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Sumitomo Corporation and Subsidiaries

Financial Highlights

Milions of Yen L dmens of
Years ended March 31 2003 2002 2001 2003
For the year: ‘ ,
Gross Trading Profit ... . . ¥ 496,449 ¥ 487,274 ¥ 488,400 ' $ 4,137
NetINCOME . ..o 28,280 45,216 40,344 3 236
At year-end:
Total ASSEES .o e ¥ 4,863,695 ¥4,852,554 ¥ 4,950,079 $40,531
Shareholders’ EQUity . ... . o 626,250 650,366 622,957 5,219
Interest-Bearing Liabilities (net) .. ... ... 2,502,835 2,528,794 2,447 663 20,857
Amounts Per Share (Yen and Dollars):
Net Income
BasiC . ¥ 26.58 ¥ 42,49 ¥ 37.91 $ 022
DlUted e e 26.18 41.59 37.14 0.22
Cash Dividends declared fortheyear ... ... .. . o i 8.00 8.00 8.00 0.07
Ratios:
Return on EQUItY (98) . ..ot o e 4.4 7.1 6.4
Shareholders’ Equity Ratio (%) .. .. .. 12.9 13.4 12.6
Debt-Equity Ratio (net) (imes) . ... ... ... 4.0 3.9 3.9
« Prepared on the basis of accounting principles generally accepted in the United States of America.
* The U.S. Dollar amounts represent translation of Japanese Yen amounts at the rate of ¥1 20=US$1.
+ See Notes to Consolidated Financial Statements. '
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Caution Concerning Forward-Looking Statements

This annual report includes forward-looking statements relating to our future plans, objectives, expecta-
tions and intentions. In particular, various management targets relating to the Company's AA Plan are dis-
closed in this report. These management targets are not projections, and do not represent management’s
current estimates of future performance. Rather, they represent targets that management will strive to
achieve through the successful implementation of the Company's AA Plan. The management targets and
other forward-looking statements reflect management's current assumptions and expectations of future
events, and accordingly, they are inherently susceptible to uncertainty and changes in circumstances and
are not guarantees of future performance. The Company may not be successful in implementing its AA
Plan, and actual results may differ materially, for a wide range of possible reasons, including general
industry and market conditions and general international economic conditions. In light of the many risks
and uncertainties, you are advised not to put undue reliance on these statements. The Company is under
no obligation — and expressly disclaims any such obligation - to update or alter its forward-looking state-
ments.




Message from the President

Performance in Fiscal Year 2002
(April 1, 2002 - March 31, 2003)

In fiscal year 2002, a weak Japanese economy and increasing uncertainty in the glob-
al economy shadowed our business environment. The gradual recovery of the world
economy expected at the start of fiscal year 2002 proved to be disappointing as the
situation in Iraq intensified in the second half of the year. In Japan, consumer spend-
ing remained sluggish amidst lingering deflation, and public spending was restrained
due to tight budgets. Stock prices were on a downtrend throughout the year as a
result of uncertainty in international affairs and concerns over the domestic financial
system.

In spite of such difficult conditions, we devoted ourselves to globally expanding our
earnings base. We thereby achieved ¥496.4 billion in gross trading profit, and ¥9.8 bil-
lion in equity in earnings of associated companies, which were both record highs.
However, we closed the year with a net income of ¥28.3 billion, as we posted large val-
uation losses on marketable securities due to the sharp decline in stock prices toward
the fiscal year-end, and impairment losses on real estate affected by deflation.




Assessment of the Step Up Plan

I would like to report to you on our achievements under the Step Up Plan, our medi-
um-term management plan spanning fiscal years 2001 and 2002.

While we achieved our profit targets in fiscal year 2001, we came up short of the
¥55 billion target set for net income in fiscal year 2002, primarily because we took
large valuation losses on marketable equity securities. As a result, the two-year aver-
age of our cash flow-based consolidated risk-adjusted return ratio ended at 4.4% (net
income-based ratio: 3.6%) versus our target of 5.0%. We did, however, achieve many
of the specific objectives we had set out in order to succeed in the three core areas of
the plan: significant expansion of our earnings base, enhancement of corporate
strength, and increased efficiency.

Significant expansion of our earnings base

Under the Step Up Plan, we focused on developing business models by leveraging
information technology (IT), logistics technology (LT) and financial technology (FT), and
concentrated our management resources into strategic business areas while promot-
ing the reallocation of risk-adjusted assets, based upon the Business Portfolio Strategy.

In response to the changing economic environment, consolidation and restructuring
are taking place in a range of industries and companies. We swiftly took advantage of
these movements, acquiring businesses and forming alliances while drawing on our busi-
ness foundation as an integrated trading company (sogo shosha) with close relationships
10 a wide variety of industries. The following are some examples of our achievements.

We acquired the steel export business from Nomura Trading Holdings Co., Ltd., and
reached a general agreement with Nichimen Corporation regarding the acquisition of
their steel products business. We also purchased a construction equipment distributor
in the U.S. Additionally, we reinforced our relationships with The Seiyu, Ltd. and Wal-
mart Stores, Inc. in supermarket business, and also acquired control of IG Kogyo Co.,
Ltd., a top manufacturer of metal siding. Sumisho Lease Co., Ltd. and Sumisho Auto
Leasing Corporation have initiated strategic business acquisitions as well.

In our steel, electronic components and chemical businesses, we utilized our supply
chain management system to respond to the various needs of our dlients, providing
sales and procurement services on a global basis.

We also laid the foundations for further extension of our business frontiers. In the
area of medicine and drug discovery, we have been supporting our clients’ research and
development activities and providing them with the most advanced equipment. Other
ways in which we expanded business frontiers include establishment of bio-venture
funds and development of new financial products such as weather derivatives.

In an effort to build alliances with newly emerging leading companies in China,
mainly in the private sector, we sent nine delegations of Business Unit heads to China
during the Step Up Plan. This has led to the establishment of more than 100 new part-
nerships and expansion of new businesses with them.

We also worked to reallocate management resources away from businesses which
were underperforming in terms of their risk-adjusted return ratio. We scaled down or

The “risk-adjusted return” is a measure of the prof-
itability of a business against the risks involved in it.
it is calculated as a fraction whose numerator is the
return on the business as measured by the return
that it Is expected to generate during an accounting
period and whose denominator is the value of the
maximum losses that could be incurred if all the
potential risks were actually to occur during the
same period (“risk-adjusted assets”).




withdrew from the golf course business, the farming business in the U.S., e-com-
merce related businesses, and other activities from which sufficient returns or future
growth could not be expected.

As a result of these efforts, Basic Profit, (the sum of gross trading profit, selling, gen-
eral and administrative expenses, interest expenses, net of interest income and divi-
dends multiplied by 58% and combined with net equity in earnings of associated
companies), which had been continuously growing since fiscal year 1999, reached
¥62.2 billion in fiscal year 2002. This represents a 43% increase from the ¥43.3 billion
posted in fiscal year 2000, prior to implementing the Step Up Plan. | see this as evi-
dence of steady growth in our earnings base.

Further enhancement of corporate strength

As an integrated trading company, the fundamental objective of our activities is to
obtain high returns by managing the various risks incurred in a broad array of business
areas. It is not an exaggeration to say that risk management is at the core of our busi-
ness.

To manage risk levels for the Group as a whole, we have guantified risk to the
extent possible in categories ranging from credit risk to market risk and business
investment risk. We have also been introducing and utilizing risk management infra-
structures, which include a credit rating system for counterparties, and criteria for
decisions regarding business investment or withdrawal.

At the same time, risks associated with a company’s businesses are becoming
increasingly diverse. In particular, risks designated as non-measurable, including natu-
ral disasters and reputation risk, are difficult to predict or quantify, and may put the
company in danger if they materialize. Preventive actions and contingency plans are
therefore becoming more important than ever.

Under the Step Up Plan, we reviewed our counter-risk measures company-wide,
and restructured risk management framewaorks in areas including legal compliance,
information security, food safety, and environmental conservation.

We also believe it is essential that all our employees engage in businesses with a
higher level of awareness regarding risk and compliance issues, especially in the cur-
rent business environment in which uncertainty prevails. In other words, our basic
stance of being aggressive but cautious has become increasingly important.

While each individual must constantly keep his or her consciousness attuned to risk
and compliance issues when carrying out business activities, we as a company have
also implemented measures in support of this. For example, we have set up risk case
studies and built a database of risk-related information for use by our employees.

Achieving full compliance is another area that top management, including myself, is
working hard to ensure meaningful and complete action. In addition, awareness among
employees is steadily growing owing to the constant stream of activities promoted by the
Legal Compliance Committee.

We are committed to constantly improving risk management and compliance, as
there is no end to the progress that can be made in these areas.




Promoting further efficiency

Increasing efficiency is not limited to eliminating waste and cutting costs. It also
intends to maximize the use of personnel, time and other resources that are freed to

this end, and strengthen earning power.

Under the Step Up Plan, we raised efficiency and productivity by thoroughly review-
ing business processes and implementing the SIGMA21 Project, an enterprise resource
planning (ERP) system. We also streamlined the Corporate Group in terms of size and
cost, by reviewing its business processes, transferring personnel to Business Units and
outsourcing routine tasks. As a result of these steps, we restructured the Corporate
Group's organization, from six groups to two groups, one office and one department

specializing in core functions.

Approach for Achievement —
Our new medium-term management plan

The AA Plan is our new medium-term management plan for the two-year period from fiscal
year 2003. “AA" is an abbreviation of Approach for Achievement, a phrase that expresses
our resolute determination to achieve a longer-term target of a risk-adjusted return ratio
of 7.5% (net income-based), a figure which would cover shareholders' capital costs.
Under the previous management plans of the Reform Package and the Step Up
Plan, we steadily expanded our earnings base, promoted strategic alliances and

Quantitative Targets

Consolidated Risk-adjusted Return Ratio (net income-based): two-year average = 6%

Consolidated Net Income: two-year total ¥130 billion
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Basic Policies

Expansion of the earnings base and strategic moves to the future by maximizing our “integrated corporate strength”

( Utilizing management resources to the fullest extent by advancing the Business Portfolio Strategy

. Well defined strategies and objectives of each business line i

-'Shiﬁing management resources (human resources and risk adjusted assets} to more profitable or more potential business lines

I

o Exploring and developing various businesses by maximizing our “integrated corporate strength”

* Adding diversified values ﬁy realizing strategic and organic integration of our “business foundation” and “functional power”

Promeoting strategic aliance

Multiple business approaches to business partners
Promoting logistics related businesses (SCM, etc.)
Applying financial technology to traditional trading businesses

¢ Strengthening our earning: power by harmonizing product anad regional strategies

T

E

© Tackling new technology, potential market and region

» Exploring and fostering businesses with new technology (biotechnology, nanotechnology, clean energy, network-related information technoJogyi ___e_”tq)

» Strategic field: consumer business, energy-related business, life science field, broadband-related and cable TV business

* Developing global businesses with China

Human resources management for strengthening our “business foundation” : ‘

* Developing and maintaining professional human resources in each area to realize business plan (diversified hiring process, strategic alliance, etc.)

» Strategic allocation of human resources and “right person in a right place” policy in the group (ob bid system, etc.)

* Enriching human resource training programs (exchange of personnel with outside crganization, short-term executive courses, etc.)

Enhancing our corporate strength with efficiency and soundness

Efficient group operation on a global basis

i Upgrading and fult use of'infrastructures for group management (Group Finance, etc.) ‘

. Enhanc;ing functions with:higher productivity in the Corporate Group

¢ Cutting cost by streamlining operation (promoting shared-service and back-office, etc.)

Advancing risk management

» Enlightening sense of risks

* Emphasizing risk asset management

e Employing integrated risk management

Thorough legal compliance

G0 o

* Higher transparency with: full disclosure

¢ Ensuring “Speak-up System” works better

business acquisitions, made active use of information, logistics and financial technolo-
gies, and commercialized new technologies, and further enhanced corporate strength
through replacement of assets. As a result of these efforts, a risk-adjusted return ratio
of 7.5% is now well within our reach.

Given the difficult business climate and the sweeping scope of change, many compa-
nies are selecting certain areas of business, concentrating investment in them, and push-
ing forward with globalization initiatives. With our global business foundation and
diverse array of functions, such moves offer us a wealth of opportunities to increase
investment and trade in promising areas. Against this favorable background, the AA
Plan will serve as a beacon for aggressively investing resources to achieve higher returns.

At the end of fiscal year 2002, our risk-adjusted assets stood at ¥910 billion. We plan
to increase this number by about ¥170 billion by the end of fiscal year 2004, and vigor-




ously work to expand our earnings base, as we take advantage of every possible busi-
ness opportunity. Our targets under the AA Plan are a risk-adjusted return ratio of 6%
or above on a two-year average basis, and a total net income of ¥130 billion over two
years. We are targeting -¥60 billion in net income for fiscal year 2003 and ¥70 billion
for fiscal year 2004, hoping to renew record profit levels for two consecutive years.

Expansion of the earnings base and strategic moves to the future by
maximizing our integrated corporate strength

Our business strategy targeting a risk-adjusted return ratio of 7.5% is comprised of
two basic elements. Each of the nine Business Units will build a strong, broadly-based
business portfolio, selecting promising business lines and concentrating resources in
them. At the same time, management will allocate resources to strategic business
areas and regions from the perspective of the whole Group.

Under the AA Plan, each Business Unit will expand businesses that leverage our
integrated corporate strength by promoting strategic alliances, developing multifac-
eted businesses with partners, expanding logistics activities, and utilizing our financing
capabilities. We will put management resources in strategic areas such as media and
information, supermarkets, and mineral resource development businesses.

In addition, we will commit ourselves to identifying and commercializing new tech-
nologies to further extend our business frontier, focusing on medicine and biotechnol-
ogy, nanotechnology, clean energy, and network-related information technologies.

Geographically, China will be positioned as our chief strategic region both as a pro-
duction base and an expanding market. In China, we are focusing on building our
own logistics networks and partnering with leading local firms in order to develop
globally-based businesses there.

We will alsc focus on Russia as a promising market, with its macroeconomic growth
stabilizing and its business infrastructure rapidly developing. We are promoting busi-
nesses in line with Russia’s potential as a major supplier of natural resources, and its
demands for industrial facility replacement and social infrastructure development in
areas such as telecommunications services.

In the Middle East, we will devote ourselves to projects mainly in water- and energy-
related areas in response to the immediate need to redevelop industrial infrastructures as
populations grow and get younger, urbanization advances and consumer markets expand.

In frag, we hope to help stabilize the lives of the people there. We have set up a com-
pany-wide task force not only to consider reconstruction-related businesses but also to
discuss building close and broad relationships with the country after its recovery.

Enhancing our corporate strength by pursuing efficiency and soundness

To further strengthen our corporate strength, there is more to do in addition to
improving our asset quality through expansion and consolidation of our earnings
base. It is also essential to efficiently utilize our limited management resources such as
financing capabilities and human resources to achieve optimal operation for the
Group on a global, consolidated basis. Under the AA Plan, we will improve efficiency
by enhancing our group management infrastructure through group financing, global




tax planning and the globally-optimized allocation of human resources. At the same
time, maintaining and heightening corporate soundness is also important for
increased corporate strength. To achieve this, we will further advance risk manage-
ment and ensure legal compliance.

Corporate Governance

Recent outbreaks of corporate scandals have undermined trust in the economic sys-
tem, and carporate governance is under a spotlight as a universal issue. Meanwhile in
Japan, revision of the commercial laws has been discussed to give more options for
corporate governance.

In April of 2003, we released the Sumitomo Corporation Corporate Governance
Principles with a view to enhancing efficiency, maintaining soundness, and improving
transparency of our management. What are notable in the principles are the following
five elements: increasing the number of outside auditors; reducing the number of board
members; appointing advisors from outside the Company; adopting an executive officer
system; and setting a limit to the terms of office of the chairman and president.

Studying several approaches and looking at current movement in the industry, we
have reached the above principles with approval of the Board. At the same time, we
reaffirmed that the essence of corporate governance is not the system per se. Rather,
it is our basic and unchangeable philosophy that upper management should conduct
business with a sense of noblesse oblige and a passion for the mission in accordance
with Sumitomo’s Business Spirit and Management Principles.

Prosperity and Dreams

Our business environment is going through manifold changes, including value systems
further diversifying, technological innovations continuously advancing, various geopo-
litical issues arising, trend towards global environmental conservation growing, and
more. These changes taking place across the globe are likely to grow in both speed
and magnitude.

However, Sumitomo Corporation is well prepared to cope with such circumstances.
We will continue to grow to become a leading global company that realizes our
Corporate Mission Statement, "to achieve prosperity and realize dreams,” as well as
provides diverse values to our stakeholders. To achieve these goals, we are steadily
and continuously making progress with our reforms to consolidate our earnings base
and reinforce our financial soundness. As a further step, we are tackling the ambitious
targets set out in the AA Plan, building on our achievements in reforms to date.

Thank you all for your continuous support.
Motoyuki Oka

President and CEO
July, 2003 N




AA Plan

Building on our achievements in the previous two medium-
term management plans, the "Reform Package” and the
“Step Up Plan,” we will continue to strive for further
progress in the “AA Plan.” We target a two-year average
risk-adjusted return ratio of 6% or above (net imcome-
based) and net income of ¥60 billion for fiscal 2003 and ¥70
billion for fiscal 2004, renewing record-high profits for the
coming two years. In developing the AA Plan, each Business
Unit developed a Business Portfolio Strategy that aims to
expand its earnings base through optimal allocation of the
management resources. We then verified each Unit's strate-
gy to ensure consistency with company-wide financial strate-
gy and risk management policy. Finally, the President and
the heads of each Business Unit discussed the plans from the
perspective of the whole company’s business strategy and
the optimal allocation of management resources, which
resulted in the plan for the Company.

Business Portfolio Strategy

The AA Plan aims to maximize efficient use of management
resources through the advancement of our Business Portfolio
Strategy, which clearly defines the future direction for each busi-
ness line. In preparing the AA Plan, each Business Unit determined

Strategy Map

the appropriate allocation of risk-adjusted assets by examining the
profitability and growth potential for each business line using the
Three Strategic Measures (risk-adjusted return ratio, business base,
and expected growth rate) introduced in 1998 as a common yard-
stick for the Company’s businesses. The risk profile of each busi-
ness was also analyzed to assure that each Business Unit would
achieve its profit target. We verified which business would be
sound, and ensured that the portfolio as a whole was not overly
weighted with high-risk businesses. With these considerations,
each Business Unit structured its own optimal Business Portfolio
Strategy.

The company-wide Strategy Map {see chart below) combines the
Business Portfolio Strategies of all Business Units to give an
overview of the allocation of risk-adjusted assets under the AA
Plan. We will increase risk-adjusted assets by ¥175 biflion in busi-
nesses we expect to grow further (left column), and by ¥30 billion
in businesses where we aim to improve profitability while main-
taining the same level of risk-adjusted assets (central column). At
the same time, we will reduce risk-adjusted assets by ¥35 billion in
businesses we plan to scale back or sell to realize value (right col-
umn). Under the AA Plan, we will aggressively increase risk-adjust-
ed assets in high growth and highly profitable core businesses
while continuing with replacement of risk-adjusted assets through
thorough business selection.
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Profitable expansion +¥80 billion Maintaining profitability +¥30 bilion | Value realization -¥10 billion
* Acquisition of steel products business from -Overseas steel service center operation/ | *Media, electronics and network
Nichimen Corporation Steel pipe SCM business *Chemicals
o *Automobile leasing and financing *Vessels ‘ etc.
ge] *IT solutions services/Broadcasting media -Power plant projects
g -PVC pipe business in the U.S /Agricuitural chemicals/ | *Cable TV ‘
B == Medical, pharmaceutical and biotechnology *Office building rental business/
SE +Coal/LPG Sales of condominiums
g *Food and foodstuffs etc.
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5 P stc. | New entry Downsizing
© +¥15 biflion -¥15 billion
= | i R .
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o - development . - ili
< +¥80billion |~ e Low-profitability
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8 gqgfipment(;agsiness/n ' stc. Improve profitability +/- 0 etc.
S allway and transporation +Batu Hijau copper and gold mine project
i products and equipments/ -Plastics processing
o Overseas automobile otc
5 dealership ‘ Withdrawal -¥10 bilon
5 *Investments in power producers »Restructuring of domestic subsidiaries
O *Mineral resource development
g ete.
. § | *Food Supermarkets
: +Logistics network in China
*Venture funds, private equity investment  etc.

" Three Strategic Measures 1. Risk-adjusted Return Ratio = consolidated return / consclidated risk-adjusted assets”
2. Business Base = the amount of added value generated by the business + labor costs + depreciation + interest expenses
3. Expected Growth Rate = the rate of increase of the business base mentioned above
* The value of maximum losses that could be incurred if all the potential risks were actually to occur during the accounting period.
This is calculated as a sum of (a) receivables, inventory, fixed assets, and securities multiplied by each risk weight on the balance shest
and (b) off-balance sheet risk such as market risk.




10

Business Unit Strategies

We will aggressively increase risk-adjusted assets by a net ¥170 bil-
lion in the Company’s core businesses during the two-year period
of the AA Plan. We will increase risk-adjusted assets on a net basis
in nine out of eleven segments, particularly in the Mineral
Resources & Energy Business Unit, the Media, Electronics &
Network Business Unit, and the Transportation & Construction
Systems Business Unit. The two exceptions are the Materials & Real
Estate Business Unit and the Domestic Regional Business Units,
Offices and Branch Offices, where we continue to withdraw from
low-return domestic businesses.

We will increase ¥30 billion of risk-adjusted assets in the Mineral
Resources & Energy Business Unit, the largest investment in our
segments. We have been placing strategic focus on this Business
Unit, which includes coking coal and a number of other highly
profitable areas. The AA Plan aims to acquire upstream assets of
excellent quality in areas including coal, oil, and liguefied natural
gas (LNG), pricritizing profitability rather than scale. In addition, we
will expand electricity retailing and promote businesses related to
new technology such as small modular high-temperature gas reac-
tors. The performance of the Batu Hijau copper and gold mine
development project is improving, and it is expected to contribute
to profits during the Plan.

We have the largest amount of risk-adjusted assets in the Media,
Electronics & Network Business Unit, reflecting our long-term
strategic focus. The Unit has a firm foundation in broadcast media

business with Jupiter Telecommunications Co., Ltd., which has a
dominant share in the cable TV market, and Jupiter Programming
Co., Ltd. It also has a strong presence in IT solutions with Sumisho
Computer Systems Corporation and Sumisho Electronics Co., Ltd.
In the IT industry, technology develops extremely rapidly and the
operating environment is subject to dynamic changes. This pres-
ents us with a wealth of opportunities and, while constantly
strengthening its core businesses, the Unit will also actively invest
in new areas such as interactive broadband content.

The Transportation & Construction Systems Business Unit have
created value chains in the auto financing and overseas auto deal-
erships businesses, combining vehicle sales with leasing, insurance,
and maintenance businesses. We will continue to strengthen these
businesses, leveraging our integrated corporate strength encom-
passing global customer relations and financing capabilities.
Sumisho Auto Leasing Corporation has increased the number of
vehicles it holds for lease to nearly 200,000, and plans to further
expand its business through strategic mergers and acquisitions.

We are also investing management resources in growing core
businesses in other areas. Our initiatives include the planned acqui-
sition of the steel products business of Nichimen Corporation, and
consolidation and expansion of the supermarket business.

Risk-adjusted Assets / Risk-adjusted Return Ratio (net income-based) by Segment

Planned changes in Risk-adjusted Assets

under the AA Plan

Mineral Rescurces & Energy : e

Media, Electronics & Network

Transportation & Construction Systems

Overseas Subsidiaries and Branches

Machinery & Electric

Consumer Goods & Service

Chemical

Metal Products

Financial & Logistics
Domestic Regional Business:Units,
Offices and Branch Offices
Materials & Real Estate e
(Bittions of Yen}  -10 o] 10 20

30

Risk-adjusted Assets
at fiscal year-end

2002 2004

Risk-adjusted Return Ratio
(net income-based)

(target) iOStep Up Plan @ AA F’Ian (targeti)
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Note: Risk-adjusted Return Ratios are the average over the two years during each Plan,




Steady improvement in earning power

We have consistently been pursuing the target risk-adjusted return .

ratio of 7.5%, which covers shareholders’ cost of capital, and have
steadily expanded our earnings base and enhanced our corporate
strength towards achieving this goal.

Under the Reform Package started in fiscal year 1999, we rein-
forced our corporate strength mainly by selecting core businesses
and downsizing non-core businesses. In the following Step Up
Plan, begun in fiscal year 2001, we focused on improving asset
quality by promoting the replacement of low-profitability assets
with high-profitability assets. Now under the AA Plan, we will
aggressively expand our earnings base while maintaining our basic
strategy of improving corporate strength through the selection and
reinforcement of core businesses and the replacement of assets.

Changes in the so-called “Basic Profit” show a steady improve-
ment in our earning power as a result of these efforts. The consis-
tent improvement in our corporate strength since the start of our
reforms in fiscal year 1998 can be seen more clearly by looking at
the breakdown of risk-adjusted assets classified by the level of risk-
adjusted return ratio. The proportion of risk-adjusted assets with a
risk-adjusted return ratio of 7.5% or nigher was only 19% before
the reforms were started. By the end of the Step Up Plan at the
end of fiscal year 2002, it rose to 46%. During the AA Plan, we
aim to increase it further to 56%. We also plan to substantially
reduce the proportion of low-profitability risk-adjusted assets with
a negative risk-adjusted return ratio to 5% by the end of the AA

Basic Profit*

60 622 | |

i \

1998 1999 2000 2001 2002 2003 2004
(target) (target)

AA Plan

T‘?gform Paélgééé o Step Up Plan

*(Gross trading profit + Selling, general and administrative expenses,
+ Interest expenses, net of interest income + Dividends) x 58%
+ Equity in earnings {losses) of associated companies, net

Plan, which was 30% before the reforms started, _

As a company with a strong global network, we see the structur-
al changes playing out across diverse industries as presenting ever
expanding opportunities. Under the AA Plan, we will continue with
our reforms, strengthen the Company and aggressively expand our
garnings base.

Risk-adjusted Assets by Risk-adjusted Return Ratio
{net income-based) (Billions of Yen)

56% 26% 12% 5%
2004 —
(target) *] 980
46% 20% 3% 21%
2002 R J 810
19% 7% 34% | 30%
1097 ; b a70
0 200 400 800 800 1,000

[dRR>7.5% []7.5%>RR>3.0% []3.0%>RR>0.0% {]0.0%>RR
RR: Risk-adjusted Return Ratio
Note: Risk-adjusted Assets of Corporate Group are excluded.




Integrated Cdrporate Strength: The source of our value creation

Over the years, Sumitomo Corporation has built its own
strong business foundation consisting of trust, global net-
works, global relations and intellectual capital, and advanced
functions in business development, logistics solutions, finan-
cial services, IT solutions, and risk management. We organi-
cally and strategically integrate these elements to provide a
diverse array of values to our customers. We create business-
es based upon such “integrated corporate strength,” which
is our core competence.

Our Core Competence: Integrated Corporate Strength

Integrated corporate strength comes from synergies of tal-
ents of more than 30,000 Group employees, each of whom
has the expertise in his or her field to create and implement
new businesses.

By linking talented people at various levels in the corpo-
rate organization through active communication and team-
work, we further enhance this core competence to create
values that fully meet the diverse needs of our customers.

Risk Management :
Only an integrated trading company
with decades of business experience
can expertly manage diverse risks
associated with credit standing,
rmarkets, and enterprise operations.

Financial Services

This includes fee collection/payment,
provision of capital, project financing,
and advanced financing services such
as securitization of assets.

Risk Management e
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Trust N Global Network
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Based on Sumitomo's business ‘

philosophy, we have cultivated the \\Oont.
trust of our customers over the years, T n, e

This is the most fundamentat and
valuable asset of our business.

Global Network

With over 160 offices and 720
subsidiaries and associated
companies worldwide, our business
network provides a basic platform for
the prompt and secure transfer of
goods, funds, and information.
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IT Solutions

This involves the ability to build Supply
Chain Managerment (SCM) systems
and to support network business.

Creation and Provision of Diversified Values
to Meet Customer Demand

Logistics Solutions
In addition to the abllity to provide a
wide range of integrated logistic
services, we also have the capacity to
e develop and deploy services to match
' . demand and supply of cargoes,
o [T Solutions SN trucks, and warehouse space.

Logistics Solutions

Business Development

We excel in business creation, which
involves identifying promising new
products, developing new markets,
and organizing appropriate business

intellectual Capital \\\ operations.

Intellectual Capital

The wealth of know-how, experience,
and information accumutated by our
skilled personnel in diverse fields is
atso an important element of our sofid
business foundation.

o123

Global Relations

Our company has established close
and multifaceted relations with over
100,000 business partners around the
world across all industries.




Industrial park business that reflects our integrated corporate strength

=
Hajime Yamaguchi
General Manger, Overseas Industrial Park Department

We promote the development, sales and operation of industrial
parks in Indonesia, the Philippines, Vietnam and China to support
Japanese companies as they shift operations to Asia, which, at the
same time, contributes to the economic growth of Asian countries.
Collecting and providing valuable information in a timely fashion is
crucial to getting more companies to show an interest in and come
to the parks. Our global network and customer base, which cover
broad business fields and regions, are making it happen.

In our industrial park business, we provide a wide range of serv-

ices drawing on our capabilities as an integrated trading company.
We do not just provide our tenants with land and infrastructure
such as power, water and waste water disposal. We also offer vari-
ous support services: legal procedures for local registration; hiring;
arrangements for building materials and construction companies;
procurement, custom clearance, installation and set-up of plant
eguipments; purchase and import of raw materials and compo-
nents; just-in-time logistical service utilizing our own local ware-
house and logistics team; marketing and exports of finished goods.
It could be said that industrial parks are one of our typical busi-
nesses, as they are driven by our integrated corporate strength and
utilize the knowledge and experience distributed throughout the
Company.

The success of our tenants can benefit focal economies and soci-
eties as well. Our industrial park in Indonesia, for example, created
35,000 jobs and production worth US$2.5 billion, or 4% of
Indonesia’s total exports. This is one such positive side-effect that
our integrated corporate strength brings. We are pleased and hon-
ored to see our business become a part of a region’s prosperity
and dreams.

The intellectual capital of the Media, Electronics & Network Business Unit

Nobuhide Nakaido
Director and Managing Executive Officer
General Manager, Media, Electronics & Network Business Unit

The Media, Electronics & Network Business Unit runs the informa-
tion technology (IT) solutions business, the electronic manufactur-
ing services (EMS) business, and the broadcasting media business,
which range from cable TV network operations to film and video
content. These businesses are supported by as many as 4,500 pro-
fessionals, including highly knowledgeable, skilled engineers and
creative producers. These talented professionals who are specialists
in their respective fields constitute the intellectual capital of the
Business Unit and the source of its strength.

Within the IT solutions business, we have developed a team of

corporate high-tech venture capitalists who are engaged in identi-

. fying promising new technologies in the U.S., a leading country in

this field. This team has built a global network that encompasses
the world's top venture capitalists, our own [T-related subsidiaries,
and our domestic and foreign customers, thus enabling them to
quickly evaluate cutting-edge technologies. In addition, we have
about 2,000 engineers working for our IT subsidiaries that cus-
tomize those technologies for Japanese customers and deploy
them in the Japanese market.

In broadcast media, our production and programming staff cre-
ate top-notch content, and our cable TV operation is backed by
numerous network engineers that provide 24-hour support for
multi-channel broadcasting, telephone, and Internet services. In
our mavie business, film professionals sensitive to contemporary
trends are regularly producing highly popular movies, including the
award-winning " Tasogare Seibei” ("The Twilight Samurai”).

In the EMS business, we have a group of experts who handle a
centralized procurement system for thousands of components, and
manage assembly and delivery of printed circuit boards for digital
home appliances. They are deployed in manufacturing and supply
bases across Asia and respond to the exacting requirements of cus-
tomers.
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Continuous evolution of value chain in our automobile business

Makoto Sato
Executive Officer
General Manager, Motor Vehicles Business Division

We began our automobile business by exporting 20 buses to
Myanmar in the early 1950s, and subsequently grew along with
the development of the Japanese auto industry. At its peak in the
1980s our annual car export volume reached about 600,000 units
per year, or 10% of Japan’s total car exports. In recent years our
exports have been about 300,000 units per year since Japanese
auto manufacturers began to shift production to the U.S. and
other countries. However, we have taken advantage of the growth
in overseas production by promoting the procurement and supply

Communication and Teamwork

of equipment and automative components to Japanese manufac-
turers’ overseas production bases.

In addition, we have been developing and expanding automobile-
related business in overseas market by leveraging our unique financ-
ing capabilities and expertise in overseas business that we have
gained from years of experience in the auto sales business, by pro-
viding local independent sales companies with management training
and marketing assistance. Starting with the establishment of a dis-
tributor in the U.S. in the 1970s, we now have more than 20 distrib-
utors, about 90 auto dealers, and 12 auto financing companies
worldwide. Moreover, we are providing global value chains that
organically combine these businesses to produce high added value.

Sumisho Auto Leasing Corporation is one of the largest auto leas-
ing companies in Japan. Leveraging its expertise developed in cor-
porate lease financing, it established a new company with Sanyo
Shinpan Finance Co., Ltd. in October 2002. The new company
started a consumer auto loan business, offering tailor-made servic-
es that match the diverse needs of today’s consumers.

Automobiles have become indispensable in our daily life, and we
are convinced that the automobile industry, including its support-
ing industries, will remain enormous. Looking at contemporary
trends carefully and responding precisely to market needs, we will
expand businesses with our integrated corporate strength fully
leveraged.

‘w—‘

—

Shuichi Mori
Executive Officer
General Manager, Corporate Planning & Coordination Department

To provide our customers with the best possible value and service,
we must fully leverage our integrated corporate strength, the core
competence of Sumitomo Corporation.

Integrated corporate strength functions effectively only when
each business segment and employee’s knowledge, experience
and expertise are shared and utilized. In this respect, our main

strength comes from boundaryless communication and teamwork
that permeates throughout our corporate cufture and values that
are put into practice dally by our employees.

To ensure this strength, we have set integrated corporate
strength as one of our criteria for evaluating both employees and
the performance of business sectors. For promoting communica-
tion, inter-divisional meetings to exchange business information
and project team activities are held throughout the organization
on a daily basis, to discuss new opportunities and business
expansion.

[We emphasize integrated corporate strength in our Corporate Mission
Statement and SC VALUES . *

* To achieve teamwork and integrated corporate strength through active
communication.
(from Sumitome Corporation’s Corporate Mission Statement)

* Integrated Corporate Strength — To create no boundaries within the

organization; always to act with a company-wide perspective.
(from SC VALUES <for Managerial Staff>)

i * The values described in our Corporate Mission Statement were integrated into nine
SC VALUES, to be shared among all officers and employees.




Overview of Operations

Outline for performance per Business Unit (Years ended March 31, 2003, 2002 and 2001)

(Billions of Yen)

L

Gross Trading Profit

Net thcome

Assets

Metal Products Business Unit

Transportation & Construction
Systems Business Unit

Machinery & Electric
Business Unit

Media, Electronics & Network
Business Unit

Mineral Resources & Energy
Business Unit

Consumer Goods & Service
Business Unit

Materials & Real Estate
Business Unit

Financial & Logistics
Business Unit

Domestic Regional Business Units,
Offices and Branch Offices

Qverseas Subsidiaries and
Branches

2001
2002
2003

2001
2002
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2001
2002
2003

2001
2002
2003

2001
2002
2003

2001
2002
2003

2001
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2003

2001
2002
2003

2001
2002
2003

2001
2002
2003
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2002
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Metal Products
Business Unit

We are aiming to build aidominant position in the steel and
non-ferrous metals business as the domestic steel industry
consolidates around two major groups and higher efficiency
becomes essential. We are working to strengthen our core
business lines through M&As, and our customer services such
as steel service center operations.

BUSINESS STRATEGIES

We expanded the business base of our steel activities, and boosted
our profitability through strategic M&As. The acquisition of the
steel products business fines from Nichimen Corporation will be
completed during fiscal year 2003, following our purchase of the
overseas assets from Nomura Trading Holdings Co., Ltd.

For steel sheets, we are reinforcing our domestic and overseas
steel service centers. We have 19 centers in eight Asian countries—
five of which are in China—and seven in North America, and their
total annual process capacity of 3.5 million tons leads the industry.
We are also the first Japanese company to set up a steel service
center in the Czech Republic. The center is expected to begin oper-
ations in 2004. Leveraging -our global network of operation cen-
ters, we will upgrade our global procurement capabilities and fur-
ther improve local services for a wide range of customers.

Our steel pipe business has been driven by steady demand for Oil
Country Tubular Goods (OCTG) and line pipes, as energy prices
remain high and the number of gas exploration projects increase.
We intend to strengthen our cost competitiveness and improve
customer satisfaction through high value-added services. An exam-
ple is the comprehensive support we provide through our Tubular
Information Management System (TIMS), a proprietary online sup-
ply chain management system highly praised by clients globally.

Among non-ferrous metals, our aluminum business covers from
ingots procured through participation in overseas smelting proj-

Gross Trading Profit

I
|
b
I

Shigemi Hiranuma
General Manager, Metal Products Business Unit

ects, to products, scraps and secondary alloy ingots. We are com-
mitted to maintaining our leading position among trading compa-
nies in aluminum products and ingots trading.

In metal products used in automobiles, we will continue to
advance our auto industry-oriented services, handling both steel
and aluminum products as a One Stop Shop. We are also setting
up new steel service centers and distribution systems for car com-
ponents in markets where auto production is rapidly growing, such
as China and central Europe.

SC Grainger Co., Ltd. has steadily increased its online sales of
maintenance, repair and operating (MRO) supplies such as factory
tools, and the number of client companies topped 30,000 in its
second year. We will stay committed to this new business model,
targeting 80,000 clients by the end of 2003.

(Billions of Yen) Net Income {Billions of Yen) Assets (Billions of Yen)
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BUSINESS HIGHLIGHTS

. We promoted three large M&As, focusing on speed, cost and human resources. The
purchase of the overseas steel business of Nomura Trading Holdings Co., Ltd. highly
contributed to the expansion of our steel service center operation network. it
strengthened our Asian business in zinc-coated steel sheets and ushered us into the
Vietnamese market. It also reinforced the management of our steel service center
operation, as we received human resources from Nomura. By acquiring Nichimen
: Corporation’s steel business lines and combining it with our related businesses, we
- will strengthen our domestic businesses in stainless steel and specialty steel, automo-
bile-related products and other areas. We also bought the tubular product division of
North Star Steel Company in the U.S. with France-based Vallourec & Mannesmann
Tubes. This purchase helped us 10 secure and expand supply source to accommodate
 the growing market for OCTG,

Eurcope

m: Our environment-conscious aluminum recycling business

We have been focusing on the aluminum recycling business as part of our efforts in
environmentally-friendly businesses. Producing primary aluminum ingots from baux-
ites and alumina consurmes & large amount of electricity, while it only takes 3% of
- tha.t amount to produce recycled aluminum ihgots py re-melting aluminum scraps,
i] products _ saving an enormous amount of energy. Summit Aluminum Ltd., our subsidiary, is the

3 leader in production of recycled aluminum ingots in Japan, producing 120,000 tons
annually. The company contributes to the achievement of a recycling-based society,
by producing and selling recycled aluminum ingots that are widely used for car com-
ponents and aluminum sheets for cans.

Primary
aluminum ingots

Recycled aluminum ingots
production plant

Organization

Planning & Administration Dept., Metal Products Business Unit
Metal Products [T Scolution Dept.

Plate & Stee! Structure Dept.
Railway Products, Forging & Casting Dept.
Construction Steel Products & Steel Scrap Dept., Tokyo

Metal Products Business Unit

Steel Business Planning & Investment Dept., No.2
Steel Shest & Strip international Trade Dept., No.1
Steel Sheet & Strip International Trade Dept., No.2
Steel Sheet & Strip International Trade Dept., No.3
" Steel Sheet & Strip Dept.

Stainless Steel, Wire Rod & Spaciality Steel Dept.
Summit Steel Corporation Sales Dept.

Tubular Products International Trade Dept.
Specialty Tubular Products & Titanium Products Dept.
Tubular Products Dept.

Steel Sheet Products & Non-Ferrous Products for Automotive Industries Dept.
Steel Tubulars for Automotive Industries Dept.
Wire Rod & Speciality Steel for Automotive Industries Dept.

Light Metals Products Dept.
Light Metals Dept.
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Transportation &
Construction Systems
Business Unit

The strength of the Unit lies in having group companies that
are consistently profitable, such as Sumisho Auto Leasing
and Oshima Shipbuilding, and in our strong presence in the
traditional trade business. We also operate dealerships of
automobile and construction equipment in 21 countries, and
are expanding our financing business primarily in the area of
auto loans. ‘

BUSINESS STRATEGIES

Reflecting buoyant demand in the vessels business, we received
orders for 70 new vessels in fiscal year 2002, the largest number of
orders we have ever received in a single fiscal year. Oshima
Shipbuilding Co., Ltd., our associated company, turmned in strong
results as well. We further received orders worth about ¥16 billion
jointly with Universal Shipbuilding Corporation for two giant
300,000 ton-class oil tankers for Hong Kong Ming Wah Shipping
Co,, Ltd.

We established a new subsidiary in the Netherlands for the air-
craft leasing business, Sumisho Aircraft Asset Management B.V.,
and we are securing stable revenues by leasing aircraft owned by
the Company chiefly to European airlines.

In the railroad and transportation-related area, we received con-
secutive orders for large-scale projects in the U.S. and Asia. In the
U.S., we received a ¥25 billion order in partnership with Mitsubishi
Heavy Industries, Ltd. (MHl) for an automated people-mover sys-
tem at Washington Dulles International Airport. In Asia, through a
consortium of seven companies including MHI, we jointly won a
contract worth about ¥100 hillion to lay tracks for a high-speed
train in northern Taiwan.

In the automohile-related area, Sumisho Auto Leasing
Corperation consclidated its business by acquiring Kubota Lease

Shuji Hirose
General Manager, Transportation & Construction Systems Business Unit

Corporation and the auto leasing business of Kawasho Lavie
Corporation. We also expanded our lease finance business over-
seas through our subsidiaries including Indonesia-based P.T. Oto
Multiartha. In October 2002, we established Sumisho Pocket
Finance Corporation in partnership with Sanyo Shinpan Finance
Co., Ltd. and entered the auto loan retailing business. Sumisho
Packet Finance offers a new type of loan to customers who want
to sell their cars before completely repaying their auto loan. Our
automobile dealership business, which began full operations in
1992 in Australia, currently has expanded to 19 countries globally.
Automobile sales in central and eastern Europe have been espe-
cially robust.

As for our construction equipment business, beginning with the
establishment of a subsidiary, Komatsu Canada Limited, in 1972,
we have built a top-class network of dealerships for Komatsu con-
struction equipment in the U.S. In March 2003, we additionally
acquired Mitchell Distributing Company LLC and further strength-
ened our base in North America. In addition to our strong trade
performance in the Middle East and Asia, we operate construction
equipment sales companies in Spain, Australia, China and Russia.

Assets

(Billions of Yen) Net Income (Bilions of Yen) (Billions of Yen)
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BUSINESS HIGHLIGHTS

!5 Order received for a people-mover system at Washington Dulles International Airport

2N Crystal”
£.) Mover

We won a contract together with Mitsubishi Heavy Industries, Ltd. (MHI) to build
MH!'s automated people-mover system, Crystal Mover, at Washington Dulles
' International Airport. Phase one of the project, a length of about 3.5 km, is scheduled
to be completed in 2008. Plans call for the system to be further extended to a total
“length of 10 km, and when finished, it should be the world's longest people-mover
system at an airport. This project is the third order we have received in partnership
with MHI for new airport transportation systems. Others have come from Miami
International Airport in the U.S. and Changi International Airport in Singapore.
¢ Winning this contract for Washington D.C.'s airport, & major international hub for
travel to the U.S., was extremely important in laying a foundation for future orders.

Image of MHI's Crystal Mover for Washington Dulles
International Airport

We have strengthened our core automobile and construction equipment businesses
through M&As. In the U.S., we acquired Mitchell Distributing Company LLC, a dealer-
ship of Komatsu construction equipment that has eight branches in North and South
Carolina with annual sales of about ¥9.6 billion, from Marubeni Corporation.
Combined with our existing network of dealerships in Canada and the U.S,, we now
account for 30% of Komatsu's construction equipment sales in North America.

In Japan, our subsidiary, Sumisho Auto Leasing Corporation purchased Kubota
Lease Corporation, which is top-class in the forklift leasing business, and the auto
leasing business from Kawasho Lavie Corporation. As a result of these activities, the
number of vehicles we have for lease has increased from around 173,000 to more
than 200,000, making us the second biggest company in the auto leasing industry.

We acquired a Komatsu construction equipment dealership with
eight branches in the U.S.

Organization

Transportation & Planning & Administration Dept., Transportation & Construction Systems Business Unit
Construction Systems Business Unit

c yEte Sine Ship & Marine Project Dept.
Aerospace Dept., No.1

Aerospace Dept., No.2
Transportation Project & Equipment Dept.

Motor Vehicles Business Planning & Coordination Dept.
Matar Vehicles Dept., No.1
Motor Vehicles Dept., No.2
Motor Vehicles Dept., No.3
Motor Vehicles Dept., No.4

Construction Equipment Dept., No.1
Construction Equipment Dept., No.2
Construction Equipment Dept., No.3
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Machinery & Electric
Business Unit

Overseas, we are focused on electric power projects includ-
ing investment, infrastructure development projects mainly
related to water and energy, and solutions-oriented
telecommunication projeats. Domestically, we are committed
to strengthening our position in the fields of biotechnology
and energy.

BUSINESS STRATEGIES

In fiscal year 2003, we will improve the profitability of power proj-
ects through the balanced strengthening of power plant projects
(engineering, procurement and construction), power plant invest-
ment, and new power-related businesses. In the area of large-scale
power plants, construction of a thermal power plant in Indonesia is
scheduled to recommence, -and following this, we plan to secure
more orders primarily in Southeast Asia. In power plant invest-
ments, following our major eguity participation in Phu My 2-2
(IPP*) in Vietnam and the Hermiston power plant in the U.S., we
look for investments in first-class power plants, mainly in the U.S.
For new power-related businesses, we are placing our focus on
environmentally-friendly and energy-saving business, such as ener-
gy service companies (ESCO) in Thailand, solar power modules,
and regional air-conditioning business in the Middle East.

In overseas infrastructure and energy projects, we will commit
ourselves 1o securing orders for highly-profitable projects, especially
those related to water and energy. In Saudi Arabia and Kuwait, we
have been actively working to establish IWPP** for the past few
years. In the Middle East, Southeast Asia and Latin America, we are
striving to secure order for profitable oil and gas-related projects.

In the area of information and telecommunications, we are
expanding and developing our traditional trade business into soiu-
tions-oriented businesses, such as Internet-related business and
system integration business. We focus on projects rooted in core

Kosaburo Morinaka
General Manager, Machinery & Electric Business Unit

markets, striking a balance between trade and investment profits.
MobiCom Corporation, established in 1995 in Mongolia under
alliance with KDDI Cerporation, has been steadily increasing its
profit and expanding its business area. In April 2002, we formed a
capital alliance with KDDI on a new project in Brazil, one of our
core markets, in order to bolster our business in the IT and
telecommunications markets.

As for domestic business, we plan to maintain our earnings base
in conventional machinery and equipment-related businesses while
pioneering new growth areas such as biotechnology and new
energy. We aim to increase earnings by expanding our businesses
in drug discovery, medical care and preventive medicine through
SC BioSciences Corporation and bio-venture funds. Given
increased deregulation in the power industry and the trend toward
C02 reduction, we aiso plan to extend our efforts to fuel cells,
micro-gas turbines and co-generation equipment.

*PP: Independent Power Producer
**IWPP: Independent Water and Pawer Producer

Gross Trading Profit
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BUSINESS HIGHLIGHTS

2 Power Project

- Through a consortium established in cooperation with The Tokyo Electric Power
- Company, Incorporated (TEPCO) and Electricité de France, we are participating in the
i Phu My 2-2 Project, the first independent power producer (IPP) project in Vietnam.
Construction of the 715 MW power plant in the Phu My region, about 50 km south-
- east of Ho Chi Minh City, has started in January 2003. The plant is scheduled to go
on stream in November 2004. Minimal environmental impact and the world's highest
 level of thermal efficiency is targeted to be achieved by adopting advanced combined
- cycle technology and using natural gas as the plant’s primary fuel. Generated power

- will be sold exclusively to Electricity of Vietnam for 20 years, after which the plant will

. be transferred to the Government of Vietnam.

!5 SC BioSciences: supporting drug discovery with cutting-edge biotechnology

e

Construction site at the Phu My 2-2 thermal power plant, the
first independent power producer in Vietnam

. r .
1 o
g - e .

Yokohama Laboratory of SC BioSciences is outfitted with state-
of-the-art bio-science technology and equipment.

SC BioSciences Corporation focuses on genomics, proteomics and bioinformatics. The
compeny is dedicated to be a One Stop Shop for biotechnology, with support for cus-
tomer implementation of global cutting-edge biotechnologies, a biotechnology-relat-
ed equipment business, and bio-venture investment and incubation both in Japan
and abroad.

SC BioSciences has acquired exclusive sales rights in the Japanese market to several
products developed by U.S. bio-ventures, including Quantum Dot Corporation’s flo-
rescent reagents for cell labeling and Xenogen Corporation’s imaging system for
monitoring miniscule amounts of light emitted from within the bodies of test animals.
In collaboration with the Japanese subsidiary of U.S.-based Ciphergen Bicsystems,
Inc., the company has been conducting joint sales activities for ProteinChip® Systems,
and more recently has initiated protein identification and analysis services at
Biomarker Discovery Center in Yokohama. -

Organization

1
Machinery & Efectric Business Unit J

Planning & Administration Dept., Machinery & Electric Business Unit

Magchinery & Systems Dept.
Facilities & Systems Dept.
Information & Electric Systems Dept.

Project Development Dépt., No.1
Project Development Dept., No.2

Power Project Dept., No.1
Power Project Dept., No.2
Power Project Dept., No.3
Power Project Dept., No.4

Information & Telecommunication Project Dept., No.1
Information & Telecommunication Project Dept,, No.2
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Media, Electronics &
Network
Business Unit

Qur activities in media include cable TV, satellite broadcast-
ing and movies. in the area of networks, we are strengthen-
ing our hardware and software businesses while pursuing
synergies with our media business. Our activities in electron-
ics consist of developing.electronic manufacturing services
(EMS) chiefly in China.

BUSINESS STRATEGIES

As one of our media businesses, Jupiter Telecommunications Co.,
Ltd., the cable TV multiple systems operator, has enjoyed a steadily
increasing number of subscribers. By the end of March 2003, the
number reached 1,626,300; a rise of 20% from the level of a year
ago. To boost customer satisfaction and improve profitability, the
company plans to promote digitalization measures and bolster its
contents business. Jupiter Programming Co., Ltd., a multi-channel
operator, will also endeavor 10 expand its business by creating and
procuring appealing content.

In the area of movies, we will continue together with Asmik Ace
Entertainment Inc. to produce and invest in quality Japanese films,
while reinforcing our distribution business and strengthening video
and DVD sales of first-rate foreign films. Additionally, United
Cinema Co., Ltd. intends to expand its cinema complex business
nationwide.

For networks, we plan to expand our systems-related businesses
in response to the growing:use of Internet Protocol (IP) and broad-
band. These initiatives will ‘be led by Sumisho Computer Systems
Corporation and Sumisho Electronics Co., Ltd. (SSE). The new SSE,
formed through a merger with SC ComTex, Inc., has entered a
capital and business alliance with Nissho Electronics Corporation to
acquire a bigger share of the telecommunications network market.
The alliance could potentially extend to operational and managerial

(Billions of Yen) Net income

Nobuhide Nakaido
General Manager, Media, Electronics & Network Business Unit

integration. In November 2002, AlphaBridge Corporation launched
“PuCa,” an automatic online delivery service for broadband content,
and will continue to concentrate its investments on planning, pro-
ducing and delivering broadband content, and Internet marketing.

The electronics market is showing signs of recovery, though cost
competition is likely to intensify. We will focus on expanding busi-
ness in 300mm silicon wafers, blue and white LED chips, and other
high value-added areas, as we concurrently search out new value-
added components. We will also continue to devote efforts to car-
bon nanotubes as a future core business.

We further plan to add greater value to our EMS business by
boosting purchasing power for components, and by intraducing
high-density printed circuit board assembly and design technigues
to shorten lead time and facilitate mass production. Responding to
the transfer of production to China by Japanese electronics manu-
facturers, Sumitronics Corporation, which has fabless EMS centers
all over the Asian region, intends to develop business in northern
China in addition to expanding in southern and eastern China.

(Billions of Yen) Assets (Billions of Yen)
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BUSINESS HIGHLIGHTS

. Jupiter Programming Co., Ltd. participates in the cperations of ten companies and a
 total of 14 channels. Of the ten, Jupiter Shop Channel has achieved exceptionally fast

growth, with sales increasing 39% year-on-year t0 ¥27.6 billion in the fiscal year
ended December 2002. It enjoys the top position in the industry with a share of

. approximately one-fourth of the TV shopping market. The number of subscribers has
: grown to 15.55 million as of the end of March 2003, up 29% from the end of 2001,

Shop Channel displays as many as 700 domestic and foreign items every week on its
24-hour, 365-day broadcast, and has won strong support, especially from house-
wives. As a leading company in the rapidly growing TV shopping market, we are look-
ing to further expand our operations potentially through alliances with terrestrial
broadcasting companies.

The Jupiter Shop Channel broadcasting studio

We hold an equity interest in United Cinemas Co., Ltd., a company that manages cin-
ema complexes. In the fiscal year ended December 2002, the company became prof-
itable, owing in part to growth in the cinema market. In spring 2004, it will open a
new cinema complex with nine screens located near Toshima-en in Nerima-ward,
Tokyo. This will be United Cineras’ eleventh cinerna complex, but its first in the cen-
tral area of Tokyo. With 1.2 million people in this market area, the company targets
prafits for the new complex in its first year,

We have also been successful in our film-making and investment businesses. A film
in which we invested, “Tasogare Seibei” {(“The Twilight Samurai”), won the 2002
Japan Academy Award, and three films, including Ping Pong, a film produced by the
group company Asmik Ace Entertainment Inc., were also awarded for their excel-
lence.

Organization

Media, Electronics & Network
Business Unit

Planning & Administration Dept., Media, Electronics & Network Business Unit

Visual Media Dept.
Cable TV Dept.

Information & Telecommunications Dept.
Network Business Dept.
Network Systems Dept.

Electronics Dept.
Electronic Materials & Equipment Dept.
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Chemical
Business Unit

We are committed to pursuing new business opportunities
by shifting our resources into advanced, cutting-edge fields,
such as new materials, electronics, biotechnology and med-
ical care, and into overseas businesses, especially in China. In
plastics and organic chemicals, we continue to concentrate
our resources in highly profitable areas.

BUSINESS STRATEGIES

Demand in Asia is expected to grow for inorganic and specialty
chemicals, especially for chemicals related to electronics materials.
We plan to increase profits from lithium-ion rechargeable batteries
by seizing opportunities of localization as well as reinforcing pack-
aged exports of materials to Korea and China. In electronics mate-
rial chemicals, we are targeting the top position in the industry by
implementing & supply chain management (SCM)-based batch
delivery system, which we have been promoting in Taiwan and
China. We are also building:a new business in China for phospho-
rus- and fluorine-related chemical materials. Further, we intend to
secure stable earnings in the sulfur and sulfuric acid with a main
focus on the Swiss-based Interacid Trading S.A. In the hydrogen-
related business, Sumisho Air Water Co., Ltd. developed Japan's
first mobile hydrogen gas station, which has been adopted by
Toyota Motor Corporation and Nissan Motor Co., Ltd. We are
extending sales of the station to transportation agencies and local
governments, developing it, alongside fixed hydrogen gas stations,
into a centerpiece of