares
Capital: 100 million yen
Description of Business: Import & export of meat and 

livestock products; processing, 
purchase and sale of meat and 
food products

 2. Split-up of the domestic business headquarters through demerger 
and business transfer 

The Company decided to transfer a part of the Company’s domestic 
business headquarters to Starzen Meat Group Co., Ltd. and the 
newly established wholly owned subsidiaries of Starzen, i.e., Starzen 
Kitanihon Sales Co., Ltd., Starzen Higashinihon Sales Co., Ltd., Starzen 
Nishinihon Sales Co., Ltd. and Starzen Minaminihon Sales Co., Ltd., 
through demerger as of October 1, 2008.
The Company also decided to transfer the Company’s ham, sausage, 
and Delica food products sales business to Lohmeyer Corporation.

Ritsu Akiyama 
President
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Consolidated Balance Sheets
As of March 31, 2007 and 2008

Millions of Yen
Thousands of 

U.S. dollars (Note 4)

2007 2008 2008

ASSETS

Current assets:

Cash and bank deposits (Notes 5 and 7)  ¥  4,990 ¥12,550 $125,264 

Notes and accounts receivable-trade  28,165 24,323 242,770 

Inventories  10,643 10,546 105,258 

Deferred tax assets (Note 8)  478 549 5,479 

Other current assets  3,972 2,424 24,193 

Allowance for doubtful accounts  (23) (57) (569)

Total current assets  48,225 50,335 502,395 

Fixed assets:

Property, plant and equipment (Note 7)

Buildings and structures  19,975 20,331 202,926 

Machinery and vehicles  8,508 8,590 85,741 

Land  7,968 8,351 83,348 

Construction-in-progress  114 329 3,287 

Other  1,170 1,141 11,389 

Accumulated depreciation  (18,011) (17,966) (179,323)

19,724 20,776 207,368 

Intangible assets

Goodwill  523 349 3,481 

Other  149 155 1,550 

672 504 5,031 

Investments and other assets

Investment securities (Notes 6 and 7)  5,530 4,075 40,671 

Rental properties  1,846 1,770 17,664 

Long-term loans receivable  470 654 6,525 

Deferred tax assets (Note 8)  559 1,189 11,872 

Other  2,060 1,997 19,940 

Allowance for doubtful accounts  (334) (289) (2,884)

10,131 9,396 93,788 

Deferred Charges  36 12 116 

Total assets  ¥78,788 ¥81,023 $808,698 

The accompanying notes are an integral part of these statements.
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Millions of Yen
Thousands of 

U.S. dollars (Note 4)

2007 2008 2008

LIABILITIES AND NET ASSETS

Current liabilities:

Notes and accounts payable-trade  ¥10,557 ¥11,665 $116,434 

Short-term borrowings (Notes 6 and 7)  21,029 18,587 185,521 

Current portion of long-term debt (Note 7)  4,295 7,204 71,906 

Accrued income taxes  263 865 8,631 

Accrued bonuses  1,005 973 9,710 

Other current liabilities (Note 6)  3,318 3,674 36,667 

Total current liabilities  40,467 42,968 428,869 

Long-term liabilities:

Long-term debt (Note 7)  13,154 11,962 119,396 

Accrued pension and severance costs (Note 9)  1,681 1,695 16,914 

Accrued retirement benefits for directors and corporate auditors  — 401 4,001

Other long-term liabilities   302 480 4,791 

Total long-term liabilities  15,137 14,538 145,102 

Contingent liabilities (Note 13)

Net Assets

Shareholders’ equity:

Common stock

Authorized: 150,000,000 shares

Issued:            87,759,216 shares  9,900 9,900 98,810 

Capital surplus  10,335 10,618 105,983 

Retained earnings (Note 16)  4,723 5,106 50,964 

Treasury stock  (2,667) (2,243) (22,393)

Total shareholders’ equity  22,291 23,381 233,364 

Revaluation and translation adjustments

Unrealized gain on securities  660 11 109 

Loss on deferred hedges  (22) (145) (1,447)

Foreign currency translation adjustments  (87) (100) (1,000)

Total revaluation and translation adjustments  551 (234) (2,338)

Minority interest in consolidated subsidiaries  342 370 3,701 

Total net assets 23,184 23,517 234,727 

Total liabilities and net assets ¥78,788 ¥81,023 $808,698 

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Income
For the Years Ended March 31, 2007 and 2008

Millions of Yen
Thousands of 

U.S. dollars (Note 4)

2007 2008 2008
Net sales  ¥229,574 ¥238,967 $2,385,137 
Cost of sales  209,041 218,153 2,177,389 

Gross profit  20,533 20,814 207,748 
Selling, general and administrative expenses (Note 10)  18,528 18,454 184,189 

Operating profit  2,005 2,360 23,559 

Non-operating income:
Interest and dividend income  112 162 1,613 
Revenue from rented properties  573 603 6,017 
Other  514 892 8,901 

Total non-operating income  1,199 1,657 16,531 

Non-operating expenses:
Interest expense  764 845 8,432 
Cost of rented properties  240 233 2,323 
Other  163 262 2,619 

Total non-operating expenses  1,167 1,340 13,374 
Ordinary profit  2,037 2,677 26,716 

Extraordinary gains:
Gain on sale of property, plant and equipment  16 1 14 
Gain on sale of investment securities (Note 6)  92 44 443 
Gain on insurance claims  11 17 167 
Reversal of allowance for doubtful accounts  — 22 224 
Reversal of reserve for investment securities  4 20 195 

Total extraordinary gains  123 104 1,043 

Extraordinary losses:
Loss on sale of property, plant and equipment  8 8 83 
Loss on disposal of property, plant and equipment  244 305 3,042 
Impairment loss on fixed assets (Note 12)  21 — —
Loss on sale of investment securities (Note 6)  4 8 80 
Devaluation loss on investment securities  38 17 168 
Provision for investment securities  10 — —
Directors’ retirement benefits  30 87 867 
Provision for directors’ and corporate auditors’ retirement benefits  — 329 3,285 
Other  50 31 307 

Total extraordinary losses  405 785 7,832 

Income before income taxes and minority interest  1,755 1,996 19,927 

Income taxes (Note 8):
Current  885 1,258 12,553 
Deferred  9 (163) (1,625)

894 1,095 10,928 
Minority interest in income (loss) of consolidated subsidiaries  (32) 14 145 

Net income  ¥ 893 ¥ 887 $ 8,854 

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, 2007 and 2008

The accompanying notes are an integral part of these statements.

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 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, 2006  87,759,216 ¥9,900 ¥10,334 ¥4,335 (¥2,666) ¥21,903 ¥942 — (¥92) ¥850 ¥370 ¥23,123 
Cash dividends  (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 
Cash dividends  (505) (505) (505)
Net income  887 887 887 
Acquisition of treasury stock   (6) (6) (6)
Disposition of treasury stock  283 430 713 713 
Increase resulting from a newly 

consolidated subsidiary   1 1 1 

Items other than changes in 
shareholders’ equity  (649) (123) (13) (785) 28 (757)

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 

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 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, 2007  $98,810 $103,157 $47,150 ($26,626) $222,491 $6,583 ($   219) ($   867) $5,497 $3,416 $231,404 
Cash dividends  (5,041) (5,041) (5,041)
Net income  8,854 8,854 8,854 
Acquisition of treasury stock  (55) (55) (55)
Disposition of treasury stock  2,826 4,288 7,114 7,114 
Increase resulting from a newly 

consolidated subsidiary  1 1 1 

Items other than changes in 
shareholders’ equity  (6,474) (1,228) (133) (7,835) 285 (7,550)

Balance at March 31, 2008  $98,810 $105,983 $50,964 ($22,393) $233,364 $   109 ($1,447) ($1,000) ($2,338) $3,701 $234,727 
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Consolidated Statements of Cash Flows
For the Years Ended March 31, 2007 and 2008

Millions of Yen
Thousands of 

U.S. dollars (Note 4)

2007 2008 2008
Cash flows from operating activities:

Income before income taxes and minority interest  ¥ 1,755 ¥ 1,996 $  19,927 
Adjustments:

Depreciation and amortization  1,784 1,688 16,847 
Impairment loss on fixed assets  21 — —
Decrease in accrued bonuses  (5) (33) (333)
Increase in accrued pension and severance costs  55 14 136
Increase in accrued retirement benefits for directors and corporate auditors  — 401 4,001
Increase (decrease) in allowance for doubtful accounts  21 (10) (104)
Decrease in reserve for investment securities  — (30) (294)
Interest and dividend income  (112) (162) (1,612)
Equity in earnings of affiliated companies  (75) (58) (574)
Gain on sale of investment securities  (92) (44) (444)
Loss on sale of investment securities  4 8 80 
Devaluation loss on investment securities  38 17 168 
Interest expense  764 845 8,432 
Loss on sale or disposal of property, plant and equipment  252 313 3,125 
Gain on sale of property, plant and equipment   (16) (1) (14)
Gain on insurance claims  (11) (17) (167)

(Increase) decrease in notes and accounts receivable-trade  (3,437) 3,848 38,412 
(Increase) decrease in inventories  (1,877) 161 1,602 
Increase (decrease) in advance payments  (1,239) 1,523 15,199 
Increase (decrease) in notes and accounts payable-trade  (239) 1,073 10,712 
Other  504 116 1,163 

Sub total  (1,905) 11,648 116,262 
Interest and dividends received  126 172 1,716 
Interest paid  (756) (862) (8,601)
Insurance proceeds received  12 130 1,298 
Income taxes paid  (1,572) (660) (6,589)

Net cash provided by (used in) operating activities  (4,095) 10,428 104,086 
Cash flows from investing activities:

Payments for time deposits  (268) (272) (2,709)
Proceeds from maturity of time deposits  265 257 2,562 
Payments for purchase of investment securities  (204) (236) (2,356)
Proceeds from sale of investment securities  127 510 5,096 
Payment for purchase of property, plant and equipment  (2,246) (2,301) (22,968)
Proceeds from sale of property, plant and equipment  40 37 368 
Increase in short-term loans receivable  (37) (23) (232)
Payment for long-term loans receivable  (135) (392) (3,916)
Proceeds from long-term loans receivable  160 152 1,516 
Other  (260) 80 799 

Net cash used in investing activities  (2,558) (2,188) (21,840)

Cash flows from financing activities:
Increase (decrease) in short-term borrowings  1,268 (2,184) (21,799)
Proceeds from long-term debt  5,564 6,035 60,237 
Repayments of long-term debt  (4,820) (4,282) (42,739)
Proceeds from issuance of bonds  2,965 — —
Payments for redemption of bonds  (3,180) (576) (5,749)
Payments for purchases of treasury stock  (6) (6) (55)
Proceeds from sales of treasury stock  4 713 7,114 
Cash dividends paid  (505) (505) (5,041)
Other  (4) (6) (64)

Net cash provided by (used in) financing activities  1,286 (811) (8,096)

Effect of exchange rate changes on cash and cash equivalents  3 (11) (110)

Net increase (decrease) in cash and cash equivalents  (5,364) 7,418 74,040 
Cash and cash equivalents at beginning of year  10,099 4,735 47,264 
Cash and cash equivalents of newly consolidated subsidiary,
at the beginning of year  — 127 1,263 

Cash and cash equivalents at end of year (Note 5)  ¥ 4,735 ¥12,280 $122,567 

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 (formerly the Securities and Exchange 
Law). 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 24 subsidiaries 
(22 subsidiaries at March 31, 2007), which with minor 
exceptions due to materiality are all majority and wholly 
owned companies, including 5 core operating companies 
(Starzen Meat Group Co., Ltd., Zenchiku Sales Co., Ltd., Tokyo 
Shiratsuyu Co., Ltd., Lohmeyer Corporation and Starzen 
International Co., Ltd.) which was established during the year 
ended March 31, 2008.  Omitama Farm Co., Ltd. and Lohmeyer 
Sales Corporation were newly consolidated during the year 
ended March 31, 2008 due to the increased materiality. Asken 
Co., Ltd. was merged with Zenchiku Sales Co., Ltd. during the 
year ended March 31, 2008.
 
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. 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, 2008, there were 4 such 20% to 50% owned companies (4 at 
March 31, 2007) 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, 2007 and 2008, 
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 —

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 Estimated 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 
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, 2007 and 
2008 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, interest rate swap contracts and coupon 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, interest rate swap contracts and coupon 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 —

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 
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 
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its Japanese subsidiaries 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.

(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 
figures, are calculated based on the dividends declared for the 
respective periods.

 3. Accounting Changes:

Property, plant and equipment and rented properties —

Effective from the year ended March 31, 2008, pursuant to an 
amendment to the Corporate Tax Law, the Company and its 
domestic consolidated subsidiaries have adopted the 
depreciation method stipulated by the amended Corporate Tax 
Law for the property, plant and equipment acquired on or after 
April 1, 2007. The effect of this change on the consolidated 
income is immaterial. In addition, the residual values (5% of 
the acquisition costs) of the property, plant and equipment 
acquired on or before March 31, 2007 which were fully 
depreciated based on the Corporate Tax Law before the 
amendment are depreciated equally over five years starting 
from the year ended March 31, 2008. The effect of this change 
on the consolidated income is immaterial.

Retirement benefits for directors and corporate auditors —

Prior to April 1, 2007, retirement benefits to directors and 
corporate auditors of the Company were expensed when paid. 
Effective from April 1, 2007, retirement benefits to directors 
and corporate auditors of the Company are provided at the 
amount that would be required to be paid if all directors and 
corporate auditors retired at the balance sheet date in 
accordance with the Report No. 42 “Treatment for Auditing of 
Reserve under Special Taxation Measures Law, Reserve under 
Special Laws and Reserve for Retirement Benefits to Directors 
and Corporate Auditors”, issued by the Auditing and 
Assurance Practice Committee of the Japanese Institute of 
Certified Public Accountants on April 13, 2007. The Company 
adopted the new accounting policy to present the results of 
each financial period fairly and to realize healthy financial 
positions through rational inter-period allocation of the 
directors’ and corporate auditors’ retirement benefit expenses 
over their service periods.  

The effect of this change was to decrease operating profit and 
ordinary profit by ¥19 million ($191 thousand) , respectively 
and income before income taxes and minority interest by ¥348 
million ($3,476 thousand) for the year ended March 31, 2008, 
compared with the amounts under the previous method.

 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 ¥100.19=U.S. $1, the 
approximate current rate prevailing at the end of March 2008, 
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. Cash and Cash Equivalents:

A reconciliation of “Cash and cash equivalents” to the amounts 
disclosed on the balance sheets at March 31, 2007 and 2008 is as 
follows:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Cash and bank deposits  ¥4,990 ¥12,550 $125,264
Time deposits with deposit  
     term of over 3 months  (255) (270) (2,697)

Cash and cash equivalents  ¥4,735 ¥12,280 $122,567
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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, 2007 and 2008, are as follows:

Millions of yen
2007 2008

Acquisition
cost

Carrying
amount

Unrealized
gains

(losses)
Acquisition

cost
Carrying
amount

Unrealized
gains

(losses)
Securities with unrealized gain

Equity securities ¥1,559 ¥2,777 ¥1,218 ¥1,178 ¥1,672 ¥494
Debt securities  — — — — — —
Other  — — — — — —

Total  1,559 2,777 1,218 1,178 1,672 494

Securities with unrealized loss
Equity securities 935 835 (100) 1,520 1,050 (470)
Debt securities  — — — — — —
Other  — — — — — —

Total  935 835 (100) 1,520 1,050 (470)

Total  ¥2,494 ¥3,612 ¥1,118 ¥2,698 ¥2,722 ¥  24

Thousands of U.S. dollars
2008

Acquisition
cost

Carrying
amount

Unrealized
gains

(losses)
Securities with unrealized gain

Equity securities $11,754 $16,684 $4,930
Debt securities  — — —
Other  — — —

Total  11,754 16,684 4,930

Securities with unrealized loss
Equity securities 15,167 10,480 (4,687)
Debt securities  — — —
Other  — — —

Total  15,167 10,480 (4,687)

Total  $26,921 $27,164 $   243

The above figures include marketable equity securities of ¥1,174 million and ¥808 million ($8,067 thousand) lent temporarily to a 
financial institution based on a securities lending agreement at March 31, 2007 and 2008. According to the agreement, the Company 
received ¥800 million and ¥650 million ($6,486 thousand) of cash as deposits and the deposits are included in other current 
liabilities and short-term borrowings on the balance sheet at March 31 2007 and 2008 respectively.

Realized gains and losses on sale of ‘Other securities’ during the years ended March 31, 2007 and 2008 are as follows:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Selling amount  ¥127 ¥510 $5,096
Gain on sale  92 44 444
Losses on sale  4 8 80

The carrying amount of ‘Other securities’ whose fare values were not available at March 31, 2007 and 2008 are as follows:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Non-listed equity securities (excluding OTC traded securities)  ¥652 ¥183 $1,824
Other  2 2 19

Total  ¥654 ¥185 $1,843

There are no maturity of debt securities at March 31, 2007 and 2008.
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 7. Short-term Borrowings and Long-term 
Debt:

“Short-term borrowings” at March 31, 2007 and 2008 bore 
interest at annual rates ranging from 1.08% to 6.67% and from 
0.8% to 4.5%, 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, 2007 and 2008 comprised the 
following:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Loans, principally from banks
   due between 2008 and 2018,
   with interest rates ranging 
   from nil to 4.8%: 

Secured  ¥  2,744 ¥  3,082 $  30,761
Unsecured  7,985 9,940 99,217

Unsecured bonds due from March 
2009 to October 2010, with interest  
rates ranging from 0.84% to 1.26%: 6,720 6,144 61,324

17,449 19,166 191,302
Less: portion due 
     within 1 year  (4,295) (7,204) (71,906)

Total long-term debt  ¥13,154 ¥11,962 $119,396

Aggregate annual maturities of long-term debt subsequent to 
March 31, 2008 are as follows:

Year ending March 31
Millions
of yen

Thousands of
U.S. dollars

2009  ¥  7,204 $  71,906
2010 5,512 55,021
2011 3,064 30,577
2012 1,962 19,588
2013 and thereafter  1,424 14,210

¥19,166 $191,302

A summary of assets pledged as collateral against “Short-term 
borrowings” and “Long-term debt” at March 31, 2007 and 2008 
is as follows:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Cash and bank deposits  ¥     46 ¥     45 $     449
Property, plant and
   equipment  4,614 4,809 47,999
Investment securities  572 373 3,720

 8. Taxes:

Significant components of deferred tax assets and liabilities at 
March 31, 2007 and 2008 are as follows:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Deferred tax assets:
Accrued bonuses  ¥   407 ¥   395 $  3,947
Allowance for doubtful 
   accounts  17 7 75
Accrued enterprise taxes  33 80 799
Accrued pension and 
   severance costs  686 685 6,843
Accrued retirement benefits for 
   directors and corporate auditors  — 163 1,625
Unrealized profit on sale of 
   property, plant and 
   equipment  193 196 1,951
Unrealized profit on sale of 
   inventories  69 46 457
Impairment loss on fixed 
   assets  42 26 260
Software  35 26 263
Devaluation loss on 
   investment securities  17 20 199
Accrued social insurance 
   expense  49 48 474
Devaluation loss on golf 
   membership  42 39 386
Tax loss carryforwards  1,393 1,557 15,544
Loss on deferred hedges  15 115 1,147
Other  52 49 484

3,050 3,452 34,454
Less: valuation allowance  (1,559) (1,705) (17,021)

Total deferred tax assets  ¥1,491 ¥1,747 $17,433

Deferred tax liabilities 
Unrealized gain on securities  (454) (11) (107)

Other  — (2) (18)

Total deferred tax liabilities  (454) (13) (125)

Net deferred tax assets  ¥1,037 ¥1,734 $17,308

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%.

A reconciliation of the differences between the statutory tax 
rate and the effective tax rate for the years ended March 31, 
2007 and 2008 is as follows:

%
2007 2008

Statutory tax rate  40.6 40.6
Add (deduct):

Non-deductible expenses  4.3 4.1
Equalization tax  4.3 3.7
Goodwill on consolidation  3.5 2.9
Equity in earnings of affiliated 
   companies  (1.7) (1.2)
Valuation allowance  (1.3) 4.8
Other  1.2 (0.1)

Effective tax rate  50.9 54.8
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 9. Accrued Pension and Severance Costs:

“Accrued pension and severance costs” at March 31, 2007 and 
2008 are as follows:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Projected benefit obligations  ¥1,835 ¥1,765 $17,621
Fair value of plan assets  161 169 1,684

Funded status  1,674 1,596 15,937
Unrecognized actuarial 
   differences  (7) (98) (976)
Accrued pension and 
   severance costs  ¥1,681 ¥1,694 $16,913

The net periodic pension costs relating to retirement benefits 
for the years ended March 31, 2007 and 2008 are as follows:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Service cost  ¥117 ¥115 $1,150
Interest cost  23 23 229
Amortization of unrecognized 
   actuarial differences  27 41 405

Net periodic pension costs  167 179 1,784

Contribution to defined 
   contribution plan  378 366 3,652

¥545 ¥545 $5,436

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

2007 2008

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

 10.  Selling, General and Administrative 
Expenses:

Major components of “Selling, general and administrative 
expenses” for the years ended March 31, 2007 and 2008 are as 
follows:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Freight  ¥2,393 ¥2,715 $27,094
Salaries  6,314 6,118 61,069
Bonuses  650 645 6,438
Pension and severance costs  398 362 3,617

The aggregate amounts of research and development expenses 
included in selling, general and administrative expenses for the years 
ended March 31, 2007 and 2008 were ¥117 million and ¥102 million 
($1,018 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 ¥713 million and ¥726 million ($7,248 
thousand) for the years ended March 31, 2007 and 2008, 
respectively.

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, 2007 
and 2008 would have been as follows:

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Machinery and vehicles  ¥2,626 ¥2,732 $27,270
Other assets  1,105 1,115 11,132
Accumulated depreciation  (1,675) (1,771) (17,677)
Accumulated impairment loss  (21) (22) (217)

¥2,035 ¥2,054 $20,508

Depreciation of the leased assets, computed on a straight-line 
basis over the period of the lease contract, would have been 
¥671 million and ¥679 million ($6,773 thousand) for the years 
ended March 31, 2007 and 2008, respectively.

Future lease payments under the Companies’ finance leases at 
March 31, 2007 and 2008 can be summarized as follows

Millions of yen
Thousands of
U.S. dollars

2007 2008 2008

Lease payments —
Due within 1 year  ¥   640 ¥   657 $  6,558
Due after 1 year  1,462 1,454 14,512

¥2,102 ¥2,111 $21,070

Future lease payments for non-cancelable operating leases as a 
lessee at March 31, 2007 and 2008 were as follows:

Millions of yen
Thousands of
U.S. dollars

March 31 march 31

Future lease payments 2007 2008 2008

Due within 1 year — ¥23 ¥  50 $   501
Due after 1 year  59 129 1,286

Total  ¥82 ¥179 $1,787

 12. Impairment Loss on 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 of yen

Shop Leased assets (Others) San-ei Co., Ltd. ¥21
Adachi-ku,
Tokyo, Japan
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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. For 
the year ended March 31, 2007, the Companies recognized 
impairment losses of ¥21 million on impaired fixed assets, 
which were accounted for as extraordinary losses. They were 
primarily related to the overall deterioration of their business 
environment.

No impairment loss for fixed assets was recognized for the 
year ended March 31, 2008.

 13. Contingent Liabilities:

Contingent liabilities for loans guaranteed at March 31, 2007 
and 2008 amounted to ¥3,079 million and ¥3,248 million 
($32,416 thousand), respectively.

 14. Supplementary Information for Consolidated Statements of Changes in Net Assets:

(a) Type and number of outstanding shares
Year ended March 31,2008

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 15,607,113 19,921 2,513,319 13,113,715
Treasury stock increased by 19,921 shares due to the repurchase of shares less than one unit.
Treasury stock decreased by 2,513,319 shares due to the following reasons:

Decrease resulting from sale to correspondent financial institutions to strengthen mutual relationships: 2,500,000 shares
Decrease resulting from transfer upon the exercise of stock options: 10,000 shares
Decrease resulting from the sale of shares less than one unit: 3,319 shares

(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 28, 
2007

Annual 
general meeting 
of shareholders

Common 
stock ¥505 $5,041 ¥7.00 $0.07 March 31, 

2007
June 29, 

2007

 (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 27, 
2008

Annual 
general meeting 
of shareholders

Common 
stock ¥523 $5,215 ¥7.00 $0.07 March 31, 

2008
June 30, 

2008

 15. 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 

2007 2008 2008
Per share of common stock:
Net income - basic  ¥ 12.38 ¥ 11.95 $ 0.12 

- diluted  12.37 11.94 0.12 
Net assets  316.58 310.09 3.10 
Cash dividends  7.00 7.00 0.07 

010_0334001372008.indd   17 2008/09/03   22:54:49



18

 16. Stock Option Plans:
At March 31, 2008, 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, 2008 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 122,000
Vested during the year —
Exercised during the year 10,000
Forfeited during the year —
Outstanding at the end of the year 112,000
Exercise price (yen) ¥190
Exercise price (U.S. dollars) $1.90
Weighted-average market price (yen) ¥296
Weighted-average market price (U.S. dollars) $2.95

 17. Subsequent Events:
Appropriations of retained earnings are recorded in the accounting period in which shareholder approval is obtained. The 2008 
year-end appropriation of retained earnings for the Company, which has been approved at the ordinary general meeting of 
shareholders held in June, 2008, is presented below:

Millions of yen
Thousands of 
U.S. dollars

Appropriation in respect of :
     Cash dividends, ¥7.00 ($0.07) per share ¥523 $5,215

 18. 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.

 19. Related Party Transactions:
There are no material related party transactions during the years ended March 31, 2007 and 2008.
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Report of Independent Auditors

The Board of Directors
 Starzen Company Limited

We have audited the accompanying consolidated balance sheet of Starzen Company Limited 
and consolidated subsidiaries as of March 31, 2008, and the related consolidated statements 
of income, changes in net assets, and cash flows for the year then ended, all expressed in yen.  
These financial statements are the responsibility of the Company’s management.  Our 
responsibility is to express an opinion on these financial statements based on our audit. The 
consolidated financial statements of Starzen Company Limited and consolidated subsidiaries 
for the year ended March 31, 2007, were audited by other auditors whose report dated June 
28, 2007, expressed an unqualified opinion on those statements.

We conducted our audit 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 financial statements are free of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements.  An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of Starzen Company Limited and consolidated 
subsidiaries at March 31, 2008, 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 3, prior to April 1, 2007, retirement benefits to directors and corporate 
auditors of the Company were expensed when paid. Effective from April 1, 2007, retirement 
benefits to directors and corporate auditors of the Company are provided at the amount that 
would be required to be paid if all directors and corporate auditors retired at the balance 
sheet date.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect 
to the year ended March 31, 2008 are presented solely for convenience.  Our audit also 
included the translation of yen amounts into U.S. dollar amounts and, in our opinion, such 
translation has been made on the basis described in Note 4. 

June 27, 2008
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Board of Directors

Chairman Seiichi Uzurahashi
President Ritsu Akiyama
Director Hiroshi Suzuki
Director Masahiro Nakatsugawa
Director Taisuke Ota
Director Masafumi Umekita

Standing Statutory Auditor Toshiro Takao
Standing Statutory Auditor Yoshio Usuki
Statutory Auditor Yusuke Komatsu
Statutory Auditor Terukazu Sugishima
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