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>>Conselicetiee Financial Fighlights

Promise Co., Lid. and Consolidated Subsidiaries
Years ended March 31, 2004 and 2003

Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004
For the Year:
Total operating income ¥ 390,981 ¥ 410,619 $ 3,701,067
Operating profit 87,869 108,958 831,781
Income before income taxes 79,138 105,806 749,129
Net income 41,576 60,716 393,567
Credit losses including provision for uncollectible loans 146,413 124,810 1,385,958
At Year-end:
Total assets 1,718,721 1,855,353 16,269,607
Consumer loans receivable: Principal 1,529,055 1,614,524 14,474,200
Total shareholders’ equity 636,667 618,110 6,026,763
Interest-bearing debt 1,004,033 1,154,086 9,504,288
Allowance for credit losses 133,877 115,388 1,267,293
Amount per Share (Yen/U.S. Doliars):
Net income, basic* ¥ 34219 ¥ 483.62 $ 3.25
Cash dividends 100.00 100.00 0.95
Shareholders’ equity 5,260.21 4,852.12 49.79

" Based on Japanese accounting standards

Note: U.S. dollar amounts in this annual report are translated from yen, for convenience only, at the rate of ¥105.64 to U.8.81, the approximate exchange rate

at March 31, 2004.
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Hiroki Jinnai,

ntand Hepresantative Director

2 Promise Co., Ltd.
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In the past fiscal year, total operating income
amounted to ¥391.0 billion, which represents
a 4.8% decline year on year. One of the main
reasons for this decrease was the exclusion of
two previously consolidated subsidiaries—GC
and MITSUWAKAI—from our performance
due to their divestment in August 2003. For
the same reason, the consumer loans out-
standing on a consolidated basis at the end of
the fiscal year declined 5.3%, to ¥1,529.1 bil-
lion. Even ignoring the impact of excluding GC
and MITSUWAKAI from consolidation, both
total operating income and the consumer
loans outstanding decreased slightly, which
was a disappointment to us all.

Profitability also fell across the board. We
posted operating profit of ¥87.9 biflion, a drop
of 17.8%, while recurring profit fell 16.8%, to
¥89.9 billion. Net income declined the most,
down 31.5%, to ¥41.6 bilion. Reduced earn-
ings coupled with no deciine in operating

ve passec since the Cermpany

expenses, which at ¥303.1 billion were almost
the same as last year, were the main reasons
behind the deterioration in profitability. In par-
ticular, credit losses including provision for
uncollectible loans, at ¥148.4 billion, account-
ed for almost half of operating expenses.
Nevertheless, we did succeed in cutting oper-
ating expenses other than credit losses by
12.4% year on year thanks to thorough cost
reduction efforts.

As you may have noticed, the percentage
decling in net income was substantially more
than the percentage decreases in other prof-
itability figures—even though we recorded
extraordinary income of ¥12.9 bilion on sales
of shares of GC and MITSUWAKAI. The higher
percentage decline in net income resulted from
an ¥18.7 bilion extraordinary loss in special
retirement payments booked because of our
implementation of a voluntary retirement plan.
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From the year we went public through the fis-

cal year ended March 2001, we chalked up Operating Expenses and Credit Losses

growth in revenues and profits every year. In (¥ billior) (%)
the following two years, we had to settle for j 400 y "5
growth in revenues but declines in profits. 200 » S
Mounting credit losses are behind our deterio- .30
rating profitability; if you compare credit losses 200 "

for the year ended March 2001 with the year
ended March 2004, they have gone from 25%

to about 50% of operating expenses. 0. oH E WD
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| . Credt losses

| - .- Credit losses as proportion
of operating expenses
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10-Year Summary of Net Income
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Looking back on that 10-year period, in
addition to the profitability decline posted in
the year ended March 2003, our first drop in
operating income since going public recorded
in the vear ended March 2004 stands out as a
significant turning point. Clearly, rising loan
losses and a decline in new customer num-
bers that began in the fiscal year ended March
2002 are behind the decrease in the con-
sumer foans outstanding. And this, in tumn, has
led to the drop in operating income. It is my
view that we have entered a correction phase
for demand, which has shown steady growth
over the past 10 years.

The prolonged stagnation in the Japanese

economy is, of course, a factor, but if you lock

at the trends in Japan’s consumer finance
industry, they indicate a more important
aspect—that changes in the legal system
have made it easier for individual debtors to
file for personal bankruptcy or debt restructur-
ing. For example, since the ban was lifted on

Number of Applications for Personal

Bankruptcy
(%)
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Promise Co., Ltd.

advertising by lawyers in Cctober 2000,
advertisements encouraging personal bank-
ruptey and debt restructuring can be found in

trains, taxis, and other public transport as well
as on lawyers’ websites. And, with the revision
of the Civil Rehabilitation Law, individuals have
been able 1o file for protection under this law
as well since April 2001.

As a result, the number of applications for
personal bankruptcy nationwide jumped by
24.1% in the fiscal year ended March 2002
and by 30.4% in the following fiscal year. The
rate of growth slowed to 5.7% in the fiscal
year ended March 2004, showing signs of
finally starting to level out. it seems that we
have reached the end of a period of rapid
growth in this figure. We anticipate that the
number of personal bankruptcies will not vary
significantly from its current level in the future,




Age Distribution of Promise
Workforce (Non-consolidated)

5,000 o
4000« | e
3,000 L.
2,000 o
1,000 »
Qe ORI
Dec. 31,03
W 55 orover
50 - 54
7] 45-49
T 40-44

Mar. 31, 04

35-39
30-34

L 25-29
_ . Under 25

Realizing that there Is a correction occurring
in demand, we expect consumer loans out-
standing in the current fiscal year to be
approximately the same as in the past fiscal
year. To increase the consumer Joans out-
standing, we have to acquire new customers
and prevent any deterioration in our loan port-
folio. These are the eternal issues faced by
companies in the consumer finance industry,
and | don’t think anyone has a simple answer
to how to deal with these issues. However, a
new television commercial that we first aired in
November 2003 has helped to slow the
decline in new customers, and we are fore-
casting our first growth in four years in new
customer numbers this fiscal year.

To improve the quality of our loan portfolio,
we have been using our “navigation system.”
While our credit provision systern mainly looks
at the grouping of customers—in other words,

Revising the age distribution of our workforce

is the foremost objective of the plan. Before
initiating the plan, approximately 30% of our
employees were 40 years old or over. From
1982 to 1984, companies in the consumer
finance industry, including Promise, rapidly
expanded their sales networks and hired
many people. The employees hired during that
period formed a significant bulge in the age
distribution of our workforce. Continuing to
employ them not only placed a large burden
on our cost structure, but it could have poten-
tially dampened the motivation of our younger

PSUUUUU VUSSP U [, S

An Interview with President Jinnai |

a statistical analysis of their age, family struc-
ture, annual earnings, and other factors—our
“navigation system” gives greater weight than
in the past to information on individual cus-
tomers, such as the history of their past trans-
actions. Using this system, we are attempting
to improve the accuracy of our credit provision.

| see the current fiscal year not as a year in
which we have to “step on the gas” to power i
through our present problems, but as a year in
which we will bring our falling total operating
income into check and reduce our expenses,
effecting a recovery in profitability. In particu-
lar, we expect to reduce credit losses by
being able to control growth in our loan losses
written off. We should also be able to cut per-
sonnel costs, the next biggest component of
operating expenses after credit losses, thanks ;
to the voluntary retirement plan introduced at
the end of the past fiscal year. ‘

staff. Friction between these generations of
workers is not goed for the 40-and-over
group either. With that in mind, we decided
that, for those older employees who still have
the ability to go out and start a new career,
the introduction of a voluntary retirement
would be advantageous for them as well as
for the Company.

Employees 36 years old or over who had
worked at least 10 years for Promise were &li-
gible to apply for the plan. Our original esti-
mate was that about 500 people would opt
for the plan, but in the end we received 734

Annual Report 2004 5




applications, and they all retired at the end of
the past fiscal year. As a result, the number of
employees aged 40 or over fell by almost half,
declining to 20% of the age distribution of our
workforce. Employees between the ages of
25 and 35 now comprise 60% of the overall
workforce, giving us an ideal age distribution.

Because a large number of managers

Qur full-line interest rate strategy, which
addresses the cash needs of a wide range of
customers, continues to hold the top spot
among our business strategies. The core of
this strategy is the 17.8% to 25.55% interest
rate products offered by parent company
Promise, for which we have consumer loans
outstanding totaling ¥1.35 trillion at the end of
March 2004. Subsidiaries, Plat and Sun Life,
handle slightly higher risk customers, supply-
ing products with a maximum legal interest
rate of 29.2%. At the other end of the spec-
trum, MOBIT, our joint venture with UFJ Bank

Respond to a Wide Range of Consumer Needs

T Market ~—

' PROMISE |

’//’\v [y

MOBIT
A joint venture with

N
UFJ Bank and . ,
another company VV\\/

Plat, Sun Life
i M&A subsidiaries

Loan interest
rate ranges
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retired under the plan, we appointed about
120 new managers in a reassignment of per-
sonnel carried out soon after. This action
clearly impressed on employees that if they
achieve results, they will be rewarded appro-
priately. | am hoping that this will boost the
motivation of our young employees.

@
D)

and another company, serves the needs of
lower risk customers, providing loans with
interest rates at 15% and 18%. The balances
of outstanding loans for our Plat and Sun Life
operations and for MOBIT are approximately
¥160.0 billion and ¥170.0 billion, respectivaly.
While these balances are only about one-tenth
that of the parent company’s loan portfolio, |
believe that they continue to have strong
growth potential.

I am frequently asked whether our strategy
of offering a full fineup of interest rates results
in Group companies competing for each
other's customers. To be honest, | think this
guestion misses the mark. For example, many
credit card and installment sales finance com-
panies offer the same 15% 1o 18% loans that
MOBIT does. As some Promise customers are
likely to be also using such companies outside
the Promise Group for this range of products,
I think that, conversely, using MOBIT as the
sole conduit for this type of loan allows us to
maximize the number of customers of the
Promise Group.

Getting back to GC and MITSUWAKAI, we
divested the companies based on our assess-
ment that their current business scale was too
small to cope with the capital investment

6
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required for growth. Specifically, we made the
decision to sell after considering the substan-
tial capital investment needed to install an IC -
card compatible system. Although, with the
sale of GC, we no ionger have a credit card
issuer in the Promise Group, this should not
be a problem. We will continue our business
tie-up with GC and issue credit cards through

Credit losses have dropped substantially at
PROMISE (HONG KONG), driving up recurring
profit more than 10 times during the past fis-
cal year and lifting the company to record
profit levels. In contrast to Japan, it has
become more difficult for people in Hong
Kong to take advantage of the personal bank-
ruptcy system, and it is no longer easy to go
bankrupt. That is one reason for the lower
credit losses. The maximum legal interest rate

@
©

An Interview with President Jinnai

that company. But now we have the option of
forming alliances with other companies to
issue our credit cards. We always believed
that credit cards are only customer develop-
ment tools, and we have never thought that
the credit card business itself could contribute
significantly to profit growth.

in Hong Kong is 48%, and PROMISE (HONG
KONG)'s overall yield on its loan is just slightly
over 40%. The company’s sales areas are
currently limited to Hong Kong, but we have
our sights set on a move to the mainland. This
is an issue for the future, and we are going to

do our homework thoroughly on the prospects
of such a move.

@
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Because of the special nature of our business,
many of our employees have access to the

personal information of customers. Therefore,
| cannot say that there is “zero” risk. However,

the following day, we ensure that it is kept in a
fireproof safe overnight.

To protect data, our systems are set up o
that employees cannot download customer

we consistently revise our rules and systems,
being careful to ensure that the risk is mini-

data to their computers; they can only view it.
In addition, storage media, such as optical
disks, cannot be used. Personal-use comput-
ers, camera phones, and other such devices
are banned in the workplace. We have also

mized. For example, whenever the personal
information of a customer is printed out, it
must be disposed of without fail on the same

day. If the information must be retained until set our {T division to work on developing a

Annual Report 2004 7



system that can monitor customer data
access in real time and automatically lock out
access deemed suspect.

Of course, no matter how many rules or
obstacles you put in place, as long as people
are involved there are no absolutes. In the

[ am convinced that a strategic alliance with
SMFG is essential if Promise is to become the
number one company in the consumer
finance industry in Japan. | have already men-
tioned that consumer loan demand has
entered a correction phase. In considering
how to expand our consumer lcans outstand-
ing under these circumstances, the brand
power, branch network, and customer base of
Sumitomo Mitsui Banking Corporation (SMBC)
were extremely appealing. For its part, SMFG
was very interested in entering the consumer
finance business, a growing market. As both
sides had the same goal in mind, we went
ahead with the deal.

The details of the agreement will be settled
over the next few months, At this point, we
have agreed that:

1. SMBC and Promise will offer 8% t0 12%
loans through SMBC's sales channels,

Major Points of Business Alliance with SMFG
+ SMBC and Promise will offer 8% to 12% loans through SMBC'’s sales channels.

end, we will have to rely on the heightened
awareness of each of our employees of com-
pliance and its importance. And, compliance
does account for the lion's share of our
employee training programs.

2. SMBC and Promise will jointly finance and
set up a new consumer finance company
that will supply 15% to 18% loans to the
market, and

3. SMBC will take a 15% stake in Promise for
the time being, but eventually SMBC will
raise that to 20%.

With the implementation of these terms,
Promise will come close to completing the full-
line interest rate strategy it has been pursuing
over the years.

Even if SMBC increases its stake in
Promise, the Company will retain its manage-
ment autonomy; both sides are in agreement
on that point. In our joint development of the
consumer finance business, Promise—with its
superior know-how—will hold the reins. And,
as evidence that both sides are equal partners,
we have also agreed that profits from busi-
nesses covered by the agreement shall be split
down the middle.

+ SMBC and Promise will jointly finance and set up a new consumer finance company that will supply 15% to 18% loans to the market.

- SMFG’s subsidiary, The Japan Net Bank Limited (JNB), and Promise will work on concluding a comprehensive business tie-up

that will include JNB’s loan business.

* SMBC and Promise will undertake joint research on setting up a finance business targeting the small company market.

* SMFG and the Promise Group will carry out an exchange of personnel at all business levels.

+ SMFG and Promise will plan further expansion of the scope of the alliance, including cooperation among SMFG members
Sumitomo Mitsui Card Co., Ltd., and SAKURA CARD COQ., Ltd., and Promise.

8 Promise Co., Ltd.
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| >>Corporats Covernancse 2t the Promise Greoup

As a trusted corporate citizen, the Promise Group
seeks to cooperate with society to realize mutual
harmony and benefit. We know that, to establish a
corporate governance organization that is sound and
transparent and to control business risk, it is essential
to achieve thorough compliance with laws and regula-
tions as well as with our own corporate rules. To that
end, we are working to strengthen and improve our
related organizations and systems.

10 Promise Co., Ltd.



Promise’s Compliance Strategy

No. 1 Support of Customer—
A company that fulfills its
social responsibility and
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Promise Code of Ethics Guidebook

Corporate Governance Organization

In June 2002, Promise introduced an executive officer system to speed up decision
making by clarifying the roles of its management and operations officers. In day-to-day
business activities, our executive officers now have the final say in the operations of the
departments and divisions that they are responsible for. On the other hand, business
proposals that run across divisional lines or will have a significant impact outside the
Company are discussed and decided by the board of directors. Comprising only six
directors, including several with civil service and financial services backgrounds, the
Company’s board of directors is structured to consider business proposals from diverse
points of view to ensure that no single faction of the management team becomes out of
hand or makes careless or nearsighted decisions.

To oversee management performance, we make use of our corporate auditor sys-
tem, which comprises four auditors, two of whom are outside auditors. Monitoring the
effectiveness of our internal control system and business execution is the role of our
Inspection Department, which carries out scheduled internal inspections of all sections.
With the cooperation of our corporate auditors, the Inspection Departments of each of
the companies in the Promise Group are strengthening their ties, working to establish a
Groupwide internal control system. To ensure that risks directly related to our manage-
ment and other important information are quickly reported, we are steadily strengthen-
ing our organization.

In addition, under the direct guidance of the president, we carry out energetic
investor relations activities at home and abroad, actively promoting understanding of
our corporate activities.

Achieving Thorough Compliance

With incidents of corporate leakage of personal information occurring one after the
other in Japan, the compliance systems of companies and even the morality of their
officers and employees are being called into question by consumers. These incidents
have also drawn attention from a legal aspect because of revisions in the Money-
Lending Business Control and Regulation Law and the Capital Subscription Law, which
govern the consumer finance industry, and the recent enforcement of Japan's law pro-
tecting personal information. Against this backdrop, the Company is stressing the
necessity within the Promise Group of giving high priority to and adhering to compliance
more than ever before. Using its corporate ethics as a foundation, Promise is sophisti-
cating its risk management and promoting thorough adherence to its compliance sys-
tem throughout the Company.

Until now, Promise has worked to infuse awareness of the compliance system
Companywide by producing a code of ethics, holding in-house training sessions, and intro-
ducing other initiatives. However, to further heighten the awareness of individual employ-
ees, we are taking steps to increase employees’ understanding of compliance, centered on
our Compliance Department, which was established in October 2001. These measures
include an active educational program and the use of our internal publications.

For example, by focusing on compliance education as the core of our human
resource nurturing efforts, we are encouraging employees to become gualified in this
area by taking the Compliance Officer Certification Examination (Consumer Finance
Course), which has been sponsored by Kinzai Institute for Financial Affairs, Inc., since
2003. As of June 20083, 1,171 of our employees have passed this examination. Through
this and other measures, the concept of compliance is steadily becoming part of our
corporate culture.

Moreover, a total of 121 compliance managers and 530 compliance administrators
have been positioned in each section and department of Group companies. Our com-
pliance staff check to make certain that rules are adhered to in each of our places of
business.

Annual Report 2004 11




>>Defa Seciion (Conselicetee Basls)

! Promise Group’s Business Indicators

1. Number of Unsecured Loan Branches

0o Q1 02 03 04

2000 2000/3 2001/3 2002/3 2003/3 2004/3
' Number of unsecured loan branches 1,352 1,786 1785 1,711 1,644
Staffed branches 470 637 630 570 544
1,500 o o Unstaffed branches 882 1,118 1,165 1,141 1,100
Number of ATMs and CDs 1,908 2,182 2,208 2,105 1,782
Number of automated contract machines 1,297 1,645 1,651 1,556 1,503
1,000 © ° - -
Number of loan processing machines — — — —_ 123
500 © e
‘ ‘ % } BB unstaffed branches
0 ‘ | D 7] staffed branches
00 01 02 03 04
2. Number of Accounts {Thousands)
(T ho%soandS) 2000/3 2001/3 2002/3 2003/3 2004/3
4000 Number of accounts 2,588 3,129 3,233 3,227 2,941
_ Year-on-year growth (%) — 20.9 3.3 . -8.9
3,000 o r {_ noc Individual customers 2,588 3,129 3,233 3,227 L 2,941
— ! ! Unsecured loans 2,585 3,126 3,230 3,225 2,939
! Secured loans 2 2 2 2 2
2,000 ° ! } o
| | Corporate customers a 0 0 0 —
i )
‘2 ; Unsecured loans — — — 0 —
1,000 ° ] ‘, o Secured loans 0 0 0 — -
!
E ? B secured loans
0o L - . L L o [[J unsecured foans
0c 01 02 03 04
3. Number of Employees
2000/3 2001/3 2002/3 2003/3 2004/3
6,000 - - ’ Number of employees 4372 5,376 5,723 5,773 4,599
5,000 ¢ .
4,000 » M e
3,000 « ] .
2,000 ¢ ‘\ ; J °
| i
1,000 ¢ .
Qe s e — — ) o
00 01 02 03 04
4. Consumer Loans Outstanding (¥ milion)
¥ ;i(lj\gon) 2000/3 2001/3 2002/3 2003/3 2004/3
' Consumer loans outstanding J159253_ 1418656 1543288 1,614,524 1,529,065
_ Year-on-year growth (%) — 224 8.8 4.6 -5.3
1,500 o 1 m e Individual customers 1,155,154 1414899 1,540,288 1,613,500 1,529,065
Unsecured loans 1,147,310 1,406,327 1,532,578 1,607,121 1,523,667
1 000 Secured loans 7,843 8,671 7,710 6,378 5,387
' Corporate customers 4,008 3,656 3,000 1,023 —
Unsecured loans — - — 1,023 —_
500 = B Secured loans 4,098 3,656 3,000 — -
B Secured loans
Qe Ll L L L ° 7] unsecured loans
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5. Unsecured Loans Outstanding, by Area (¥ millior)
(As of March 31, 2004) 2000/3  2001/3 20023 2003/3  2004/3
10% Unsecured loans outstanding 1,147,310 1,406,327 1,532,578 1,608,145 1,523,667
ke Domestc T1,130233 1,308,576 1514506 1592396 1,507,734
B agm, " Hokkaido 53,072 70,779 73,831 75114 68,663
(5 Hokkeido " Tohoku 123360 146932 152,743 160,028 153,446
Dok Kanto 370,436 474840 526717 565624 528,783
16.6% 517% e Chuy 158265 184857 212390 210,530
B xinki Kinki 208,881 253,076 273,141 252,723
[ Ghugoku, Shikoku Chugoku, Shikoku 82,930 105,151 132,112
s K 1362077050 T ia3167 T ieo s 16 a7a
Overseas 8,077 12,750 18,071 15,748 15,932
" HongKong Ugorr 12750 18071 15,748 15,932
6. Secured Loans Outstanding, by Area (¥ miflion)
(As of March 31, 2004) 20003 2001/3  2002/3 20033 2004/3
Secured loans outstanding 11,942 12,328 10,710 6,378 5,387
"Hokkaido 52208 2Ea 282 167
TTohoku T 953 o4 793 648 572
Kanto 5,564 4339 3980 784 768
[ Hoxkaico Chubu 747 754 T B17 5427423
D Tonor Kk T 3800 4036 3488 2810 2270
Chubu Chugoku, Shikoku 681 1,692 1,093 910 783
Kinki Tkyusha T T R R 7 E 501 80 402
[ Chugoku, Shikoku
[ Kkyushu
7. Loan Losses (¥ mifiion)
“;&%”l . (1"/8) 2000/3 2001/3 2002/3 2003/3 2004/3
' Consumer loans outstanding 1,159,253 1,418666 1,543,288 1,614,524 1,529,055
o Loan losses 34086 48780 72324  GbE0B 118571
1,500 o - ™ F FT Lgan loss ratio (%) . 4B 588 782
| A Cedtosses 3380 950% 124810 146413
oo |L LA _Provision or uncoleclile loans 40080 85990 86215 114733 136,525
i 5 [ /\ E i .4 Additional expense for loan lossesv__m_ o — - 10,7@9» 1007? 9,887
J/WJ Fo JJ Coliection of written-off loans 6,957 8,518 7,920 6,637 5,384
500 - 1 r ‘ ‘ o 2 [ Loan losses
i | i 1 "] Consumer toans
' } outstanding
0o z o 0 & Loan loss ratio
00 0t 02 03 04
8. Nonperforming Loans (¥ millior)
¥ bgg":‘) u(? 2000/3 2001/3 2002/3 2003/3 2004/3
s Corsomerloars oustarang TISZ00 141865 1540288 1614520 1529088
e Nonperiomingloans B3 WK S06E 654 7407
60+ P { Nonperforming loans ratio (%) 2.19 3.28 5
/{ ‘ - Credi}s of bankrup{ borrowers 129 _ 64{3; f“
- //:' “ Delinquent loans 118 706 699
: : | ‘ . Delinquent loans three months or
AR more past the due date 5517 7,924 9842 13840 13,858
200 [0 ] ‘, ! Restructured foans T y923 0 80788 37,420 48417 57,854
:‘ l :“ E 1 o :] Nonperforming loans
U ‘ | : y’ < ‘>:\:Tngperforming foans
] - o )
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Promise Group’s Fund Procurement

9. Fund Procurement (¥ mitlion)
 bilion) %) 2000/3 2001/3 2002/3 2003/3 2004/3
1,200 o e 100 Total fund procurement (interest-bearing debt) 970,598 1,094,274 1,164,873 1,154,086 1,004,033
Mo Short-term fund procurement 29846 20158 24885 26990 17,392

W00 e T L rmr ° 80 Ratio of short-term fund procurement (%) 3.1 2.7 2.1 23 1 7
wo- L E “Sotien o E T L
| i ‘ ° 60 “Commercial paper (CP) 6 630 5,068 5,020 2,595 Il 969

600 © ; i " Long-term fund procurement 940752 1065117 1140017 1107096 986,641
. ‘ ©e 40 Ratio of Iong -term fund procurement (%) T e 973 or9 977" 98.3

400 ¢ ‘ N Short-term fund "Long-term borrowings TTTTTEs e 80817 828,017 805,008 681,641
200 I T . Pedinterestrate A0 S1000 ST2877 58I308 618917
procurement Variabte interest rate 278555 295,127 255,140 223 787 167,724

g. U = e ¢ cAealfiredrato T Of wnich, interest rate swaps and caps 142,007 162806 168503 181415 171,862

00 ot 02 03 o4  Straight bonds 185000 267,000 312000 322,000 305,000

" 0f which, ﬂoatrhg rate notes 10000 20,000 20,000 20,000 20,000

The Company procures long-term borrowings at fixed interest Convertile bonds - - — — —
rates, taking into account market interest rates. At March 31, Actual frxed ra‘rro (%) s 819 - 834 . ,88'7 905967
2004, the Company’s actual fixed ratio stood at 96.7%, includ- Average interest rate on fund procurement 2.49 243 2.09 2.01 1.80

ing corporate bonds. Notes: 1. Actual fixed ratio = (long-term borrowings at fixed interest rates + long-term borrowings with interest

rate swaps and caps + straight bonds + convertible bonds) + total fund procurement
2. Figures include interest on bonds and commercial paper but exclude commission payments on interest
rate swaps and caps.

10. Fund Procurement, by Category (¥ million)
(As of March 31, 2004) 2000/3  2001/3  2002/3 20033 2004/3
Total fund procurement (interest-bearing debt) 970,598 1,094274 1,164,873 1,154,086 1,004,033
Total borrowings. 778968 832207 847852 829491 697,084
Ciybanks 28653 35019 T 48340 37,500
30.6% 104% Regional banks 36,962 38334 e,
Long-term credit banks 115022 114,874 117010 114843 104,540
Doweans 77 Trust banks - 220463 220003 216219 203,120 185,168
. Regional banks
Long-term credit banks Non- Japanese banks 12,846 38,676 64,074 59,370 16,201
B Trust banks » " Credi assoclations 150 4z 7252 11691 10,857
E ;lien‘?:: :25;::: ff:ﬁ;res Prefectural credit federations of R o -
[ other agricultural cooperatives — — 3,000 4,442 5,873
Gorporate bonds and other " Life insurance companies 282,933 271,962 273,513 265,107 241,651
"Nor-life insurarce companies 51,344 46,200 7"“23,609 A4O,O48 33,802
) ) Leasing, finance, and other companies 20,225 53,411 17,653 12,399 6,581
Since 1996, the Company has ssued corporate bonds and " Gorporate bonds and ifer ISR aea0e8 w1700 304505 306,960
commercial paper to diversify its fund procurement sources. s
At March 31, 2004, corporate bonds and CP as a percentage Straight bonds 185,000 257,000 312,000 322,000 305,000
of total fund procurement was 30.6%. Convertible bonds — — — — —
Commercial paper (CP) 6,630 5,066 5020 2,595 1,969
Subsidiaries and Affiliate
2000/3 2001/3 2002/3 2003/3 2004/3
Consolidated subsidiaries 7 9 11 10 8
Affiliate accounted for under the equity method — 1 1 1 1

For more information about consolidated subsidiaries and equity-method affiate company, please refer to page 56.

Reference

As of March 31, 2001 April 2000  Acquired Shinkou Co., Ltd. As of March 31, 2004 July 2003  in Taiwan, Liang Jing Co., Ltd. and Yuukei Co., Ltd. were
May 2000  Acquired Rich Co., Ltd. merged with Liang Jing as the continuing company.
December 2000  Liquidated PAL Research Center Co., Ltd. August 2003  GC and MITSUWAKA! were excluded from consolidation,
January 2001 Made TOWA Co., Ltd., a wholly owned subsidiary when the Company sold all stocks of GC to General Electric

Capital Consumer Finance Co.. Ltd. (currently GE Consumer
Finance Co., Ltd.).
Included PAL Servicer Co., Ltd., in consolidation from fiscal 2004.

December 2001 Acquired Sun Life Co., Ltd.

Included System Trinity Co., Ltd., in consolidation from fiscal 2002.

April 2002  Established Plat Corporation through the merger of Rich,
Shinkou, and TOWA.
Acquired MITSUWAKAI Co., Ltd., by GC Co., Ltd.

As of March 31, 2002

As of March 31, 2003

14 Promise Co., Ltd.




>>DelE Secifon (Non-Conselidetad Basis)

! Promise’s Business Indicators

11. Number of Unsecured Loan Branches

2000/3 2001/3 2002/3 2003/3 2004/3

2 o .
/000 Number of Unsecured loan brarches 1299 1507 1510 1541 T,478
Staffed branches 451 466 457 455 430
1,500 » o VLVJnstaffed branches 848 1,041 1,053 1,086 1,048
Number of automated contract machines 1,258 1,458 1,462 1,483 1,440
Number of loan processing machines — — — — 123
1,000 » .
500 = .
I
j’ i E] Unstaffed branches
0> u ° [7 staffed branches

12. Number of Unsecured Loan Branches, by Area

(As of March 31, 2004) 2000/3 20013 2002/3 20033 2004/3

Number of unsecured loan branches 1,289 1,607 1,510 1,541 1,478
Hokkaido 63 67 69 71 69
Tohoku ) 132 148 148 148 141
Kanto 399 463 459 471 445
[] Hokkaido Chubu 200 259 243 249 247
304% L Tonoke " Kinki CUToss 249 o3 2e7 25
Kanto InKd S P [P .
[ chuby Chugoku, Shikoku 117 140 140 140 136
E Kinki Kyushu 150 181 188 195 189
: Chugoku, Shikoku -
[:] Kyushu
13. Number of Channels
2000/3 2001/3 2002/3 2003/3 2004/3
100,000 ° i Number of chamnels 24343 36865 54491 86326 98,554
I ,A,P,@T@?,NME__..... 1,590 1777 1,808 71,839 B 1,725
80,000 : Tie-up ODs and ATMs 23,053 35088 52683 84487 96,829
60,000 3 Promise ATMs . Commercial finance institutions 18715 28507 46545 78701 91414
' . . Sales finance (shinpan) companies 1,729 1,632 1,581 1,321 1,437
Tie-un CDs and ATM . S, B
i S Distrioutor-affliated credit card companies 4048 4207 3875 3,693 3,341
. . [ commercial finance . A S e T e o O
40.000 m - intiions Other 761 742 682 772 637
i t | ng:::aﬂ:;r;ce(shmpan) Intermediaries:
20.000 E . ‘ " O Dsrotoratiaes Convenience stores* 5,532 5798 14089 14300 14,614
[ credit card companies
0. L[ L 1 ] Other ~ Started tie-ups with FamilyMart Co., Ltd., on September 21, 1998; with Lawson, Inc., on August 27, 2001;
and with Three F Co., Ltd., on March 4, 2002.
00 01 02 03 04
14. Number of Customers (Thousands)
(Thousands) 2000/3 2001/3 2002/3 2003/3 2004/3
8000 . Number of customers 2384 2544 2583 2508 2441
- N o= _ Year-on-year growth (%) 6‘3‘ - 67 75 -1.7 o -3.8
mo ‘ o Unsecured loans 2,381 2,541 581
2000 | 0 ' ‘ . Secured loans 2 2 2
P L
[ i 1y 1
. I L
AR
1000- [l | ! .
1NN |
o
L \‘ ‘ [ i ; D Secured loans
0o A R R U R O ] unsecured loans
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15. Number of Unsecured Loan Customers, by Gender (Thousands)
(As of March 31, 2004) 2000/3 20013 20023 2003/3  2004/3
- Al customers All customers 2,381 2541 2581 2535 2,439
Male 1,712 1,823 1,850 1,824 1,763
Fernale 669 718 730 712 675
\ New customers 430 473 410 339 300
! Male 311 336 295 245 220
735% /f' Female 119 136 115 92 79
[} Mate
New customers Female
16. Number of Unsecured Loan Customers, by Age {Thousands)
(As of March 31, 2004) 2000/3  2001/3 20023 20033 2004/3
Alcustomers 2,381 2,541 2581 2536 2439
L Phoustomers Age 20-29 819 62 624 581 529
Agedbes BN - ST
BL.7% \ Age 40-49 518 535 533 519 497
‘\ Age 50-59 424 468 485 484 467
B A Ao - SO et OO e/ o/ DO b A
4.6% ; ; Age 60 or older 196 221 242 252 256
26% ) [ 7 Age 20-29 New customers . 430 473 410 339 300
soass ; — B () Age 30-3 _Age20-29° 195 202 176 147 134
/ __ AGe40-49 Age 30-39 95 104 92 80 73
Age 50-59 . e Y
New customers -—/ . Age 60 or older AQE 40‘49 73 81 67 54 46
Age 50-5% 52 65 56 43 35
Age 60 or older 14 20 17 13 10
17. Number of Unsecured Loan New Customers, by Annual Income {Thousands)
(As of March 31, 2004) 2000/3 20013 20023 2003/3  2004/3
New customers e 430 473 410 339 300
Less than ¥2 million 50 60 57 45
¥2 million to less than ¥3 million 94 104 92 71
¥3 millon to less than ¥4 milion 107 115 100 76
B ! (] Less than ¥2 mitiion ¥4 million to less than ¥5 milion 73 78 85 47
N } D ¥2 milfion to less than ¥3 millien e o
/ - o ¥5 million to less than ¥6 million 40 44 36 24
¥3 million to less than ¥4 million et ettt em b1 et e e e s 2 e e e Y TR
¥4 million to less than ¥5 mifiion ¥6 million to less than ¥7 million 27 29 24 16
25.4% BB ¥5 million to less than ¥6 miflion " ¥7 milion 6','&]0,'9" T T - T 30 o0
E] ¥6 million to less than ¥7 miilion
[ ¥7 milion or more Customers with annual incomes of up to ¥7 million accounted for slightly more than 90% of all new cus-
tomers. Of the 44.7 million private-sector wage earners in Japan, approximately 37.9 million fall into this
income range (National Tax Agency data, 2002), indicating substantial latent demand.
18. Consumer Loans QOutstanding (¥ milion)
(¥ billion) 2000/3 2001/3 2002/3 2003/3 2004/3
1,500 » 3 ° Consumer loans outstanding 1,100,546 1,228,026 1,324,663 1,375,683 1,352,847
o l Lo Year-on-year growth (%) 12.7 11.6 7.9 39 -1.7
- . L J‘ ; l ; Unsecured loans 1,093,725 1220447 1,317,203 1,389,570 1,341
1000 Lo e Year-on-year growth (%) 13.0 11,6 7.9 4.0
i ‘x ! I Secured loans 6,820 7,578 7,460 8,122
L ! P Year-on-year growth (%) -21.9 11.1 -1.6 -17.9
500 o i ‘ T
| ; : s
I
‘ i t i 1 ; Secured loans
0o Lj ‘_» u o E Unsecured loans
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19. Unsecured Loans Outstanding, by Amount of Account

(¥ biltion)
1,500 »
1,000 o
47.9%

500 =

!

@
0o

00

35.5% °

7 Less than ¥300,000

¥300,000 to less than
¥500,000

D ¥500,000 to less than
¥1,000.000

] ¥1,000,000 to less than
¥3,000,000

(¥ million)

2000/3 2001/3 2002/3 2003/3 2004/3

Unsecured loans outstanding 1,093,725 1,220,447 1,317,208 1,369,570 1,347,657
“Less than ¥300,000 T 50653 136,012 120644 127,998 122,504
“¥300,000 to less than ¥500,000 T 523353 534,997 526,743 491887 478,650
TYB00,000 10 less than ¥1,000000 | 286,740 335458 387,484 353502 331,288
¥1,000,000 to less than ¥3,000,000 150,977 213978 273330 396,092 415213

The percentage of accounts with outstanding balances greater than ¥1,000,000 has risen over the years due
to an increase in the number of customers with superior credit ratings who have been provided with compar-

atively high credit lines.

20. Unsecured Loans Outstanding, by Interest Rate

¥ million)
¥ billion) 2000/3 2001/3 2002/3 2003/3 2004/3
1,500 ek 1,003,725 1220447 1,317,203 1,369,570 1,347,657
fomsoncn |
TT09.200% 70475 55745 43,126 32,934 25,622
1,000 » wan * 27.000% TTo3e2s’ T 17.003 12679 9240 7,027
25.550% B 758304 807,886 803079 739,727 704,373
st CUasoo0% | 2676 21246 46439 51,158 55191
500 ¢ | ] . . 24500% - e T 14006 40078 61313 73,465
‘ (5 27.000-29.200% 23.900% 29,324 39,406 51,830 70,626 80,390
| aas | 2o oo TT33500% - 6455 18121 35407 36,725
i | ] 25.000% or less ' ) ; )
N | B | oy L tombtace: g% 115310 137,179 156558 171,073 158,026
14.600-22.500% 51,055 88,091 118435 177,036 189,042
00 04 " Less than 13.500% - - — — 1,680
Loan balance-lnked rates o
T T3200-20200% 14023 10715 8530 8523 5,268
"403.725-25.550% 13,880 11,804 9,629 7075 5633
22 B75-25.550% C 11,847 9,849 7.934 5918 4707
“Other T U200 0 968 760 634 502
Notes: 1. * refers 1o discontinued products.
2. Loan balance-linked rates are applied to unsecured loans according to the amount of the loan
outstanding.
21. Unsecured Loans Outstanding, by Area ¢ million)
{As of March 31, 2004) 2000/3  2001/3 20023 2003/3  2004/3
Unsecured loans outstanding 1,093,725 1,220,447 1,317,203 1,369,570 1,347,657
_ 68% Hokkaido TUUs3072 86157 58,823 60220 57,156
Tohoku 115,750 129,422 138,177 140,225 141,084
TKemto 347844 396,192 442,074 472986 473,993
[ Hokkaido Chuou 156,795 173218 188281 198,086 196,658
e Knd 204026 228954 242275 244682 233,509
&3 Crubu Chugoku, Shikoku 82,930 93,377 100812 103,125 99,940
L] winkd Tkywshe T T 133207 143125 148,757 150,243 145334
] Chugoku, Shikoku
D Kyushu
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]

22. Secured Loans Outstanding, by Area (¥ milion) ‘
(As of March 31, 2004) 2000/3  2001/3 20023 2003/3  2004/3
Secured loans outstanding 6,820 7,578 7,460 6,122 ] 5,189
o 8an Hokkaido 152 205 167
19.0% Tohoku 353 924 793 648 572
a7 1 Kanto 1,119 018 787 591
' (] Hokkaido Chubu ‘ o 747 e 617 423
 fenok 3,469 2,270
M cro Chugok, Shikoky 7 s e e
B Kinki Kyushu 42 374 501 450 402
7] chugoku, Shikoku
D Kyushu
23. Unsecured Loans Outstanding per Customer {¥ thousand)
(¥ thousand) 2000/3 2001/3 2002/3 2003/3 2004/3
600 * ’ Unsecured loans outstanding per customer 459 430 510 539 552
500 © M ° Note: Unsecured loans outstanding per customer = unsecured loans outstanding (year-end) + the number of
r W 1 customers (year-end)
400 || ! b o
| P
i t i
3000 | ’ ; b .
200 ¢ b .
H
[ 1
100 » o o

m o0 02 03

24. Unsecured Loans Outstanding per Branch

(¥ million}
1,000 = 5

- - 0]
soo- [ M n .

600 | | ol

400

200 !

(¥ million)
2000/3 2001/3 2002/3 2003/3 2004/3
Unsecured loans outstanding per branch 841 809 872 888 911

Note: Unsecured loans outstanding per branch = unsecured loans outstanding (year-end) + the number of

unsecured loan branches {year-end)

00 01 02 03 04
25. Per Employee Data
(¥ thousand) 2000/3 2001/3 2002/3 2003/3 2004/3
20,000 ¢ ’ Number of employees 3,847 3,844 3.979 3075 3,323
o Male o 2%05 2,198 ) 727,249 2,3722”_ o 1,778
15000 R e Female 1,642 1,646 1,730 1,758 1,545
i i Loans cutstanding per employee (¥ million) 286 319 332 337 407
10,000 - | ‘ Net income per employee (¥ thousand) 14,878 16,524 15,393 15,070 14,841
' ; : ! Notes: 1. Part-time, temporary, and seconded employess are not included in the above figures.
. i : ‘ 2. Loans outstanding per employee = consumer loans outstanding (year-end) + number of employees
5000 ‘ ; f N (year-end)
2 ! 3. Net income per employee = non-consolidated net income + number of employees (year-end)
| ﬁ | ’ \ : : Net income
0s L ! - - [} o per employee

At March 31, 2004, the average age of employees was 31.8 years (35.1 for males and 28.0 for females),
while the average period of continuous service was 8.0 years (10.7 for males and 4.9 for females).
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26. Actual Average Yield of Unsecured Loans (%)
(g/gil 200073 2001/3 2002/3 2003/3 2004/3
Actual average vield of unsecured loans 24.63 24,24 23.83 23.41 22.87
20 » .
10 ¢ .
0 .
o0 01 02 03 04
27. Ratio of Expenses to Actual Average Yield (%)
(%) 2000/3 2001/3 2002/3 2003/3 2004/3
80« ° Actual average yield 0457 24.18 2378 23.37 22.84
. Operating expenses 16.09 15,61 16.88 16.69 17.90
T e Financing expenses 2.51 2.39 2.09 2.08 1.94
200 ° Credit losses 3.35 3.75 594 8.57 8.39
Other operating expenses 10.23 9.47 885 8.07 7.57
I I Operating profit .47 8.57 6.89 667 494
10¢ i ! ° Operating profit
b ; : } Financing expenses
i | ; : Credit losses
! ’ ‘ ] “ l:] Other operating expenses
0e [ i ° < Actual average yield
00 01 02 03 04
28. Loan Losses (¥ million)
(¥1 bfi'lolign) (:/8) 200073 2001/3 2002/3 2003/3 2004/3
' - Consumer loans outstanding 1,100,546 1,228,026 1,324,663 1,375,603 1,352,847
. ) ! ] s Loan losses 29,815 36,437 55,128 70,462 93,955
M ! ‘ ! 1 Unsecured loans 29,801 36,390 54,948 69,984 93,585
1000 | a ] Secured loans 13 47 178 478 369
f /| Loan loss ratio (%) 271 247 416 512 6.95
; L 1 i . Credit losses 34,866 43,827 76,627 89,463 115,255
500 \( J) % f :1 Provision for uncollectible loans 34,866 43,827 67,726 86,815 108,017
1% '/ ) [ | , B Loantossss Additional expense for loan losses — — 8,900 2647 7287
[ ‘ ‘ T Consumer loans Collection of written-off loans 6,298 7,173 6,419 5,376 4,522
[ [ | outstanding
0o Ll Lem L®m LB ! o g ¢ Loanlioss ratic
00 01 02 03 04
29. Nonperforming loans (¥ milfior)
¥ %gizn) a("g’) 200073 2001/3 2002/3 2003/3 2004/3
Consumer loans outstanding 1,100,546 1,228,026 1,324,863 1375803 1,352,847
// .4 Nonperforming loans 23,245 27,689 37,441 50,296 59,681
60 ° /;?’"/ ™ Nonperforming loans ratio (%) 2.11 2.25 2.83 3.66 4.41
A , Credits of bankrupt borrowers — — 1,195 2,579 1,135
P ; o e IR D R TR RS T T e e
0o o f ! Delinquent loans —_ - 151 127 160
e ;—‘x S .o Delinquent loans three months or
! B J more past the due date 5,054 8,085 7,610 10583 M8
20 ] 5 “ . Restructured loans 18,190 21,603 28,485 37,008 47,254
‘ | I ‘ ! {7 Nonperforming loans
J U ! ‘ 1 i <22 Nonperfarming loans
0o [ [ o 0 ratio
00 01 02 03 04
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[ Promise’s Fund Procurement

30. Fund Procurement

(¥ billion) (%)
1,200 © « 100
1,000 » — . 80
ol
800 » .
| H = 60
i |
600 ° i L
! |
i : ‘ o 40
400 N } Pl B short-term fund
. 20 procurement
200 » i : O Long-term fund
! i ) ; pracurement
0« O = 0 Actual fixed ratio

a0 01 02 03 04

The Company procures long-term borrowings at fixed interest
rates, taking into account market interest rates. At March 31,
2004, the Company’s actual fixed ratio stood at 99.3%, inciud-
ing corporate bonds.

(¥ million)
2000/3 2001/3 2002/3 2003/3 2004/3
Total fund procurement (rnterest bearing debt) 869 676 952 354 1 042 619 1,039,912 971,632
Short-term fund procurement 6400 4800 1800 1000 -
" Ratio of short-term fund procuréﬁént (%) 0.7 0.5 01
" Snort-term borrowings 6,400 4,900 1,300
Commercaipaps 03 SRy - - ~
long-termfund procurement 863,276 947454 1,041319 1038912 971,632
Ratio of long-term fund procurement (%) 983 985 999 "99.9 100.0
 Long-term barrowings T 678276 692454 731318 718912 666,632
Fixed interest rate 136504 454462 520,303 533,908 513917
 Variable interest rate T Toat e T 287992 211015 185008 152,714
Of which, interest rate swaps and caps ' 141,720 160,600 158,000 154,000 iV65,934
Sraight bonds 185,000 255,000 310,000 320,000 305,000
" Of which, floating rate notes T10,000 20,000 20,000 20,000 20,000
Convertibie bonds o oo e e e
Actualfiredratio %) 86.6 89.3 %29 95.0 99.3
Average Interest rate on fund procurement 220 2za 1.94 BN 176

Notes: 1. Actual fixed ratio =

total fund procurement

(long-term borrowings at fixed interest rates + long-term borrowings with interest
rate swaps and caps + straight bonds + convertible bonds) +

2. Figures include interest on bonds and commercial paper but exclude commission payments on interest

rate swaps and caps.

31. Fund Procurement, by Category
(As of March 31, 2004)

] City banks
D Regional banks
Long-term credit banks
Trust banks
[ Life insurance companies
E Nan-life insurance companies
[ other

Corporate bonds and other

Since 1996, the Company has issued corporate bonds and
commercial paper to diversify its fund procurement sources.
At March 31, 2004, corporate bonds and CP as a percentage
of total fund procurement was 31.4%.

(¥ million)

200073 2001/3 2002/3 2003/3 2004/3

Total fund procurement (interest-bearing debt) 869,676 952,354 1 042,619 1,039,912 971,632
Total borrowings 684676 607,354 732618 719912 666,632
~ City banks 15,460 18,719 28,362 33,409 36,327

" Regional barks 33104 34575 50909 58,775 50,763
" Long-term credit banks 105204 105204 106,832 94,665 94,540
" Trust banks 214783 209,308 198093 187,141 180,681
""Non-Japamese banks 2260 23940 22000 24000 7,000
Credit associations 1,620 2,620 5,500 i 9 125 9,413
Prefecturai E:redﬁlivfederatlons Of-—' e o o T
agricultural cooperatives — — 3,000 4,442 5,873
 Life insurance companies 263327 256,390 263563 258,326 241,851

~ Non-lfe insurance companles 46 678 """""’4’3.57’8 43283 40048 33 802
“Leasing, finance, and other companresww 2340 3020 10938 Y
Corporate bonds arrd otHer B TTTTTTH85000 255000 310,000 320,000 305,000
" Straghtbonds 7185000 255000 810,000 320,000 305,000
Cometitie by . o O SRR LT

" Commercial paper (CP) —
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Promise’s Bond Issues (As of March 31, 2004)

Face Amount

Type Date Issued (¥ million) Maturity Date Coupon Rate (%) Rating Purpose

Straight bonds May 12, 1999 20,000 May 12, 2004 2.03 A+ (R&Y) Tax fundlng

Straight bonds May 26, 1999 10,000 May 26, 2004 1.79 A+ (R&)) Tax funding and other

Straight bonds  Jul. 7, 1999 10,000 Jul. 7,2005 227 A+ (R&) Consurmer loans funding

Straight bonds Jul. 28, 1999 20,000 Jul. 28, 2008 2.51 A+ (R8I Consumer loans funding

Straight bonds  Nov. 10,1999 10,000 Nov. 10, 2009 2.95 A (R&)  Consumer loans funding

Straight bonds ~ Feb. 15, 2000 15,000 Feb. 15, 2010 2.56 AA- (JCR)  Consurner loans funding
A (R&)

Straight bonds Mar. 22, 2000 10,000 Mar. 22, 2005 Floating rate note - (JCR) Consumer loans funding

(Six-month yen LIBOR+0.5%) A (R&))

Straight bonds Apr. 26, 2000 10,000 Apr, 25, 2008 227 ~ (JCR) Consumer foans funding
A ( 8)

Straight bonds  May 31,2000 10,000 Jun. 1, 2012 X JCR) Consumer ioans funding
A ( )

Straight bonds Jun. 14, 2000 20,000 Jun. 14, 2007 2.04 - (JCR) Consumer loans funding
A ( 1)

Straight bonds "Oct. 6, 2000 10,000 Oct. 6, 2005 2.08 JCR) Consurner loans funding
A ( )

ét?a?g%tbonds ' ‘Nov. 21', 2000 10,000 Nov. 21, 2005 Floating rate note AA~ (JCR) ’ Consumerloangﬂ]wﬁdﬁgd

(Six-month yen LIBOR+0.75%) A (R&))

Straight bonds  Feb. 1,2001 10,000 Feb. 1, 2005 175 - (JCR) Consumer loans funding

(Retail) A (R&)

Straight bonds Apr. 25, 2001 10,000 Apr. 25, 2006 1.70 = (JCR) Consurner loans funding
A (R&l)

Straight bonds “Jun. 13, 2001 10,000 Jun. 13, 2008 174 —UCR) Consumer loans funding
A (R&I)

Straight bonds Aug. 10, 2001 15,000 Aug. 10, 2006 1.20 JCR) Consumer loans funding

(Retail) A R&l)

Straight bonds Sep. 26, 2001 10,000 Sep. 26, 2008 1.83 ( CR) Consumer loans funding
A (Ra&N

Straight bonds Oct. 23,2001 20,000 Oct. 23, 2007 140 ( CRY  Consumer loans funding
A R&l)

Straight bonds Dec. 11, 2001 20,000 Dec. 9, 2005 0.92 JCR) Consumer loans funding

(Retan) A (R&)

Straight bonds ~ May 29, 2002 10,000 May 29, 2007 1.47 - {JCR) Consurmer loans funding
A R&

Straight bonds ~ Jun. 24, 2002 10,000 Jun. 24, 2009 2.05 ~ (JCR) Consumer loans funding
A (R&)

Straight bonds Jul 31, 2002 10,000 Jul. 30, 2010 2.29 ) — (JCR) Consurmer loans funding
A (R&

Straight bonds Dec. 4, 2002 10,000 Dec. 4, 2008 1.00 A+ (JCR) Consumer loans funding

(Retail) A (R&)

Straight bonds Jun. 4.2003 15,000 Jun. 4, 2013 1.37 A+ (JCR) Consumer loans funding
A (RS

Note: Ratings are those published by JCR (Japan Credit Rating Agency, Ltd.) and R&! {Rating and Investment Information, Inc.) and are as of the respective date issued.

Ratings of Promise

{As of March 31, 2004)

Long-Term Bond

Short-Term Bond

Japan Credit Rating Agency, Ltd.
Rating and Investment Information, Inc.
Moodly’s Investors Service, Inc.
Standard & Poor's Carporation

A+
A
Baal
BBB+

J-1
a-1

A-2
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>>nclusiy Dela

New Consumer Credit, by Type of Lender
1998/12 YOY

{¥100 miliion / %)

1999/12 YOy 2000/12 YOY 2001/12 YOY 2002/12 Yoy

Consumer credit 760,811 -0.6 731,252 -3.9 735,868 0.6 740,963 0.7 728 -1.7
Sales on credit T 330,469 0.0 332,667 0.7 346,490 42 355015 25 363, T 24
Consumer finance 430,342 -1.0 398,585 ~7.4 389,378 -2.3 385,948 -0.9 364,766 -5.5

Of which, consumer foans 232,100 0.9 228,669 -1.5 236,050 3.2 246,716 4.5 244,656 —0.8

" Commercial finance institutions 49,343 —~11.7 39788 -19.4 41126 3.4 30858 -3.7 40,448 15

Consumer finance companiesi(ﬁé'i'uding Promise) S1,404 9.4 24,966 3.9 99,811 5.1 106,327 6.5 101,917 -4.1
Sales finance (shinpan) companies 37,285 -5.7 38,733 3.9 39,768 2.7 42,444 6.7 43,353 2.1
Bank-affiliated credit card companies 31,204 4.6 31,614 1.0 31526 -0.3 3245 29 32,087 -1.1
Distributor-affiliated credit card companies 12,849 8.2 13,609 5.9 13,823 1.6 15,820 14.4 17,025 7.6
Othe—rsﬂ Cor e e 9,925 1.6 9,959 Q.3 9,996 04 9,811 -1.9 9,826 0.2

Note: "YOY” stands for year-on-year percentage increase or decrease.
Source: Japan Credit Industry Association, Japan Credit Industry Statistics 2004

Consumer Credit Outstanding, by Type of Lender
1898/12 YOY

(¥100 million / %)

1989/12 YOy 2000/12 YOY 2001/12 YOy 2002/12 Yoy

Consumer credit 709,823  -4.5 668,243  -59 652,247 -2.4 635027 -25 607,750 4.4
Sales on credit 171,535 6.1 163,518 4.7 159,639  -2.4 153,663 -3.7 148353 -3.5
Consumer finance 538,288  -4.0 504,725  -6.2 492,608  -24 482,244 2.1 459,397  —4.7

Of which, consumer loans 355,959  -4.5 351,211 -1.3 356,620 1.5 368,517 05 352,849 -1.6
Commercial finance institutions 231,478 -8.1 217,957 -5.8 210,091 -3.6 198,783 -4.9 185,566 —fﬁ
Consumer finarice companies (including Promise) 71,371 9.5 78,586 10.1 88489 126 96918 95 102,357 56
Sales finance (shinpan) cormpanies 33,387 -104 33,995 1.8 36,317 6.8 38,350 5.6 40140 4.7
Bank-affiliated credit card companies 7,848 5.0 8,335 6.2 8,730 47 9,103 43 9,434 36
Distributor-affiliated credit card companies 6,953 2.6 7,433 6.9 8,342 12.2 9,189 10.3 9,860 7.2

"""" Others ' CTagez Utz 4905 -03 0 4851 52 5154 108 5,492 66

Note: "YOY" stands for year-on-year percentage increase or decrease.
Source: Japan Credit Industry Association, Japan Credit industry Statistics 2004

New Consumer Credit, by Type of Lender
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Number of Salary Earners, by Annual Income (Thousands / %)

1998/12 % 1999/12 % 2000412 % 2001/12 % 2002/12 %
¥2 million or less 7.933 175 8,037 179 8247 184 8615  19.1 8,530  19.1
¥3 million or less 6,783  14.9 6,875 153 6,821 16.2 6,878 153 7,063 158
¥4 milion or less 8,118 17.9 8,046 17.9 7817 174 7.875 175 7,996  17.9
¥5 million or less 6,587  14.5 6,600 14.7 5,640  14.8 8,600  14.6 6,495 14.5
¥6 milion or less T 4796 106 4788 106 4787 107 4830 107 Ta724 106

¥7 milionorless 3,485 7.7 3210 7.1 3,225 7.2 3153 70 6.9
More than ¥7 million 7744 i7.0 7427 165 7,403 165 7.144 158 6,828 15.3
Total 45,446 100.0 44,984 100.0 44,939 100.0 45,097  700.0 44,724 100.0
Note: “%" figures stands for percentage distribution
Source: National Tax Agency.
Applications for Personal Bankruptcy (Nationwide) %)
200013 YOY 2001/3  YOY 2002/3  YOY 2003/3  YOY 2004/3  YOY
April 10,492 2714 11,420 6.0 12362 112 17,809  44.8 22126 236
May 8844 127 10,063 240 12,707 159 17,739 39.6 21,310 20.1
June 11332 235 12,389 9.3 13779 11.2 17.274 254 21,789 26.1
July 10631 138 11,073 42 13,727 240 20472 491 22991  12.3
August T T ggra Uz T1Ee8 171 13528 17.0 16,902 249 18162 7.5
September T 0141 155 11309 i1s 13376 183 17,586 315 19,589 114
October 10,763 35 12,125 12.7 16,005  32.7 20,597  28.0 20,851 1.2
November ' T 10,840 17.8 12,248 13.0 15017 30.0 47,207 -115
December - - ) 12,096 6.6 15,421 275 17316 123 21800 265 21,682 -1.0
Janvary 7T B 7,691 9.9 7449 31 11,083 60.9 14,000 -8.5
February o 10,828 155 11,088 24 18524 400 1¢ 17,926 8.1
March ' 12,550 105 13,110 45 17,313 32.1 21,818  -0.2
Total 126,080  14.0 139,861 109 173,630  24.1 206,484  30.4 239,451 5.7
Note: “YOY" stands for year-on-year percentage increase or decrease.
Source: The Supreme Court
Applications by Individuals for Civil Rehabilitation (Nationwide) (%)
2002/3  YOY 2003/3  YOY 2004/3  YOY
April 336 — 1,060 215.2 1,912 805
May 465 = 1035 1226 1,952 886
June T cemmemmmm e 831 = 1,084 63.9 2132  106.2
Gy e e g e B
August o ) 663 — 1,091 646 1,027 766
September 668 = 1198 793 2072 730
October o 854 = 1432 67.7 2,343 63.6
November 902 — 1472 632 2021 373
RO e e e i i T T S s
January ST 570 ST 92 7091 1,583 328
February T 762 = 1460 91.6 2,099 43.8
March T 915 - 1774 939 2449 380
Total 8,457 = 15,586  84.3 25316  62.4

Note: "YOY” stands for year-on-year percentage increase or decrease.
Source: The Supreme Court
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>>enagements Discussion ane Analysis

Overview

Results of Operations

+3.2%

During the fiscal year ended March 31, 2004, Japan’s gross
domestic product (GDP) grew 3.2% in real terms, exceeding gov-
ernment projections. The economy—mired in prolonged stagnation
because of the bad debt problem in the financial sector, the
extended period of deflation, and the lack of direction in the U.S.
economy—Ipegan to show signs of recovery. The driving forces
pehind the recovery were steadily rising private-sector capital
investment and a robust export market, The economic improve-
ment had little impact on employment conditions or personal
incomes. However, among other indicators, personal consumption
started to increase, as the base of the recovery broadened through-
out the economy.

239,451 applications for bankruptey
Although the Japanese economy began to regain some of its
strength, conditions remained difficult in the consumer finance
industry. Against a backdrop of poor employment conditions and
stagnant personal income, the number of applications for personal
bankruptcy in the period from April 2003 to March 2004 rose to a
record high of 239,451, One of the reasons behind this high figure
was a growing awareness of personal bankruptcy among debtors
due to a lifting of the ban on advertising by lawyers.

Promise Co., Ltd., and its consolidated subsidiaries (the
“Promise Group”) worked to bolster their operations under these
difficult conditions to achieve continued growth. However, total
operating income declined 4.8% from the previous fiscal year, to
¥391.0 billion, and net income fell 31.5%, to ¥41.6 billion.

Net Income
{Years ended March 31)

Total Operating Income
(Years ended March 31)

(¥ billion) ¥ tillion}
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-4.8%

Consolidated total operating income in the fiscal year under review
decreased 4.8%, to ¥391.0 billion. One of the main factors con-
tributing to this decrease was the Company’s August 2003 sale of
two consolidated subsidiaries, GC Co., Ltd., and MITSUWAKAI
Co., Ltd., and their subsequent removal from the scope of consoli-
dation. Nevertheless, even ignoring this factor, the Promise Group
recorded its first decline in total operating income since going
public in 1993.

Consumer loans outstanding at fiscal year-end decreased 5.3%,
to ¥1,529.1 bilion. As with total operating income, even after elimi-
nating the effect of the removal of the two previously mentioned
companies from the scope of consolidation, consumer loans out-
standing were still down slightly from the previous fiscal year-end.
The Promise Group will continue striving to achieve growth in con-
sumer loans outstanding by meeting the needs of a broad base of
consumers through its full-line interest rate strategy.

Promise offers loans within an interest rate band of 17.8% to
25.5%, while subsidiaries Plat Corporation and Sun Life Co., Ltd.,
supply loans with interest rates up to the legal ceiling of 29.2%. On the
other hand, MOBIT CO., LTD., which is accounted for by the equity
method, provides loans at 15.0% and 18.0%. Consequently, the
Group can offer interest rates over the wide range of 15.0% to 29.2%.

The Company sees the decrease in consumer loans outstand-
ing—despite its full lineup of interest rate products—as a correc-
tion in demand brought about by the previously mentioned
economic conditions.

Consumer Loans Outstanding
(Years ended March 31}

{¥ bittion)
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6.95%

More specifically, the decline in consumer loans outstanding during
the fiscal year under review can be attributed to an increase in the
loan loss ratio and a decrease in the number of new customers.
The Company wrote off ¥94.0 billion in loan losses in the fiscal
year under review, amounting to 6.95% of its consumer loans out-
standing. This represents an increase of 1.83 percentage points
from 5.12% recorded in the previous fiscal year. The number of
new customers was down 39 thousand, or 11.5% year on year,

to 300 thousand customers.

Operating Expenses

-0.2%

Consolidated total operating expenses edged down 0.2%, to
¥303.1 pilion. Among the major components of operating expens-
es, financial expenses dropped 13.7% year on year, to ¥21.4 billion.
As a proportion of total operating expenses, financial expenses
declined to 7.1%, from 8.2% in the previous fiscal year. Another
major expense, personnel costs, fell 11.9% year on year, to ¥42.1
billion. As a proportion of total operating expenses, personnel costs
decreased to 13.9%, from 15.7%.

48.3%

Accounting for the highest propertion of operating expenses, credit
losses including provision for uncollectible loans rose 17.3% year
on year, to ¥146.4 billion. As a proportion of total operating expens-
es, credit losses grew to 48.3%, from 41.1% in the previous fiscal
year. The increase in credit losses means an increase in toan loss
write-offs. Behind those higher write-offs lies the higher number

of personal bankruptcies. Over the past few years, the number of
applications for personal bankruptcy has risen to new record levels
annually, climbing 24.1% in the fiscal year ended March 2002,
30.4% in the fiscal year ended March 2003, and 5.7% in the

fiscal year ended March 2004. Increasing numbers of personal

Total Assets

(Years ended March 31} {Years ended March 31}

Total Assets Turnover

bankruptcies have been triggered not only by the impact of Japan's
economic stagnation on consumers' job opportunities and personal
income but also by greater awareness of the possibility of personal
bankruptcy among debtors.

734 employees

Promise was the first company in the consumer finance industry
to introduce a comprehensive voluntary retirement plan. During
the first half of the 1980s, the Company rapidly expanded its sales
networks and hired many people. Because of this expansion, a
significant proportion of the Company’s workforce is now 40 years
old or over. Promise implemented its voluntary retirement plan with
the aim of changing the age distribution of its workforce. A total of
734 employees applied for the plan, which targeted employees
aged 36 or over with at least 10 years’ work experience with
Promise. All applicants retired at the end of the fiscal year under
review. As a result, total personnel costs approximately fell ¥3.0
billion due to a ¥700 million decrease in the provision for bonuses
and a ¥2.3 billion decline in severance indemnities. In addition, the
burden of the salaries of these 734 employees has been eliminated
for the fiscal year ending March 2005.

Profit

-31.5%

As a result of the previously mentioned factors, operating profit was
down 17.8% year on year, to ¥87.9 bilion. As in past years, recur-
ring profit was about level with operating profit, falling 16.8% year
on year, to ¥89.9 billion. Due to equity in net gain of affiliated com-
pany MOBIT, which moved into the black in the fiscal year ended
March 2003, a ¥37 million loss on investment recorded in the previ-
ous fiscal year became a ¥95 million gain on investment in the fiscal
year under review.

Net income amounted to ¥41.6 bilion, down 31.5% from the
previous fiscal year. The Company recorded an extraordinary
income of ¥13.4 billion on the sale of GC and MITSUWAKAI.
Extraordinary losses climbed to ¥24.1 billion, primarily because of

ROA
(Years ended March 31)

(¥ bilion) {Times) (%)
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special retirement payments related to the voluntary retirement
plan. Overall, there was a net extraordinary loss of approximately
¥10.0 billion. This amount was the principle reason for the substan-
tially larger percentage decrease in net income compared with the
percentage declines in operating and recurring profit.

Financial Condition

37.0%

Total assets of the Promise Group contracted 7.4% from the previ-
ous fiscal year-end, to ¥1,718.7 billion. The principal factor in this
contraction was the previously mentioned decrease in consumer
loans outstanding, which accounted for 89.0% of total assets.
Notably, notes and accounts receivable dropped ¥53.6 billion,

to ¥7.4 billion. However, this decrease resulted from the removal of
GC and MITSUWAKAI from the scope of consolidation. As a result,
current assets declined 9.4%, to ¥1,573.6 billion. Fixed assets
increased 23.2%, to ¥145.2 billion. Land rose ¥39.0 billion, to
¥52 .1 billion, because of the purchase of Promise's head office.
The head office building, which is used as offices by the Promise
Group, was securitized three years ago, and Promise has been
making lease payments to a special purpose company. On
redemption of its investment, the Company determined that it
would be advantageous to purchase the building.

Along with the decline in consumer loans cutstanding, short-term
borrowings and long-term debt decreased. Current liabilities fell
11.8%, to ¥323.2 milion, and long-term liabilities dropped 12.9%, to
¥758.8 million. On the other hand, shareholders’ equity rose 3.0%, to
¥636.7 billion, thanks to continued growth in retained earnings. The
shareholders’ equity ratic improved to 37.0%, indicating that the
Group is continuing to maintain a sound capital structure.

ROE Shareholders’ Equity/Equity Ratio Interest-Bearing Debt/Debt-to-Equity Ratio
{Years ended March 31) (Years ended March 31) (Years endled March 31}
(%) (¥ bilion) (%) (¥ bitlion)
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Fund Raising

96.7%

Accompanying the contraction in consumer loans outstanding,
interest-bearing debt at fiscal year-end declined 13.0%, to ¥1,004.0
billion. At ¥697.1 billion, short-term and long-term debt accounted
for 89.4% of this amount, with the remaining ¥307.0 billion taken up
by bonds and commercial paper. Looking at maturities, short-term
funding amounted to ¥17.4 billion, or 1.7% of total interest-bearing
debt. The remaining 98.3% was long-term funding. The Promise

Group'’s basic policy Is to raise funds on a long-term and stable basis.

The Promise Group intends to minimize the market interest rate
risk on funds by increasing the proportion of fixed interest rate
funds within its total financing. Through the aggressive use of fixed
interest rates on loan agreements, derivatives, and fixed rate
coupons on its corporate bonds, the Group has achieved fixed
interest rates on 96.7% of its financing. This places the Group in a
strong position in the event of movement in market interest rates.
The average funding rate declined to 1.80%, versus 2.01% for the
previous year, contributing to reduced financial expenses.

Cash Flows

=¥5.1 billion

At the end of the fiscal year under review, cash and cash equiva-
lents amounted to ¥101.1 billion, ¥4.7 billion lower than at the
beginning of the fiscal year. Net cash outflow from cperating,
investing, and financing activities totaled ¥5.1 billion. However,
due to the effect of an increase in the scope of consolidated
subsidiaries, actual net cash outflow was ¥4.7 billion. The decline
in consumer loans outstanding and sales of the stocks of two con-
solidated companies resulted in large changes in cash flows from
operating and investing activities. However, these changes were

O Interest-bearing debt
= Debt-to-equity ratio (Times)

(Times)

° 5




covered by planned and systematic funding through financing
activities. As a result, the Group held the net decrease in cash and
cash equivalents to a small amount.

Net cash provided by operating activities totaled ¥94 .0 billion in
the fiscal year under review, compared with ¥9.2 billion in the previ-
ous fiscal year, up by a factor of 10. This jump can be attributed to
a ¥101.4 billion difference between the ¥71.8 billion increase in
consumer loans cutstanding booked in the previous fiscal year and
the ¥29.6 billion decrease booked in the fiscal year under review—
representing an improvement in cash. In addition, the booking of
special retirement payments and decreases in sales receivables and
other accounts due to the removal of GC and MITSUWAKAI from
the scope of consolidation also contributed to the improvement in
cash.

Net cash provided by investing activities amounted to ¥29.0 bil-
lion, compared with net cash used of ¥818 million in the previous
year, representing a ¥29.8 billion improvement in cash. The main
factors contributing to this improvement were ¥25.2 billion in pro-
ceeds from sales of the stocks of GC and MITSUWAKAI and the
recovery of ¥41.8 billion in loans to these companies. On the other
hand, there was a ¥44.4 billion payment for purchase of property
and equipment related to the previously mentioned purchase of the
Company's head office.

Net cash used in financing activities totaled ¥128.0 billion,
approximately ¥100.0 billion more than the ¥26.9 billion used in the
previous fiscal year. Cash outlay increased due to ¥255.1 billion in
repayments of long-term debt and ¥32.0 billicn in redemption
of bonds. Proceeds from short-term borrowings, long-term debt,
and issuance of bonds were held to a minimum due to the drop in
consumer loans outstanding, resulting in the net cash outflow.

An active ¥14.3 billion increase in treasury stock also contributed
to growth in net cash used.

Cash Dividends per Share

{Years ended March 31) (Years ended March 31)
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Business Outlook

-1.2%

In the fiscal year ending March 2005, the Company forecasts a
1.2% decling in consumer loans outstanding, to ¥1,511.4 billion.
There is no doubt that the business environment for the Promise
Group is improving; the Japanese economy is on the rebound

and the rate of increase in the number of applications for personal
bankruptcy has leveled off. Nevertheless, the Company believes
that demand will remain in a correction phase during the fiscal year
ending March 31, 2005, and intends to be careful in its extension
of credit provision and to work on controlling its loan losses.

+44 3%

Based on the projected small decrease in consumer loans out-
standing, the Company expects that total operating income will
decline 5.5%, to ¥369.3 billion. The reasons for total operating
income falling at a higher rate than the rate of decrease in con-
sumer loans outstanding are that the Company expects the yield on
loans to edge down slightly and that GC and MITSUWAKAI will not
be contributing revenues in the fiscal year ending March 31, 2005.
Regarding costs, the Company anticipates that operating expenses
will decrease due to the fall in credit losses predicted in accordance
with a drop in the loan loss ratio and to the lower personnel costs
resulting from the elimination of the salaries of employees who vol-
untarily retired. Consequently, operating profit is expected to
increase 16.7%, to ¥102.5 billion, and recurring profit to rise 15.5%,
to ¥103.8 billion. Net income is projected to surge 44.3%, to ¥60.0
billion, thanks to the absence of special retirement payments.

These forecasts are judgments prepared by the Promise Group
based on information available at the time these estimates were
made and are subject to latent risks and uncertainties. Accordingly,
if the various factors that are the basis for these forecasts differ
from the assumptions made by the Group, actual performance may
differ substantially from these predictions.

Shareholders’ Equity per Share
(Years ended March 31)
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>>Vanegement/Orgenizetion Chart

Management
(As of June 23, 2004)

Directors

Chairman Masaaki Uchino
President Hiroki Jinnai
Directors Shuniji Kosugi

Teruaki Watanabe
Isao Takeuchi
Tsutomu Kasori
Corporate Auditors Kazuyuki Furukawa
Hidetsugu Iriyama
Hiroaki Mori
Kazuo Nagasawa

Executive Officers
Chief Executive Officer
Senior Managing Executive Officers

Hiroki Jinnai
Shunji Kosugi
Teruaki Watanabe
Isao Takeuchi
Yukio Yoshida

Managing Executive Officers

Hiroshi Obata
Yasuhisa Ichikawa
Tsutomu Kasori
Nobuo Kato
Takeshi Hirai
Masayuki Fujihara
Naohisa Tonami
Yukihiro Suzuki
Yasuyuki Ishida
Tetsu Suzuki
Yoshiyuki Tateishi
Toshio Shinohara

Executive Officers

Organization Chart

Chief Executive Officer

Senior Managing Executive Officer
Senicr Managing Executive Officer
Managing Executive Officer
Managing Executive Officer

———Administration and Industry-Related Activities

Marketing Div., Credit Control Dept.

Treasury Dept., Accounting Dept., Compliance Dept.
Personnel Dept., Staff Training Dept., General Affairs Dept., Legal Dept.,
Customer Relationship Dept.

Marketing Div., IT Operation Dept.

Marketing Div.

Carporate Planning Dept., Affiliated Business Dept.
Marketing Development Dept., Marketing Operation Dept.
Kinki Block

Accounting Dept.

General Affairs Dept.

——Shutoken Block

Internet Business Development Dept.

Treasury Dept.

Corporate Communications Dept.

Marketing Planning Dept.

(As of April 1, 2004)

| General Meeting

of Shareholders [

Board of Auditors

[

Board of Directors |

{ Chairman |
\ President
Marketing Div.
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Promise Co., Ltd. and Consolidated Subsidiaries
Years ended March 31

Millions of Yen
2004 2003 2002 2001 2000 1999
Results of operations:
Interest on consumer loans ¥ 368,663 ¥ 381,126 ¥ 362,760 ¥ 327,821 ¥ 271,743 ¥ 244570
Other operating income 14,119 19,624 19,449 19,198 15,202 11,513
Total operating income 390,981 410,619 394,495 359,641 300,724 271,054
Financial expenses 21,399 24,802 24,868 26,714 23,932 23,108
General and administrative expenses 128,148 145,509 147,493 138,407 118,073 106,914
Credit losses including provision for
uncollectible loans 146,413 124,810 96,996 55,890 40,483 40,764
Total operating expenses 303,112 303,661 279,977 232,223 194,697 183,700
Operating profit 87,869 106,958 114,518 127,418 106,027 87,354
Income before income taxes 79,138 105,806 112,308 107,392 103,201 84,561
Net income 41,576 60,716 62,941 64,845 58,572 40,632
Financial position:
Consumer loans receivable: Principal ¥1,529,055 ¥1,614,524 ¥1,543,288 ¥1,418,656 ¥1,150,253 ¥1,025,452
Allowance for credit losses (current assets) 133,393 114,550 86,667 61,138 44,411 39,112
Total current assets 1,673,563 1,737,506 1,703,180 1,565,165 1,354,961 1,234,842
Total investments and advances 55,322 65,249 70,304 54,644 48,288 38,897
Property and equipment, net 79,637 39,008 45,371 44,354 59,907 61,042
Fixed leasehold deposits 10,199 13,580 14,922 15,231 13,166 13,509
Total assets 1,718,721 1,855,353 1,833,777 1,679,394 1,477,843 1,350,496
Short-term borrowings and current
portion of long-term debt 264,390 305,745 265,958 305,114 287,781 316,953
Total current liabilities 323,226 366,319 340,165 354,540 339,370 365,035
Long-term debt 739,643 848,341 898,915 789,160 682,817 599,635
Total long-term liabilities 758,828 870,924 918,746 807,350 700,388 616,849
Total shareholders’ equity 636,667 618,110 574,866 517,504 438,091 364,315
Other financial data and indicators:
Depreciation and amortization ¥ 6,768 ¥ 8,714 ¥ 8,611 ¥ 0,266 ¥ 9,547 ¥ 8,523
Ratio of consolidated to non-consolidated
operating income (Times) 1.21 1.25 1.24 1.22 1.13 113
Ratio of consolidated to non-consolidated
net income (Times) 0.84 0.98 1.02 1.02 1.02 1.01
Return on equity (ROE) (%) 6.62 10.17 11.52 13.57 14.59 12.83
Return on assets (ROA) (%) 2.32 3.29 3.58 4.10 414 3.18
Amount per share (Yen);
Net income, basic ¥ 34219 ¥ 483.62 ¥ 50478 ¥ 52502 ¥ 486.92 ¥ 346.59
Cash dividends 100.00 100.00 100.00 80.00 80.00 65.00

1. Depreciation and amaortization on the consolidated statements of cash flows excludes new common stock issue expense and amortization expenses,
2. Net income, basic, per share has been restated to conform with International Accounting Standards' Accounting Principles Board Opinion No. 15 (APB-15),

“Eamings per Share”.
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Promise Co., Ltd.
Years ended March 31

Millions of Yen

2004

2003

2002

2001

2000

1999

Results of operations:

Interest on consumer loans ¥ 314,682
Other operating income 7,486
Total operating income 322,168
Financial expenses 20,137
General and administrative expenses 104,041
Credit losses including provision for

uncollectible loans 115,255
Total operating expenses 239,433
Operating profit 82,735
Income before income taxes 85,124
Net income 49,319

Financial position:

Consumer loans receivable: Principal ¥1,352,847
Allowance for credit losses (current assets) 108,300
Total current assets 1,502,382
Total investments and advances 87,948
Property and equipment, net 68,567
Fixed leasehold deposits 9,237
Total assets 1,668,134
Short-term borrowings and current

portion of long-term debt 239,555
Total current liabilities 295,199
Long-term debt 732,077
Total long-term liabilities 748,924
Total shareholders’ equity 624,011

Other financial data and indicators:

Credit losses written off ¥ 93,955
Return on equity (ROE) (%) 8.07
Return on assets (ROA)} (%) 2.92

Amount per share (Yen):

Net income, basic ¥ 406.05
Shareholders’ equity 5,155.72
Payout ratio (%) 24.62

¥ 318,068 ¥ 306,847 ¥ 282,664 ¥ 256,414 ¥ 230,583

8,488
326,556
21,817
109,857

89,463
221,137
105,419
106,005

61,412

¥1,375,693
87,000
1,567,424
94,422
26,433
12,201
1,700,480

245,435
289,908
794,477
813,308
597,264

¥ 70,462
10.67
3.64

¥  488.87
4,780.81
20.46

9,400
316,247
21,179

114,276

76,627
212,082
104,165
106,423

61,250

¥1,324,663
68,000
1,529,481
98,302
30,305
12,393
1,670,481

221,217
279,035
821,402
838,557
552,889

¥ 55126
11.62
3.85

¥ 491.09
4,401.48
20.40

10,110
292,774
22,069
110,700

43,827
176,596
116,178
101,853

63,5621

¥1,228,026
46,500
1,381,819
77,582
31,886
12,632
1,503,919

245107
279,881
707,247
722,706
501,332

¥ 36,437
13.63
4.44

¥ 51324
4,019.80
17.55

8,585
264,999
21,208
106,496

34,866
162,660
102,339
100,303

57,238

¥1,100,546
39,110
1,228,030
54,522
58,220
12,344
1,354,079

231,414
269,247
638,262
£54,575
430,257

¥ 29,815
14.50

4.40

¥ 47584
3,588.37
16.91

7,740
238,323
20,882
96,853

35,874
153,609
84,714
82,971
40,175

¥ 976,614
35,170
1,132,240
42,269
59,496
12,491
1,248,422

267,924
305,872
566,124
583,236
359,314

¥ 27,844
12.87
3.40

¥ 34269
3,003.91
19.35

Net income, basic, per share has been restated to conform with International Accounting Standards’ Accounting Principles Board Opinion No. 15 (ARPB-15),

“Earnings per Share”.
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>>Conseiickiee Balance Sheets

Promise Co., Ltd. and Consolidated Subsidiaries
March 31, 2004 and 2003

Thousands of

U.S. Dollars
Millions of Yen (Note 3)
2004 2003 2004
ASSETS
Current assets:
Cash and cash equivalents (Note 4) ¥ 101,111 ¥ 105,761 $ 957,125
Time deposits (Note 11) 88 4,163 831
Receivables and consumer loans:
Notes and accounts receivable (Note 11) 7,439 60,997 70,421
Consumer loans receivable (Notes 5 and 11);
Principal 1,529,055 1,614,524 14,474,200
Accrued interest income 15,011 15,674 142,095
Less: Allowance for credit losses (Note 6) (133,393) (114,550) (1,262,711)
1,418,112 1,576,645 13,424,005
Prepaid expenses 2,818 2,836 26,674
Deferred tax assets (Note 19) 40,338 37,702 381,840
Other current assets 11,096 10,399 105,045
Total current assets 1,573,563 1,737,506 14,895,520
Investments and advances:
Investments in securities (Note 7) 26,962 20,571 255,226
Investments in and advances to
uncensolidated subsidiaries and affiliates 7,781 8,018 73,652
Investments in equity other than capital stock 1,155 1,667 10,932
Long-term prepaid expenses 1,037 1,076 9,813
Excess investment cost over net assets of
consolidated subsidiaries acquired, net 5,650 5,775 53,479
Deferred tax assets (Note 19) 3,933 7,573 37,234
Other investments and advances 9,288 21,417 87,935
Less: Allowance for credit losses (Note 6) (484) (848) (4,582)
Total investments and advances 55,322 65,249 523,689
Property and equipment, net (Notes S and 11) 79,637 39,008 753,851
Fixed leasehold deposits (Note 10) 10,199 13,590 96,547
Total assets ¥1,718,721 ¥1,855,353 $16,269,607

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

Millions of Yen (Note 3)
2004 2003 2004
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Short-term borrowings (Note 11) ¥ 17,392 ¥ 26,990 $ 164,632
Current portion of long-term debt (Note 11) 246,998 278,755 2,338,114
Accounts payable:
Trade 190 1,737 1,797
Other 32,418 6,590 ‘ 306,873
32,608 8,327 308,670
Accrued income taxes (Note 19) 15,740 31,809 148,995
Accruals for debt guarantees (Note 2 (11)) 70 — 663
Accrued expenses 7,617 7,919 72,108
Other current liabilities 2,801 12,519 26,514
Total current liabilities 323,226 366,319 3,059,696
Long-term liabilities:
Long-term debt (Note 11) 739,643 848,341 7,001,542
Non-current accounts payable 968 2,855 9,164
Accrued severance indemnities (Note 12) 13,695 18,111 129,642
Accruals for loss guarantees (Note 2 (12)) 2,700 — 25,559
Other long-term liabilities 1,822 1,617 17,241
Total long-term liabilities 758,828 870,824 7,183,148
Commitments and contingent liabilities (Notes 5, 11, 13 and 14)
Shareholders’ equity (Note 15):
Common stock:
Authorized—300,000,000 shares
Issued—125,966,665 shares at March 31, 2004 49, 054 — 464,348
—125,966,665 shares at March 31, 2003 — 49,054 —
Additional paid-in capital 92,288 382,288 873,604
Retained earnings 512,784 483,972 4,854,080
Net unrealized gain (loss) on securities 4,151 (404) 39,292
Foreign currency translation adjustments (814) (229) (7,705)
Less: Treasury stock—4,948,249 shares at March 31, 2004 (20,796) — (196,856)
—1,169,9383 shares at March 31, 2003 — 6,571) —
Total shareholders’ equity 636,667 618,110 6,026,763
Total liabilities and shareholders’ equity ¥1,718,721 ¥1,855,353 $16,269,607
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' >>Conselideied Sketements ef lnceme
i

i Promise Co., Lid. and Consolidated Subsidiaries

i For the years ended March 31, 2004 and 2003

Thousands of

U.S. Dollars
Milions of Yen (Note 3)
2004 2003 2004
Operating income:
Interest on consumer loans ¥368,663 ¥381,126 $3,489,803
Sales 8,199 9,869 77,613
Other operating income (Note 16) 14,119 19,624 133,651
Total operating income 390,981 410,619 3,701,067
Operating expenses:
Financial expenses (Note 17) 21,399 24,802 202,563
Cost of sales 7,152 8,540 67,699
General and administrative expenses (Note 18) 128,148 145,509 1,213,066
Credit losses including provision for uncollectible loans (Note 6) 146,413 124,810 1,385,958
Total operating expenses 303,112 303,661 2,869,286
Operating profit 87,869 106,958 831,781
Other income (expenses):
Interest and dividend income on investments 1,559 786 14,760
Interest expense (193) (329) (1,823)
Equity in earnings of Tokumei Kumiai 691 974 6,543
Net gain (loss) cn sales of investments in securities (Note 7) 442 5) 4,182
Loss on valuation of investments in securities (Note 7) — (512) —
Net loss on sales or disposal of property and equipment (1,862) (1,374) (17,629)
Gain on sales of investments in subsidiaries 12,869 — 121,817
Loss on valuation of investments in subsidiaries (189) — (1,793)
Provision for loss guarantees (Note 2 (12)) (2,700) — (25,559)
Special retirement payments (Note 12) (18,746) — (177,450)
Equity in net gain (loss) of affiliated companies 95 (37) 896
Expense for relocation of offices (346) (624) (3,276)
Gain on sales of golf club membership - 36 —
Impairment loss on deposits for golf club membership (66) 43) (629)
Other, net (285) (24) (2,691)
Total other expenses, net 8,731) (1,152) (82,652)
Income before income taxes 79,138 105,806 749,129
Income taxes (Note 19):
Current 41,284 53,212 390,798
Deferred (3,722) (8,122) (35,236)
37,562 45,090 355,562
Net income ¥ 41,576 ¥ 60,716 $ 393,567
U.S. Dollars
Yen (Note 3)
Amount per share (Note 21).
Net income:
Basic ¥342.19 ¥483.62 $3.25
Diluted — — —
Cash dividends 100.00 100.00 0.95
Weighted average number of shares (Thousands):
Basic 121,256 125,339
Diluted — —

The accompanying notes are an integral part of these statements.
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>>Consoliceied Setements of Sherehalcers’ Equly-

Promise Co., Ltd. and Consolidated Subsidiaries
For the vears ended March 31, 2004 and 2003

Milions of Yen

Net Foreign
Number of Additional unrealized currency
shares of Common paid-in Retained gain (loss) translation Treasury
common stock stock capital earnings on securities  adjustments stock
Balance at March 31, 2002 125,966,665  ¥49,054  ¥92288  ¥430,008 ¥1,058 ¥ 172 ¥ (3,709
Net income — — — 60,716 — — —
Cash dividends paid — — — (12,550) — — —
Bonuses to directors and
corporate auditors — — — (197) — — —
Decrease due to valuation of
securities, net of tax — — — — (1,462) — —_
Adjustments on foreign currency
financial statement translation — — — — — (401 —
Increase in treasury stock — — — — — — (2,862)
Balance at March 31, 2003 125,966,665  ¥49,054  ¥02,288  ¥483,972 ¥ (404) ¥(229) ¥ (6,571)
Net income —_ — — 41,576 — — —
Cash dividends paid — — — (12,291) — —_ —
Bonuses to directors and
corporate auditors — — — (100) — — —
Loss on sales of treasury stock — — — (34) — — —
Decrease due to inclusion of
a company in consolidation — —_ — (339} — - —
Increase due to valuation of
securities, net of tax — — — — 4,555 — —
Adjustments on foreign currency
financial statement translation - — — —_ — (585) —_
Increase in treasury stock — — — — — — (14,225)
Balance at March 31, 2004 125,966,665  ¥49,054  ¥92,288 ¥512,784 ¥ 4,151 ¥(814) ¥(20,796)
Thousands of U.S. Dollars (Note 3)
Net Faoreign
Additional unrealized currency
Common paid-in Retained gain loss}  translation Treasury
stock capital earnings on securities  adjustments stock
Balance at March 31, 2003 $464,348 $873,604 $4,581,339 $(3.824) $(2,165) $ (62,205)
Net income — — 393,567 — — —
Cash dividends paid — — (116,350) — — —_
Bonuses to directors and
corporate auditors — — (949) —_ — —
Loss on sales of treasury stock - — (319) — - —
Decrease due to inclusion of
a company in consolidation -— — (3,208) — —_ —
increase due to valuation of
securities, net of tax — — — 43,116 — —
Adjustments on foreign currency
financial statement translation — — — —  (5,540) —
Increase in treasury stock —_ — — — — (134,651)
Balance at March 31, 2004 $464,348 $873,604 $4,854,080 $39,292 $(7,705) $(196,856)

The accompanying notes are an integral part of these statements.
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‘ Promise Co., Ltd. and Consolidated Subsidiaries

] For the years ended March 31, 2004 and 2003

Thousands of

U.S. Dollars
Millions of Yen (Note 3)
2004 2003 2004
Operating activities:
Income before income taxes ¥ 79,138 ¥ 105,808 $ 749,129
Adjustments for;
Depreciation and amortization 6,768 8,714 64,067
Increase in allowance for credit losses 26,856 28,444 254,224
Increase (decrease) in accrued severance indemnities (4,118) 2,999 (38,977)
Equity in earnings of Tokumei Kumiai (691) (974) (6,543)
Net loss {gain) on sales of investments in securities (442) 5 (4,182)
Net loss on sales or disposal of property and equipment 1,862 1,374 17,629
Equity in net loss (gain) of affiliated companies (95) 37 (896)
Gain on sales of investments in subsidiaries (12,869) — (121,817)
Increase in accruals for debt guarantees 70 — 662
increase in accruals for loss guarantees 2,700 — 25,559
Impairment ioss on deposits for golf club membership 66 43 629
Special retirement payments 18,746 — 177,450
Decrease (increase) in consumer loans receivable: Principal 29,573 (71,829) 279,940
Decrease (increase) in notes and accounts receivable 3,997 (4,749) 37,839
Increase (decrease) in accounts payable 4,612 (3,300) 43,654
Income taxes paid (57,316) (63,624) (542,560)
Other, net (4,889) 6,221 (46,299)
Net cash provided by operating activities 93,968 9,167 889,508
Investing activities:
Payment for purchase of property and equipment (44,390) (1,899) (420,197)
Proceeds from sales of property and equipment 31 1,260 298
Payment for purchase of investments in securities 0) (30 4)
Proceeds from sales of investments in securities 1,569 254 14,853
Acquisition of shares of subsidiaries resulted in the change
in scope of consolidation — 270 —
Payment for purchase of shares of subsidiaries (357) (250) (3,382)
Proceeds from sales of investments in subsidiaries 25,248 — 238,996
Decrease (increase) in loans 41,786 (2,795) 395,556
Decrease in other investments 5,069 2,372 47,984
Net cash provided by (used in) investing activities 28,956 (818) 274104
Financing activities:
Proceeds from long-term debt 177,314 193,088 1,678,475
Repayments of long-term debt (255,112) (217,204) (2,414,916)
Proceeds from issuance of bonds, net of expenses 14,896 39,719 141,011
Redemption of bonds (32,000) (30,000) (302,916)
Increase (decrease) in short-term borrowings (6,520) 2,919 (61,721)
Increase in treasury stock (14,258) (2,862) (134,969)
Cash dividends paid (12,291) (12,550) (116,350)
Net cash used in financing activities (127,971) (26,890) (1,211,386)
Effect of exchange rate changes on cash and cash equivalents (91) (88) (864)
Net decrease in cash and cash equivalents (5,138) {18,629) (48,638)
Cash and cash equivalents at beginning of the year 105,761 124,390 1,001,145
Effect of the increase in scope of consolidated subsidiaries 488 — 4,618
Cash and cash equivalents at end of the year ¥101,111 ¥ 105,761 $ 957,125
Supplemental disclosures of cash flow information:
Cash paid during the year for:
Interest ¥ 20,013 ¥ 23,552 $ 189,444

The accompanying notes are an integral part of these statements.
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>>Noes o The Consclideize Finencial SEEmMeERS

Promise Co., Ltd. and Consolidated Subsidiaries

1. BASIS OF PRESENTING THE CONSOLIDATED FINANCIAL STATEMENTS

The accounting records of Promise Co., Ltd. (the “Company”) and its domestic consolidated subsidiaries are maintained in
accordance with the provisions set forth in the Commercial Code of Japan (the “Commercial Code”) and in conformity with
accounting principles generally accepted in Japan, which are different in certain respects as to application and disclosure
requirements of International Financial Reporting Standards.

The accounts of overseas subsidiaries consolidated with the Company are based on the financial statements prepared
in conformity with generally accepted accounting principles {(“GAAP”) prevailing in the countries where the subsidiaries have
been incorporated. Financial statements have not been materially affected by the differences between the GAAP prevailing
in these countries and Japanese GAAP. Therefore, no adjustments have been reflected in the accompanying consolidated
financial statements to present the accounts of the subsidiaries in compliance with Japanese accounting principles.

Certain account balances, as disclosed in the basic consolidated financial statements in Japan, have been summarized
or reclassified to the extent deemed necessary to enable presentation in a form which is more familiar to readers outside
Japan.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Scope and Significant Accounting Policies

The Company had 12 subsidiaries and 2 affiliates as of March 31, 2004 and 15 subsidiaries and 3 affiliates as of March 31,
2003. The accompanying consolidated financial statements include the accounts of the Company and 8 (10 for each of the
previous years) of its subsidiaries (together, the "Companies”), which are listed below:

Name Country of incorporation Fiscal year-end
Plat Corporation Japan March 31
Sun Life Co., Ltd. Japan March 31
PAL Servicer Co., Ltd. ™ Japan March 31
PAL Life Co., Ltd. 2 Japan March 31
Net Future Co., Lid. Japan March 31
System Trinity Co., Ltd. Japan March 31
Liang Jing Co., Ltd. "3 Taiwan December 31
PROMISE (HONG KONG) CO., LTD. Hong Kong December 31

“1. PAL Senvicer Co., Ltd. has been included in consolidation from the year ended March 31, 2004,

*2. PAL Corporation Ltd. renamed to PAL Life Co., Ltd. on February 1, 2004,

3. Yuukei Co., Ltd., which was previously a consclidated subsidiary in year ended March 31, 2003, was merged into Liang Jing Co., Ltd. on July 1, 2003.

4. GC Co., Ltd. and MITSUWAKAI Co., Ltd. which were excluded from consolidation on August 6, 2003 when the Company soid all stocks of GC Co., Ltd.
to GE Consumer Finance Co., Ltd.

The remaining 4 unconsolidated subsidiaries at March 31, 2004 were not consolidated because their aggregate amount
of sales, assets, net income and retained eamings were not material to the consolidated results of operations, total assets,
net income and retained earnings, respectively.

On the acquisition of a subsidiary, all of the subsidiaries’ assets and liabilities that exist at the date of acquisition are
recorded at their fair value.

Any material difference between the cost of investment in a subsidiary and the equity in its net assets at the date of
acquisition is amortized over 10 vears.

For the purpose of preparing the accompanying consolidated financial statements, all significant intercompany transac-
tions, account balances and unrealized profits among the Companies have been eliminated. The amounts of certain sub-
sidiaries have been included in consolidation on the basis of thelr fiscal periods ended three months prior to March 31,

(2) Application of the Equity Method
Investments in companies that the Company has significant influence or ownership of more than 20% but less than or equal
to 50% are accounted for under the equity method. An affiliate accounted for under the equity method is listed below:

Equity ownership
percentage at
Name Country of incorperation March 31, 2004 Fiscal year-end
MOBIT CO., LTD. Japan 45.00% March 31
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Under the equity method, investments are stated at cost plus/minus the Company’s equity in undistributed eamnings (losses).

Any material difference between the cost of investment in an affiliated company and the equity in its net assets at the
date of acquisition is amortized over 10 years.

Investments in unconsolidated subsidiaries and the remaining affiliates are carried at cost and are not adjusted for equity
in earnings (Ilosses) of such subsidiaries and affiliates for each period because the effect of applying the equity method is
not material.

(3) Translation of Foreign Currencies
The accounts of the overseas consolidated subsidiaries are translated into Japanese yen by the methods prescribed under
the statements issued by the Business Accounting Deliberation Council of Japan. Under this methoed, balance sheet
accounts are translated at current rates, shareholders’ equity is translated at the historical rate and revenues and expenses
are translated at the average rate for the respective periods.

Differences arising from the translations are recorded as “Foreign currency translation adjustments” in shareholders’ equity.

(4) Recognition of Revenues

Interest income

Interest income on consumer loans is recagnized when collections are made during each financial period. At the end of
each financial period, the accrual basis is used to reflect the interest income earned, in accordance with Japanese tax
practices, at the lower of interest rates provided by the Interest Rate Restriction Law of Japan or contracted interest rates
and any excess of contractual rates over statutory rates is not reflected for accounting purposes.

(5) Allowance for Credit Losses and Write-Offs

The allowance ior credit losses of the Company and its consolidated subsidiaries is provided in an amount deemed neces-
sary to cover possible non-collectible accounts based on the percentage of their own actual experience of bad debt loss
written off against the balance of receivables and consumer loans.

Consumer loans are written off against the allowance for credit losses when both interest and principal of the loans have
been unpaid for a certain specified period of time or after follow-up requests for payment and/or uncollectibility of accounts
is clearly demonstrated by conditions such as the customer’s bankruptcy or death.

The written-off balances of these consumer loans are managed by the special collection department. This department
makes an effort to collect the previously written-off balances as long as these balances are legally collectible. When the
previously written-off balances and the related interest are subsequently recovered and collected, the collected amounts
are included in “Other operating income” in the accompanying statements of income in the year of recovery.

(6) Valuation of Securities
All equity securities and debt securities are classified as “Other securities”, which represents securities other than trading
or held-to-maturity securities.

The Company and its domestic subsidiaries have adopted the Financial Accounting Standard on “Accounting for
Financial Instruments” issued by the Business Accounting Deliberation Council. Following the standard, the Company and
its domestic subsidiaries’ management determine the appropriate classification of securities, and record trading securities
in current assets and other securities as investments in securities.

Marketable “Other securities” are stated at market value. Adjustments to market value are recorded as an increase or a
decrease in shareholders’ equity, net of tax. Under the Commercial Ccde, unrealized gain (loss) on securities, net of tax are
not available for distribution as dividends and bonuses to directors and corporate auditors. Costs of their sales are deter-
mined by the moving average method. “Other securities” which are not marketable are stated at cost, cost being deter-
mined by the moving average method.

An impairment loss on deposits for golf club membership is also required to be recognized in accordance with the standard.

(7) Property and Equipment

Property and eguipment (other than new buildings acquired on or after April 1, 1998, to which the straight-line method is
applied) are depreciated by the declining-balance method over the estimated useful lives of the assets. The range of useful
lives is principally from 3 to 50 years for buildings and from 2 to 20 years for furniture, fixtures and equipment.
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(8) Foreign Currency Translation
The Company and its domestic subsidiaries have adopted the Financial Accounting Standard on "Accounting for Foreign
Currency Transactions”.

Following the standard, receivables and payables denominated in foreign currencies are translated into Japanese yen
at the relevant exchange rates prevailing at the respective balance sheet dates.

The resulting transaction gains or losses are included in the determination of “Other operating income” (“Financial
expenses”) for the respective periods.

(9) Leases
Where financing leases do not transfer ownership of the leased property to the lessee during the terms of the leases, the leased
property is not capitalized and the relatéd rental expenses are charged to income in the periods in which they are incurred.

(10) Accrued Severance Indemnities
The Company and its domestic subsidiaries have adopted the Financial Accounting Standard on "Accounting for Retirement
Benefits” issued by the Business Accounting Deliberation Council.

Following the standard, the amount of accrued severance indemnities for employees is provided based on the amount of
the projected benefit obligation less the fair value of the pension plan assets. The accrued severance indemnity cost for the
fiscal period is charged to income as incurred.

Unrecognized past service cost and net actuarial gain (0ss) arising in the years are charged to income in the year in which
they arise.

The directors and corporate auditors of the Company and certain subsidiaries are covered by a retirement benefit plan
under which the retiring directors or corporate auditors are entitled to receive lump-sum retirement benefits. The amount of
such benefits is determined based on these companies’ pertinent rules. The accrued severance indemnities for directors
and corporate auditors in the accompanying balance sheets represent the estimated amount to be paid if all directers and
corporate auditors retired at the balance sheet dates.

In addition, an allowance for retirement benefits for the above-mentioned executive officers is provided based on the
Company’s pertinent rules and is calculated as the estimated amount which would be payable if these officers were to
retire at the balance sheet date.

(11) Accruals for Debt Guarantees

From the year ended March 31, 2004, under the guarantee agreement between the Company and certain banks, the

Company provides guarantees to the banks on the bank loans provided to bank customers. The guarantees are principally

made to enhance the credits of these customers. The Company has received guarantee fees from these banks. For each

guarantee provided, the Company would have to perform under the guarantee if the customer defauits on a payment.
Accruals for debt guarantees amounted to ¥70 million (3663 thousand) as of March 31, 2004 are provided to cover

possible future losses on these guarantee balances at the balance sheet date. .

(12) Accruals for Loss Guarantees

Under the GC's stock sales contracts between the Company and GE Consumer Finance Co., Ltd. (“GE”) concluded in
July 2003, the Company provides guarantees to GE on certain receivables of GC Co., Ltd. During the guarantee period,
the Company would have to perform the guarantee if certain conditions on contracts are met and the Company takes over
claim for indemnities. The Company has made a provision for estimated loss in the accompanying consolidated balance
sheets to cover non-collectible amounts of claim for indemnities amounted to ¥2,700 million ($25,559 thousand) as of
March 31, 2004.

(13) Bond Issue Expenses
Bond issue expenses are charged to income as incurred.

(14) Appropriation of Retained Earnings
Under the Commercial Code and the Articles of Incorporation of the Company, proposals by the Board of Directors for the
appropriation of retained earnings (principally the payment of annual cash dividends) should be approved by a shareholders’
meeting which must be held within three months after the end of each financial year. The appropriation of retained earmnings
reflected in the accompanying consolidated financial statements for each fiscal year represents the appropriations which
were approved by the shareholders' meeting and disposed of during that year but were related to the immediately preced-
ing fiscal year.

The payment of bonuses to directors and cerporate auditors is made out of retained earmnings instead of being charged
to income for the year and constitutes a part of the appropriations referred to above.
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{15) Net Income and Dividends per Share
Basic net income per share is based upon the weighted average number of shares of common stock outstanding during
each period.

Diluted net income per share is based upon the weighted average number of shares of common stock outstanding after
consideration of the dilutive effect of treasury stock for stock option plans during each year.

The Company has adopted the Financial Accounting Standard on “Accounting for Eamings per Share”. The presented
figures of “Amount per share” were calculated in accordance with the standard.

Cash dividends per share represent interim dividends paid and annual dividends declared as applicable to the respective years.

(16) Cash Equivalents

Cash equivalents include all highly liquid investments, generally with an original maturity date of three months or less, that
are readily convertible to known amounts of cash and are so near maturity that they present an insignificant risk of change
in value due to interest rates.

(17) Derivatives

Following the Financial Accounting Standard on “Accounting for Financial Instruments”, derivative financial instruments are
recognized in the financial statements and measured at fair value, effective April 1, 2000. Gains and losses on designated
hedged instruments are deferred on the balance sheet to the period when gains and losses on the positions hedged have
been recognized to matth gains and losses on the hedging instruments. Certain derivative instruments satisfying the condition
prescribed under the standard are not evaluated at fair value.

(18) Reclassifications
Certain prior-year amounts have been reclassified to conform to the current year’s presentation.

3. UNITED STATES DOLLAR AMOUNTS

The Company prepares its consolidated financial statements in Japanese yen. The U.S. dollar amounts included in the
accompanying consolidated financial statements and notes thereto reprasent the arithmetical results of translating yen into
dollars at the rate of ¥105.64 to U.S.$1, being the effective rate of exchange at March 31, 2004. The inclusion of such dollar
amounts is solely for convenience and is not intended to imply that yen amounts have been or could be readily converted,
realized or settled in dollars at the rate of ¥105.64 to U.S.$1 or at any other rate.

4. CASH AND CASH EQUIVALENTS

Cash and cash equivalents included ¥48,965 million ($463,504 thousand) and ¥46,076 million of short-term commercial
notes, as of March 31, 2004 and 2003, respectively. The Companies received securities, commercial paper and others as

collateral for short-term commercial notes. Market values of collateral as of March 31, 2004 and 2003 were as follows:
Thousands of

Millions of Yen U.S. Dollars

2004 2003 2004
Securities ¥12,997 ¥14,028 $123,031
Commercial paper 32,995 28,999 312,334
Others 2,970 3,050 28,114

¥48,962 ¥46,077 $463,479
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5. CONSUMER LOANS RECEIVABLE

(1) Unsecured loans to individual customers, which were included in “Consumer loans receivable”, were ¥1,523,667 million

($14,423,202 thousand) and ¥1,607,121 milion as of March 31, 2004 and 2003, respectively.

(2) The amounts of loans which were disclosed in accordance with the enactment of the Nonbank Bond Issuing Law in

May 1999 were as follows:
Thousands of

Milions of Yen U.S. Dollars

2004 2003 2004
Credits of bankrupt borrowers ¥ 1,694 ¥ 4437 $ 16,034
Delinquent loans 601 699 5,696
Delinguent loans three months or more past the due date 13,858 13,849 131,179
Restructured loans 57,854 46,417 547,652

¥74,007 ¥65,402 $700,561

Credits of bankrupt borrowers are loans under declaration of bankruptcy, reconstruction and similar proceedings
and whose accruing interest is not recorded as income because the principal or interest on such loans is unlikely to be
recovered in view of the considerable period of postponement of the principal or interest, or other circumstances.

Delinguent loans are credits whose accruing interest is not recorded as income for the same reason as the above and
do not include credits of bankrupt borrowers and the loans to which postponement of intersst payment was made with
the object of reconstructing and supporting the borrowers.

Delinquent foans three months or more past the due date are loans which are delinguent for three months or more
from the due date of interest or principal under the terms of the related loan agreements and do not include credits of
bankrupt borrowers and delinquent loans, as described above.

Restructured lcans are loans to which a certain concession favorable to borrowers, such as postponement of interest
payment and other methods, was made with the object of encouraging repayment and do not include credits of bank-
rupt borrowers, delinguent loans and delinguent loans three months or more past the due date, as described above.

Restructured loans which are 30 days or less past due were ¥51,704 million ($488,436 thousand) and ¥41,246 mil-
lion as of March 31, 2004 and 2003, respectively.

(3) A revolving credit facility agreement is a contract whereby the Companies are obligated to loan repeatedly up to a

predetermined amount to a customer on request, if the customer has met the terms and conditions of the contract.

The total balance of revolving credit facilities unused, including credit facilities of customers without any loan balance,
except for those making no payment or receipt for two years or more, was ¥378,478 million ($3,582,713 thousand) and
¥420,185 million as of March 31, 2004 and 2003, respectively. The balance of revolving credit facilities unused and
secured was ¥253 million ($2,393 thousand) and ¥283 million as of March 31, 2004 and 2003, respectively. Since
revolving credit facilities expire without making & loan, the total balance of unused credit facilities must not impact on
future cash flows of the Companies.

Revolving credit facilities contain provisions that allow the Companies to refuse to loan to the customers or reduce the
contract amount of the credit facilities if credit exposures or similar conditions change. After contracted, the Companies
periodically monitor customers’ creditworthiness and, if necessary, take measures to manage credit exposures, such as
revising the terms of the contract.

6. ALLOWANCE FOR CREDIT LOSSES

Transactions affecting the "Allowance for credit losses” account for the years ended March 31, 2004 and 2003 are summarized

as follows:
Thousands of
Millions of Yen U.S. Dollars
2004 2003 2004
Balance at beginning of the year ¥115,398 ¥ 87,213 $1,092,375
Adjustments for newly consolidated subsidiaries
and foreign currency translation (8,377) (25) (79,306)
Credit losses written off against the allowance (109,684) (86,523) (1,038,283)
Provision for uncollectible loans 136,540 114,733 1,292,507
Balance at end of the year ¥ 133,877 ¥115,308 $ 1,267,293
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7. INVESTMENTS IN SECURITIES

Investments in securities held by the Companies as of March 31, 2004 and 2003 are summarized as follows:
Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004
Investments in securities:
Equity securities ¥13,490 ¥ 7,128 $127,695
Other 13,472 13,443 127,531

¥26,962 ¥20,571 $255,226

Book value and acquisition cost information on marketable “Cther securities” as of March 31, 2004 is summarized as follows:

Milions of Yen Thousands of U.S. Dollars
Book value Book value
Acquisition per Acquisition per
cost balance sheet  Difference cost balance sheet  Difference
Securities whose book values on
the accompanying consolidated balance
sheet exceed their acquisition costs:
Equity securities ¥6,208 ¥13,037 ¥6,829 $58,759 $123,405 $64,646
Other 115 172 57 1,092 1,632 540
6,323 13,209 6,886 59,851 125,037 65,186

Securities whose book values on
the accompanying consolidated balance
sheet do not exceed their acquisition costs:
Equity securities 1 1 ©) 14 13 @)
¥6,324 ¥13,210 ¥6,886 $59,865 $125,050 $65,185

“Other securities” sold during the year ended March 31, 2004 were as follows:

Millions of Yen Thousands of U.S. Dollars
Proceeds Gain Loss Proceeds Gain Loss
from sales on sales on sales from sales on sales on sales

¥1,569 ¥504 ¥62 $14,853 $4,767 $585

Book values of “Other securities” which were not marketable as of March 31, 2004 are summarized as follows:
Thousands of

Millions of Yen U.S. Dollars
Investments in securities:
Equity securities ¥ 452 $ 4,277
Other:
Preference share 13,300 125,899

Book value and acquisition cost information on marketable “Other securities” as of March 31, 2003 is summarized as follows:
Millions of Yen

Book value
Acquisition per
cost balance sheet  Difference

Securities whose bock values on
the accompanying consolidated balance
sheet exceed their acquisition costs:
Equity securities ¥1,412 ¥1,578 ¥ 166
Securities whose book values on
the accompanying consolidated balance
sheet do not exceed their acquisition costs:

Equity securities 4,455 3,482 Q73)
Other 115 115 —
4,570 3,597 873

¥5,082 ¥5,175 ¥(807)
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“Other securities” sold during the year ended March 31, 2003 were as follows:
Millions of Yen

Proceeds Gain Loss
from sales on sales on sales
¥254 ¥6 ¥11

Book values of “Other securities” which were not marketable as of March 31, 2003 are summarized as follows:

Millions of Yen

Investments in securities:

Equity securities ¥ 2,068
Other:
Discount debentures 28
Preference share 13,300

As for “Other securities”, if their fair market value has declined more than 50% of their bock value, such securities are
measured at their fair market value, and any decreases in the carrying amount are charged to income as the loss on valua-
tion of investments in securities. In case their fair market value has declined more than 30% but less than 50% of their bock
value, such securities are measured at their fair market value, and any decreases in the carrying amount are charged to
income as the loss on valuation of investments in securities unless the fair market value is expected to be recoverable.

The Companies recognized ¥512 million in loss on valuation of investment in securities for the year ended March 31,
2003.

8. DERIVATIVES AND HEDGING ACTIVITIES

The Company and certain subsidiaries enter into interest rate swap agreements to convert variable interest rates on the
principal amount of certain debts to fixed interest rates. In addition, the Company enters into interest rate cap agreements.
These agreements are used to reduce the exposure to market risk from fluctuation in interest rates. The Companies do not
hold or issue any financial instruments for trading purposes. The hedging instruments are measured for effectiveness by
correlation with respect to the difference between interest rate indicators upon the instruments and positions hedged. The
market risk associated with these instruments is managed under the Company's internal manual approved by the Board of
Directors. The derivatives and hedging activities of the subsidiaries are subject to the Company’s approval.

The fair values of the off-balance-sheet financial instruments, excluding those deferred on the balance sheet in accordance
with the accounting standard, were as follows:

Milions of Yen

Noticnal amount

Due after Unrealized
Total one year Fair value loss

Year ended March 31, 2004:
Interest rate swap:
Changing floating rates into fixed rate ¥41,562  ¥37,132 ¥(667) ¥(667)
¥41,562  ¥37,132 ¥(667) ¥(667)

Year ended March 31, 2003:
Interest rate swap:

Changing fiocating rates into fixed rate ¥20,860 ¥20,800 ¥(451) ¥(451)
Interest rate cap: :
Purchased 4,000 — 0 (10)

¥24960  ¥20,800 ¥(451) ¥(461)

Thousands of U.S. Dollars

Notional amount

Due after Unrealized
Total one year Fair value loss

Year ended March 31, 2004:
Interest rate swap:
Changing floating rates into fixed rate $393,431 $351,496 $(6,318) $(6,318)
$393,431 $351,496 $(6,318) $(6,318)

Annual Report 2004

43




9. PROPERTY AND EQUIPMENT

Property and equipment as of March 31, 2004 and 20083 are summarized as follows;
Thousands of

Millions of Yen U.S. Dollars

2004 2003 2004
Buildings ¥ 26,771 ¥ 257219 $ 253,418
Structures 4,585 4,820 43,399
Furniture, fixtures and equioment 30,554 37,644 289,224
Other 106 126 1,008

62,016 67,809 587,049
Less: Accumulated depreciation (34,441) (41,845) (326,020)

27,575 25,964 261,029

Land 52,062 13,044 492,822
) ‘ ¥ 79,637 ¥ 39,008 $ 753,851

10. FIXED LEASEHOLD DEPOSITS

Fixed leasehold deposits as of March 31, 2004 and 2003 were mainly those paid to the lessors in connection with the leases
of facilities for office space. Lessors in Japan require large amounts of leasehold deposits equivalent to several months’ lease
rental payments. Such leasehcld deposits do not bear interest and are generally returnable only when the lease is terminated.

11. SHORT-TERM BORROWINGS AND LONG-TERM DEBT

(1} Information on the amount of short-term borrowings outstanding as of March 31, 2004 and 2003 is as follows:
Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004
Short-term bank loans™:
Secured ¥ 3156 ¥ 1386 $ 2,982
Entered into the forward contract of assigning consumer loans receivable _— 3,150 —
Unsecured 15,108 19,859 143,014
15,423 24,395 145,996
Commercial paper and cther:
Secured 536 277 5,069
Unsecured 1,433 2,318 13,567
1,969 2,595 18,636
¥17,392 ¥26,990 $164,632
* Maximum month-end balance outstanding during the pericd ¥27,465 ¥24,395 $259,985
Average month-end balance outstanding during the period 10,124 17,418 95,831
Weighted average interest rate for the period 1.037% 1.609%

Short-term bank loans outstanding as of March 31, 2004 and 2003 were represented mainly by overdrafts with banks
bearing interest at annual rates ranging from 0.570% to 5.000%, and from 0.590% to 5.000%, respectively.

The principal ranges of annual interest rates applicable to commercial paper and other as of March 31, 2004 and 2003
were from 0.500% to 1.050%, and from 1.250% to 1.780%, respectively.
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(2) Long-term debt outstanding as of March 31, 2004 and 2003 consisted of the following:

Thousands of
Millions of Yen U.S. Dollars
2004 2003 2004
Loans, principally from banks and other financial institutions with
interest rates indicated below™:
Secured ¥ 183,109 ¥ 239,071 $1,733,332
Entered into the forward contract of assigning consumer loans receivable 303,987 351,739 2,877,572
Unsecured 194,545 214,286 1,841,587
681,641 805,096 6,452,491
Bonds issued by Promise Co., Ltd.:
2.030% per annum uncollateralized yen bonds, due 2004 20,000 20,000 189,322
1.780% per annum uncollateralized yen bonds, due 2004 10,000 10,000 94,661
1.400% per annum uncollateralized yen bonds, due 2003 — 10,000 —
2.270% per annum uncollateralized yen bonds, due 2005 10,000 10,000 94,661
2.510% per annum uncollateralized yen bonds, due 2006 20,000 20,000 189,322
1.800% per annum uncollateralized yen bonds, due 2003 —_ 20,000 —
2.950% per annum uncollateralized yen bonds, due 2003 10,000 10,000 94,661
2.560% per annum uncollateralized yen bonds, due 2010 15,000 15,000 141,993
Floating rate (six-month Japanese yen—LIBOR+0.5%) uncollateralized
yen bonds, due 2005 10,000 10,000 94,661
2.270% per annum uncollateralized yen bonds, due 2008 10,000 10,000 94,661
2.900% per annum uncollateralized yen bonds, due 2012 10,000 10,000 94,661
2.040% per annum uncollateralized yen bonds, due 2007 20,000 20,000 189,322
2.080% per annum uncollateralized yen bonds, due 2005 10,000 10,000 94,661
Floating rate (six-month Japanese yen—LIBOR+0.75%) uncollateralized
yen bonds, due 2005 10,000 10,000 94,661
1.750% per annum uncollateralized yen bonds, due 2005 10,000 10,000 94,661
1.700% per annum uncollateralized yen bonds, due 2006 10,000 10,000 94,661
1.740% per annum uncollateralized yen bonds, due 2008 10,000 10,000 94,661
1.200% per annum uncollateralized yen bonds, due 2006 15,000 15,000 141,993
1.630% per annum uncollateralized yen bonds, due 2008 10,000 10,000 94,661
1.400% per annum uncollateralized yen bonds, due 2007 20,000 20,000 189,322
0.920% per annum uncollateralized yen bonds, due 2005 20,000 20,000 189,322
1.470% per annum uncollateralized yen bonds, due 2007 10,000 10,000 94,661
2.050% per annum uncollateralized yen bonds, due 2009 10,000 10,000 94,661
2.290% per annum uncollateralized yen bonds, due 2010 10,000 10,000 94,661
1.000% per annum uncollateralized yen bonds, due 2006 10,000 10,000 94,661
1.370% per annum uncollateralized yen bonds, due 2013 15,000 — 141,993
Bond issued by GC Co., Ltd.:
1.600% per annum uncollateralized yen bonds, due 2003 — 2,000 —
Less: Portion due within one year (246,998) (278,755) (2,338,114)
¥ 739,643 ¥ 848,341 $ 7,001,542
Weighted average interest rate for the pericd 1.823% 2.006%

~ Annual interest rates on loans from banks and other financial institutions outstanding as of March 31, 2004 and 2003 ranged from 0.640% to 3.249% and from
0.955% to 5.150%, respectively.

(8) The Companies’ assets pledged as collateral for short-term bank loans, commercial paper and other and long-term
loans with lbanks and other financial institutions as of March 31, 2004 and 2003 were as follows:

Thousands of
Millions of Yen U.S. Dollars
2004 2003 2004
Time deposits ¥ 7 ¥ 649 $ 64
Notes and accounts receivable* 1,914 10,930 18,116
Consumer loans receivable” 186,019 243,751 1,760,880
Property and equipment 8,017 8,184 75,889
Other 44 4 415

¥196,001 ¥263,518 $1,855,364

" In addition to the above assets pledged, the Companies entered into the forward contract of assigning notes and accounts receivable and consumer loans receivable.
The contract amounts were ¥314,501 million ($2,977,100 thousand) and ¥367,548 million as of March 31, 2004 and 2003, respectively.
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The aggregate annual maturities of long-term debt outstanding, excluding the preceding bonds, as of March 31, 2004

were as follows:

Thousands of

Year ending March 31, Milions of Yen U.S. Dollars
2005 ¥196,998 $1,864,809
2006 195,892 1,854,337
2007 174,613 1,652,905
2008 78,494 743,031
2009 and thereafter 35,644 337,409
¥681,641 $6,452,491

{4) The outstanding bank overdraft and loan commitments contracted but not provided for and similar agreements as of

March 31, 2004 and 2003 were as follows:

Thousands of

Milions of Yen U.S. Dollars
2004 2003 2004

Bank overdraft commitments:

Credit facilities ¥ 18,293 ¥ 17,100 $ 173,164

Used (12,416) (6,646) (117,534)

Unused ¥ 5877 ¥ 10,454 $ 55,630
Bank loan commitments:

Credit facilities ¥253,250 ¥232,080 $2,397,293

Used (9,798) (11,227) (92,749)

Unused ¥243,452 ¥220,853 $2,304,544

12. SEVERANCE AND PENSION PLANS

Under the terms of the severance plans of the Company and its consolidated subsidiaries, employees of the Companies

with more than two years of service are generally entitled to lump-sum payments at the time of retirement.

The amount of the retirement benefit is, in general, based on the length of service, the accumulated points of individual

performance evaluations and the cause of retirement.

The Company and its domestic subsidiaries have non-contributory pension plans, which are defined benefit plans,

covering a portion of their severance plans.

In addition, the Company has contributory funded benefit pension plans, which are pursuant to the Japanese Welfare
Pension Insurance Law, and defined benefit plans. These plans cover a portion of the governmental welfare pension program,

under which both employers and employees contribute.
The overseas subsidiaries sponsor defined contribution plans.

The following is a reconciliation of benefit obligation 1o net liability recognized in the accompanying consolidated balance

sheets as of March 31, 2004 and 2003.

Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004

Benefit obligation ¥(33,064) ¥(34,507) $(312,990)
Fair value of plan assets 20,510 16,818 194,153
Funded status (12,554) (17,689) (118,837)
Net liabllity recognized in balance sheet (12,554) (17,689 (118,837)
Prepaid pensicn expenses 780 — 7,381
Accrued severance indemnities for employees ¥(13,334) ¥(17,689) $(126,218)

Components of net periodic benefit cost for the years ended March 31, 2004 and 2003 are summarized as follows:

Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004

Service cost ¥2,601 ¥ 2,474 $24,619
Interest cost 852 Q01 8,065
Expected return on plan assets 4) 4) (36)
Past service cost 593 (2,173) 5,616
Net actuarial loss (gain) (871) 4,479 (8,249)
Net periodic benefit cost ¥3,171 ¥ 5677 $30,015
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Service cost does not include employers’ contributions to the contributory funded benefit pension plan.
The benefit obligation was determined using a discount rate of 2.1% to 2.5% and 2.5% for the years ended March 31,

2004 and 2003, respectively. The expected long-term rates of return on the non-contributory pension plan assets and con-

tributory funded benefit pension plan assets ranged from 0% to 1.0% for the years ended March 31, 2004 and 2003.

Net periodic service cost is attributed based on years of service.

Certain subsidiaries’ benefit obligations were calculated using a simplified method, which is permitted to be applied by
the small size of companies, in conformity with the Financial Accounting Standard on “Accounting for Retirement Benefits”,

On Agril 1, 2002, the three consolidated subsidiaries merged and coordinated their provision for the retirement plan. The
effect of this change for the year ended March 31, 2003 was to increase past service cost by ¥106 million.

For the year ended March 31, 2003, the Company revised the age of pension payment eligibility in accordance with the
Welfare Pension Insurance Law, revised in March 2000. The effect of this change for the year ended March 31, 2003 was
1o decrease past service cost by ¥2,279 million.

Under the revised Japanese Welfare Pension Insurance Law, the Company recalculated the projected benefit obligation
relating to the government's social security pension program for the year ended March 31, 2004. Consequently, the project-
ed benefit obligation was increased. This increasing in the projected benefit obligation reflected on the past service cost.

As a result, the past service cost increased by ¥593 million ($5,616 thousand) for the year ended March 31, 2004.

In addition to the above net periodic benefit cost, the special retirement payments of ¥18,746 million ($177,450 thou-
sand) were incurred for covering the cost of special personnel reductions relating to the restructuring during 2004, and the
payments were recorded on the accompanying consolidated statement of income for the year ended March 31, 2004.

13. LEASE COMMITMENTS

(1) Rental, depreciation and interest expense relating to financing leases which do not transfer ownership of the leased
properties to the lessee during the terms of the leases as of March 31, 2004 and 2003 were as follows:
: Thousands of

Milions of Yen U.S. Dollars

2004 2003 2004
Rental expense ¥1,199 ¥1,991 $11,351
Depreciation expense 1,119 1,794 10,589
interest expense 78 160 735

Depreciation expense is computed by the straight-line method over the terms of the related leases. The interest expense
is computed by the interest method.
The aggregate future lease payments as of March 31, 2004 and 2003 were as follows:

Thousands of
Milions of Yen U.S. Dollars
2004 2003 2004
Due within one year ¥1,050 ¥1,549 $ 9,943
Due after one year 938 2,718 8,878

¥1,088 ¥4,267 $18,821

A summary of the leased properties under the above leases as of March 31, 2004 and 2003 were as follows:
Thousands of

Millions of Yen U.S. Dollars

2004 2003 2004
Furniture, fixtures and equipment ¥4310 ¥6,868 $ 40,804
Other 119 112 1,123
4,429 6,980 41,927
Less: Accumulated depreciation (2,507) (2,804) (23,729)

¥1,922 ¥4,176 $18,198

(2) Aggregate future lease payments under ordinary operating leases as of March 31, 2004 and 2003 were as follows:
Thousands of

Millions of Yen U.S. Doliars
2004 2003 2004
Due within one year ¥106 ¥36 $1,007
Due after one year 113 2 1,070
¥219 ¥38 $2,077
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14. CONTINGENT LIABILITIES

(1) The Company's subsidiary in Taiwan operates brokerage of automobile loans. The subsidiary guarantees to purchase
loans under certain conditions occur on them. The amounts were ¥225 million ($2,129 thousand) and ¥232 million as of
March 31, 2004 and 2003, respectively.

(2) As described in Note 2 (11), the Company has agreements with financial institutions on debt guarantees.

The contracted amount was ¥2,779 million ($26,303 thousand) as of March 31, 2004,

(3) As described in Note 2 (12), the Company provides guarantees on certain receivables owned by GC Co., Ltd. The esti-
mated loss is provided on the balance sheets as accruals for loss guarantees.

The aggregated amount of guarantess relating to the above transaction was ¥29,858 million ($282,643 thousand) as
of March 31, 2004.

15. SHAREHCLDERS’ EQUITY

Under the Commercial Code, at least 50% of the issue price of new shares, with a minimum of the par value thereof, is
required to be designated as common stock. The portion which is to be designated as common stock is determined by
resolution of the Board of Directors. Proceeds in excess of the amounts designated as common stock are credited to
additional paid-in capital.

The Commercial Code provided that an amount equal to at least 10% of cash dividends and cther appropriations of
retained earnings paid out with respect to each financial period is required to set aside until the total amount of additional
paid-in capital and legal reserve equals 25% of the amount of commmon stock. This reserve may be transferred to common
stock by a resclution of the Board of Directors or used to reduce a deficit with the approval of the shareholders' meeting
but is not available for dividend payments. \

16. OTHER OPERATING INCOME

As described in Note 2 (5), the collected amounts are included in “Other operating income” in the accompanying statements
of income in the year of recovery when the previously written-off balances of consumer loans and the related interest are
subsequently recovered and collected.

Collected amounts for the years ended March 31, 2004 and 2003 were as follows:
Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004
Collected amounts ¥5,384 ¥6,538 $50,970

17. FINANCIAL EXPENSES

Interest expense, which was included in “Financial expenses” in the accompanying consolidated statements of income, for
the years ended March 31, 2004 and 2003 were as follows:

Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004
Interest expense ¥20,096 ¥23,793 $190,230

18. GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses in the accompanying consolidated statements of income for the years ended March
31, 2004 and 20083 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004
Advertising expenses ¥ 15609 ¥ 22198 $ 147,753
Employees’ salaries and bonuses 30,883 37,963 292,340
Rent expenses 12,758 14,589 120,772
Other 68,898 70,759 652,201

¥128,148 ¥145509 $1,213,066
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19. INCOME TAXES

The Company and its domestic consolidated subsidiaries are subject to a number of different taxes based on income,
which in the aggregate indicate a normal effective statutory income tax rate of approximately 42% for each of the years
ended March 31, 2004 and 2003. Overseas consolidated subsidiaries are subject to income taxes of the countries in which
they operate.

Reconciliation of the statutory tax rate to the effective tax rate for the year ended March 31, 2004 were as follows:

Statutory tax rate 42.0%
Effect of excluding subsidiaries from consolidation 5.6
Loss on valuation of investments in subsidiaries deducted for income tax purposes (1.2)
Other 1.1

Effective tax rate 47 5%

For the year ended March 31, 2003, the difference between the statutory tax rate and the effective tax rate was immaterial.

On March 31, 20083, the law governing municipal tax was revised to impose enterprise taxes through “pro-forma stan-
dard taxation” from April 2004. According to this tax reform act, the tax rate of enterprise tax will decline starting in the fiscal
year beginning April 1, 2004. As a result of the declining of the enterprise tax rate, a normal effective tax rate will decline
and the deferred tax assets, which will recover income taxes after the fiscal year beginning April 1, 2004, have been reval-
ued based on this effective tax rate.

The effect of this change for the year ended March 31, 2003 was to decrease deferred tax assets by ¥256 million, and to
increase tax expenses by the same amount.

The major components of deferred tax assets and liabilities as of March 31, 2004 and 2003 are summarized as follows:

Thousands of

Millions of Yen U.S. Dollars
2004 - 2003 2004
Deferred tax assets due to:
Credit losses for receivables and consumer loans ¥16,183 ¥12,199 $153,195
Allowance for credit losses 17,813 16,983 168,618
Accrued enterprise taxes 1,537 2,846 14,547
Accrued severance indemnities for employees 4,694 6,498 44,430
Accrued income 3,480 3,307 32,943
Other 3,412 3,837 32,299
47,119 45,670 446,032
Deferred tax liabilities due to:
Net unrealized gains on securities (2,848) (395) (26,958)
Net deferred tax assets ¥44,271  ¥45275 $419,074
Net deferred tax assets as of March 31, 2004 and 2003 were included in the consolidated balance sheets as follows:
Thousands of
Milions of Yen U.S. Dollars
2004 2003 2004
Current assets:
Deferred tax assets ¥40,338 ¥37,702 $381,840
Investments and advances:
Deferred tax assets 3,933 7,573 37,234

¥44271  ¥45,275 $419,074

20. SEGMENT INFORMATION

The Companies’ operations by business segment for the years ended March 31, 2004 and 2003 are not disclosed since
the Companies’ business other than consumer financial business is immaterial.

The Companies’ operations by geographic segment for the years ended March 31, 2004 and 2003 are not disclosed
since the Companies’ business other than in Japan is immaterial.

Information about operating income overseas for the years ended March 31, 2004 and 2003 is not disclosed since the
Companies’ operating income overseas is immaterial.
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21. AMOUNT PER SHARE

The amounts cf basic and diluted net income per share for the years ended March 31, 2004 and 2003 were as follows:

Yen U.S. Dollars
2004 2003 2004
Net income per share—Basic ¥342.19 ¥483.62 $3.25

—Diluted — — —

The figure of diluted net income per share is not disclosed since there was no potential share of common stock that had
dilutive effect.

The amounts and numbers used for the basic net income per share computation were as follows:
Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004

Net income ¥41,576 ¥60,716 $393,567
Less: The amount not applicable to shareholders of common stock

Bonuses to directors and corporate auditors (84) (100) (797)
Net income applicable to shareholders of common stock ¥41,492 ¥60,616 $392,770

Shares
2004 2003

Weighted average number of shares of common stock 121,256,422 125,338,763

The following figures are potential shares of common stock that were excluded from the net income per share computa-
ticn because they had no dilutive effect.

Shares
2004 2003
Treasury stock held for stock option 351,000 351,000
Warrant for stock option 470,000 709,350

22, SUBSEQUENT EVENT

(1) At the general shareholders’ meeting of the Company held on June 23, 2004, the payment of cash dividends, ¥50.0
($0.47) per share, was approved, which amounted to ¥6,050 million ($57,269 thousand).

(2) On June 21, 2004, the Company's Beoard of Directors resolved that the Company would enter intc general agreement
with Sumitomo Mitsui Financial Group, Inc. and Sumitomo Mitsul Banking Corporation (“SMBC”) in terms of business
alliance in consumer finance business and capital alliance.

As to the details of business alliance, the Company will make a contract in near future.

In connection with the above capital alliance, the Company’s Board of Directors resolved to issue 8,900,000 shares
of common stocks at price ¥7,120 ($67.40) per share for net proceeding of ¥63,368 million ($599,849 thousand) to
SMBC. The net proceeding will be credited to common stock and additional paid in capital equally. The paid up date of
the issuances is set on July 13, 2004. The net proceedings are planned to use, approximately ¥10,000 million ($94,661
thousand) to incorporate joint-venture company, and approximately ¥5,000 million ($47,331 thousand) for investment in
facilities, then the remaining proceeding will be applied to future capital expenditures and other joint-venture, but the
Company has not yet determined in detail.

In addition to the above issuance, the Company’s Board of Directors resolved to sell 4,330,000 shares of treasury
stock to SMBC at price of ¥7,120 ($67.40) per share, and the total net proceeds from sales of treasury stocks are to
¥30,830 million ($ 291,836 thousand). The paid up date is also set on July 13, 2004,
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' >>Reper of Independent Audiors

To the Board of Directors and Shareholders of
Promise Co., Ltd.

We have audited the accompanying consolidated balance sheets of Promise Co., Ltd. and its consolidated subsidiaries as
of March 31, 2004 and 2003, and the related consolidated statements of income, shareholders’ equity, and cash flows for
the years then ended, all expressed in Japanese Yen. These consolidated financial statements are the responsibility of the
Company's management. Qur responsibility is to express an opinion on these consolidated financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepied in Japan. Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclo-
sures in the consolidated financial statements. An audit also includes assessing the accounting principles used and signifi-
cant estimates made by management, as well as evaluating the overall consolidated financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidat-
ed financial position of Promise Co., Ltd. and its consolidated subsidiaries as of March 31, 2004 and 2003, and the consol-
idated results of their operations and their cash flows for the years then ended in conformity with accounting principles
generally accepted in Japan (see Note 1).

The amounts express in U.S. dollars, which are provided solely for the convenience of the reader, have been translated on
the basis set forth in Note 3 to the accompanying consolidated financial statements.

Chacollogoma: Priseuntinbasse Lopers

ChuoAoyama PricewaternouseCoopers
Osaka, Japan
June 23, 2004

Annual Report 2004 51




f
} >>Nen=Conselidaiee Balance Sheets
| Promise Co., Lid.

March 31, 2004 and 2003

Thousands of

Millions of Yen U.S. Dollars
2004 2003 2004
ASSETS
Current assets:
Cash and cash equivalents ¥ 93,533 ¥ 93,292 $ 885,390
Time deposits 50 2,660 473
Consumer loans recelvable:
Principal 1,352,847 1,375,693 12,806,202
Accrued interest income 12,944 13,112 122,532
Less: Allowance for credit losses (108,300) (87,000) (1,025,180)
1,257,491 1,301,805 11,903,554
Prepaid expenses 2,622 2,065 24,820
Deferred tax assets 34,789 32,102 329,319
Other current assets 113,897 135,500 1,078,163
Total current assets 1,502,382 1,567,424 14,221,719
Investments and advances:
investments in securities 24,763 16,824 234,409
Investments in and advances to subsidiaries and affiliates 51,227 80,238 484,921
Investments in equity other than capital stock 737 1,038 6,978
Long-term prepaid expenses 1,010 847 9,559
Deferred tax assets 2,853 6,681 27,011
QOther investments and advances 7,358 8,794 69,641
Total investments and advances 87,948 94,422 832,519
Property and equipment, net 68,567 26,433 649,062
Fixed leasehold deposits 9,237 12,201 87,443
Total assets ¥1,668,134 ¥1,700,480 $15,790,743

Note: U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥105.64 to U.S.$1, the approximate exchange rate at March 31, 2004.
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Thousands of

Milions of Yen U.S. Dollars
2004 2003 2004
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Short-term borrowings — ¥ 1,000 $ —
Current portion of long-term debt 239,555 244,435 2,267,654
Accounts payable 32,312 4,757 305,866
Accrued income taxes 12,870 29,730 121,825
Accruals for debt guarantees 70 — 663
Accrued expenses 6,782 6,679 64,197
Other current liabilities 3,610 3,307 34,187
Total current liabilities 295,199 289,908 2,794,392
Long-term liabilities:
Long-term debt 732,077 794,477 6,929,922
Non-current accounts payable 560 965 5,301
Accrued severance indemnities 12,977 17,198 122,840
Accruals for loss guarantees 2,700 — 25,559
Other long-term liabilities 610 668 5,773
Total long-term liabilities 748,924 813,308 7,089,395
Commitments
Shareholders’ equity:
Common stock:
Authorized—300,000,000 shares
Issued—125,966,665 shares_at March 31, 2004 49,054 — 464,348
—125,966,665 shares at March 31, 2003 — 49,054 —
Capital surplus:
Additional paid-in capital 80,956 80,956 766,338
Net gain on sales of treasury stock 255 — 2,410
Retained earnings:
Legal reserve 12,263 12,263 116,087
Voluntary reserve 448,700 399,000 4,247,444
Unappropriated retained earnings 49,428 62,182 467,891
Net unrealized gain (loss) on securities 4,151 {397) 39,294
Less: Treasury stock—4,948,249 shares at March 31, 2004 (20,796) — (196,856)
—1,054,188 shares at March 31, 2003 — (5,794) —
Total shareholders’ equity 624,011 587,264 5,906,956
Total liabilities and shareholders’ equity ¥1,668,134 ¥1,700,480 $15,790,743
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>>Non=Conseolicates SEtaments ef lnecome

Promise Co., Lid.
For the years ended March 31, 2004 and 2003

|
|
|

Thousands of

Miflions of Yen U.S. Dollars
2004 2003 2004
Operating income:
Interest on consumer loans ¥314,682 ¥318,068 $2,978,810
Other operating income 7,486 8,488 70,868
Total operating income 322,168 326,556 3,049,678
Operating expenses:
Financial expenses 20,137 21,817 190,618
General and administrative expenses 104,041 109,857 984,861
Credit losses including provision for uncollectible loans 115,255 89,463 1,091,019
Total operating expenses 239,433 221,137 2,266,498
Operating profit 82,735 105,419 783,180
Other income (expenses):
Interest and dividend income on investments 1,335 629 12,636
Bond issue expenses 8) (34) (74)
Insurance monay received and insurance divided 238 267 2,251
Equity in earnings of Tokumei Kumiai 405 877 3,386
Net gain on sales of investments in securities 450 2 4,262
Loss on valuation of investments in securities — (507) —
Net loss on sales or disposal of property and equipment (1,777) (5633} (16,825)
Gain on sales of investments in subsidiaries 23,737 — 224,701
Loss on valuation of investments in subsidiaries (189) — (1,793)
Provision for loss guarantees (2,700) — (25,559)
Special retirement payments (18,7486) — (177,450)
Expense for relocation of offices (321) (100) (3,043)
Gain on sales of golf club membership - 36 —_
Impairment loss on deposits for golf club membership (48) (23) (450)
Other, net 13 (28) 121
Total other income, net 2,389 586 22,613
Income before income taxes 85,124 106,005 805,793
Income taxes:
Current 37,800 49,700 357,819
Deferred (1,995) {5,107) (18,881)
35,805 44,593 338,938
Net income ¥ 49,319 ¥ 61,412 $ 466,855
Yen U.8. Dollars
Amount per share:
Net income:
Basic ¥406.05 ¥488.87 $3.84
Diluted — — —
Cash dividends 100.00 100.00 0.95
Weighted average number of shares (Thousands);
Basic 121,278 125,455
Diluted — —

Note: U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥105.64 to U.S.$1, the approximate exchange rate at March 31, 2004,
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>>Nen-Conselideted of Shereholcers’ Equity

Promise Co., Ltd.
For the years ended March 31, 2004 and 2003

Millions of Yen

Capital surplus

Retained earnings

Net gain Net
Number of Additional  on sales Unappropriated  unrealized
shares of Common paid-in - of treasury Legal Voluntary retained gain (loss) Treasury
common stock stock capital stock reserve reserve eamings on securities stock
Balance at March 31,2002 125,966,665 ¥49,054 ¥80,956 ¥ —  ¥12,263 ¥350,800 ¥61,685 ¥1,062 ¥ (2,931)
Net income — — — — — — 61,412 — —
Cash dividends paid — — — — — — (12,561} — —
Bonuses to directors and
corporate auditors — — — — — — (154) — —
Transfer to voluntary reserve — — — — — 48,200  (48,200) — —
Decrease due to valuation
of securfties, net of tax — — — — — — — (1,459 —
Increase in treasury stock — — — — — — — — (2,863)
Balance at March 31,2003 125,966,665 ¥49,054 ¥80,956 ¥ —  ¥12,263 ¥399,000 ¥62,182 ¥ (397) ¥ (5794
Net income — —_ — — — — 49,319 — —
Cash dividends paid — — — — — —  (12,292) — —
Bonuses to directors and
corporate auditors - - - — — — (81) — —_
Gain on sales of
treasury stock — — — 255 - — — - —
Transfer to voluntary reserve — — — — — 49,700  (49,700) — —
Increase due to valuation
of securities, net of tax —_ —_ — — — — —_ 4,548 —
Increase In treasury stock — — — — — — — —  {15,002)
Balance at March 31, 2004 125,966,665 ¥49,054 ¥80,956 ¥255 ¥12,263 ¥448,700 ¥49,428 ¥4,151 ¥(20,796)
Thousands of U.S. Dollars
Capital surplus Retained earnings
Net gain Net
Additional  on sales Unappropriated  unrealized
Common paid-in - of treasury Legal Voluntary retained gain (loss) Treasury
stock capital stock reserve reserve earnings on securities stock
Balance at March 31, 2003 $464,348 $766,338 § — $116,087 $3,776,978 $588,613 $(3,754) $ (54,843
Net income — — — —_ — 466,855 — —
Cash dividends paid — — — — —  (116,350) — —
Bonuses to directors and
corporate auditors — — — — — (761) — —
Gain on sales of
treasury stock — — 2410 —_ — — — —_
Transfer to voluntary reserve — — — — 470,466 (470,466) — -
Increase due to valuation
of securities, net of tax — — — — — — 43,048 —
Increase in treasury stock — — —_ — — — — (142,013)
Balance at March 31, 2004 $464,348 $766,338 $2,410 $116,087 $4,247,444 $467,801 $39,294 $(196,856)

Note: U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥105.64 to U.S.$1, the approximate exchange rate at March 31, 2004.

Annual Report 2004 55




>>Consolickted Subsicieries and Equiy-Methed Alffliate Company

(As of March 31, 2004)

56

Domestic Subsidiaries

Plat Corporation
http://plat.biz

Address 1-2-4, Otemachi, Chiyoda-ku, Tokyo 100-0004
Paid-in Capital ¥2,400 million
Ownership 100%

Principal Business Consumer finance

Sun Life Co., Ltd.
http://www.sunlife-net.co.jp

Address 2-7-6, Kawaramachi, Takamatsu,
Kagawa 760-0052

Paid-in Capital ¥185 million

Ownership 100%

Principal Business Consumer finance

PAL Servicer Co., Ltd.

http://www palsve.co.jp

Address 4-2-4, Minami Semba, Chuo-ku, Osaka 542-0081
Paid-in Capital ¥500 million
Ownership 100%

Principal Business Debt collection

QOverseas Subsidiaries

PAL Life Co., Ltd.
http://www.kk-pal.co.jp

Address 1-2-4, Otemachi, Chiyoda-ku, Tokyo 100-0004
Paid-in Capital ¥3,000 million
Ownership 100%

Principal Business Credit obligation investigations, management of
leased real estate

Net Future Co., Ltd.

http://www.netfuture.co.jp

Address 1-2-4, Otemachi, Chiyoda-ku, Tokyo 100-0004

Paid-in Capital ¥300 million

Ownership 100%

Principal Business Telemarketing, maintenance and management of
ATMs

System Trinity Co., Ltd.*
http:/Avww . ste-Itd.co.jp

Address 1-2-4, Otemachi, Chiyoda-ku, Tokyo 100-0004

Paid-in Capital ¥90 million

Ownership 100%

Principal Business Computer system design, operation, and
management

* System Trinity changed its corporate name to STC Co., Ltd., on July 1, 2004.

Taiwan

Liang Jing Co., Ltd.

Address 2, Sec. 3, Minsheng E. Rd., Taipel
Paid-in Capital NT$290 million

Ownership 100%

Principal Business Automobile instaliment sales

Equity-Method Affiliate Company

China
PROMISE (HONG KONG) CO,, LTD.

http://www.promise.com.hk

Address 3rd Floor, Number 80 Building,

80 Gloucester Road, Wanchai, Hong Kong
Paid-in Capital HK$45 mittion ’
Ownership 100%

Principal Business Consumer finance

MOBIT CO., LTD.
http://www.mobit.ne.jp

Address 2-4-1, Nishi-Shinjuku, Shinjuku-ku, Tokyo 163-0810
Paid-in Capital ¥20,000 million
Ownership 45%

Principal Business Consumer finance

Promise Co., Ltd.




>>Camperets Dete/Shersheieer ane nvester Infermeiien

{As of March 31, 2004

Corporate Data

Head Office; 1-2-4, Otemachi, Chiyoda-ku, Fiscal Year: April 1 to March 31

Tokyo 100-0004, Japan Paid-in Capital: ¥49,054 million

Tel: +81-3-3287-1515 Number of Employees: 3,323

URL: http://cyber.promise.co.jp/ Auditor: ChuoAoyama PricewaterhouseCoopers
Date of Establishment: March 20, 1962 Listing: First Section of Tokyo Stock Exchange

Shareholder and Investor information

Common Stock: Authorized: 300,000,000 shares

Issued: 125,966,665 shares

8,210

The Sumitomo Trust and Banking Company, Limited

4-5-33, Kitahama, Chuo-ku, Osaka 541-0041, Japan

Number of Shareholders:
Transfer Agent:

Principal Shareholders: (Thousands / %)

Percent of Total

Name Shareholdings Shares Issued
Ryoichi Jinnai 12,500 9.92
Yumiko Jinnai 9,144 7.26
State Street Bank and Trust Company 6,199 4,92
Nippon Life Insurance Company 5,704 453
Shinsei Bank, Limited 5,682 4.51
Japan Trustee Services Bank, Ltd.

(Trust Account) 5,526 4.39
Tsuyako Jinnai 5,500 4.37
The Master Trust Bank of Japan, Ltd.

(Trust Account) 5,146 4.09
The Sumitomo Trust and Banking

Company, Limited 4,000 3.18
Citigroup Global Markets, Inc. 3,288 2.61
Total 62,693 49.77

Notes: 1.
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Please visit our IR website for detailed IR information,
such as Monthly Data, Business Performance, and
Financial Results {TANSHIN).

The Company holds 4,948 thousand shares of treasury stock, but, as these shares
have no voting rights, they are excluded from the holdings of principal shareholders.
Although Promise's name is listed in the registry of shareholders, there are an addi-
tional 13 thousand shares that Promise does not actually hold.

The shares held by The Sumitomo Trust and Banking Company, Limited, include
3,800 thousand shares (representing 2.86% of cutstanding shares) that have been
entrusted to Japan Trustee Services Bank, Ltd., in connection with an employee
retirement benefit trust.

. The corporate name of Salomon Smith Barney, Inc., was changed to Citigroup Global

Markets, Inc., on April 7, 2003.

. In accordance with “Disclosure of large shareholdings” under the Securities Exchange

Law, Promise received natification from Allance Capital Asset Management Group
that they held a total of 10,664 thousand shares in Promise as of August 31, 2003,
Promise also received notification from Schroders Investment Management Group that
they held a total of 6,883 thousand shares in Promise as of March 31, 2003, However,
at the end of the previous fiscal year, these two companies were not listed in the reg-
istry of sharehotders and Promise is unable to ascertain the number of shares held by
these companies. As a result, these two companies are not included in the list of
principal sharehalders.

Composition of Shareholders
(As of March 31, 2004)

[ cCommercial finance
institutions

[ Other companies

I Non-Japanese

companies
. Individuals and others

(Thousands)
2000/3 2001/3 2002/3 2003/3 2004/3

Number of Shares Outstanding
at Year-End 121,597 124,715 125,966 125,966 125,966
Commercial finance institutions 40,519 42,281 42,380 43,196 36,936
Percentage of total (%) 33.3 33.9 33.6 34.3 29.3
Other companies 6,836 6,366 4,851 4,897 6,347
Percentage of total (%) 5.6 5.1 3.9 3.9 5.0
Non-Jdapanese companies 25,992 28,278 40,171 39,298 45,071
Percentage of total (%) 21.4 22.7 31.8 31.2 35.8
Individuals and others 48,247 47,788 38,563 38,574 37,611
Percentage of total (%) 39.7 38.3 30.6 30.6 29.9
Number of Shargholders 7,396 4,660 9,108 9,422 6,210
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PROMISE CO., LTD.

1-2-4, Otemachi, Chiyoda-ku; Tokyo 100-0004, Japan

Tel: +81-3-3213-2545 (Corporate Communications Department)
URL: http://cyber.promise.co:jp/

E-mail: ir@promise.co.jp

Printed in Japan
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FILE NO. 82-4837

Consolidated Financial Results for the Fiscal Year Ended
March 31, 2004

The summary of this document (unaudited) has been translated from the
original Japanese document released on April 27, 2004 for reference only. In
the event of any discrepancy between this translated document and the
original Japanese document, the original document shall prevail.

Stock Listing: Tokyo Stock Exchange
Head Office: Tokyo

Company name: Promise Co., Ltd.
Stock Code: 8574 ‘
{(URL:.http://cyber.promise.co.jp/}

President and Representative Director: Hiroki Jinnai

Inquiries: Yoshiyuki Tateishi, Executive Officer, General Manager, Corporate Communications Dept.
TEL: 81-3-3287-1515 :

Application of U.S. GAAP: Not applicable

1. Consoclidated Financial Results for the Fiscal Year Ended March 2004 (Apr. 1, 2003 -- Mar. 31,
2004) ‘

(1) Consolidated Operating Results
(Note: In this report, amounts (consolidated) of less than one million are omitted.)

Operating income Operating profit Recurring profit
Millions of yen % Millions of yen % Millions of yen %
Year ended Mar.
31, 2004 390,980 -4.8 87,869 . -17.8 89,858 -16.8
Year ended Mar.
31, 2003 410,619 4.1 106,957 -6.6 108,030 -3.6
N Recurring
. ) . Recurring
. Net income | Diluted net income profit to
ROE fit to total .
Net income per share per share pargsetto ra?lt: operating
income ratio
Millions of yen % Yen Yen % Y %
Year ended Mar. .
31, 2004 41,576 -31.5 34218 -- 6.6 50 230
Year ended Mar. :
31 2003 60,716 -35 483.61 - 10.2 5.9 26.3
Notes:

1. Equity in net gain (loss) of affiliate: Year ended Mar. 31, 2004: ¥94 million

2. Average number of shares (consolidated): Year ended Mar. 31, 2004: 121,256,422
3. Change in accounting method: None
4. Percentages for operating income, operating profit, recurring profit, and net income represent percentage changes from the

same period of the previous year.

Year ended Mar. 31, 2003: -¥36 million
Year ended Mar. 31, 2003: 125,338,763




(2) Consolidated Financial Position

Total assets Shareholders’ equity Equity ratio Shareholders’ equity
per share

Millions of yen Millions of yen % Yen

Year ended

Mar. 31, 2004 1,718,721 636,667 37.0 5,260.21

Year ended

Mar. 31, 2003 1.855,352 618,109 33.3 4,952.12

Note:

Number of shares outstanding (consolidated): Year ended Mar. 31, 2004; 121,018,416  Year ended Mar. 31, 2003:

124,796,732

(3) Consolidated Cash Flows

. Net cash provided by . Cash and cash
Net cash provided by SO : Net cash used in :
. o {used in) investing ; N equivalents at end of | .
operating activities activities financing activities period
Millions of yen Millions of yen Millions of yen Millions of yen

Year ended :

Mar. 312004 93,967 28,956 -127,970 101,110

Year ended

Mar. 31, 2003 9,168 -818 -26,890 105,760

Note:

Increase in consumer loans receivable included in net cash provided by (used in) operating activities

Year ended Mar. 31, 2004: ¥29,572 million Year ended Mar. 31, 2003; -¥71,829 million.

(4) Scope of Consolidation and Application of Equity Method
Consclidated subsidiaries: 8
Non-consolidated subsidiaries accounted for by the equity method: -
Affiliates accounted for by the equity method: 1

(5) Changes in the Scope of Consolidation and Equity Method
Newly consolidated subsidiaries: 1
Subsidiaries excluded from consolidation: 3
Companies included in equity method accounting: -
Companies excluded from equity method accounting: -

2. Forecast for the Fiscal Year Ending March 31, 2005 (Apr. 1, 2004 -- Mar. 31, 2005)

Operating income

Recurring profit

Net income

Millions of yen

Millions of yen

Millions of yen

Six months

ending Sept. 30, 186,081 55,200 32,400
2004 .
Year ending

Mar. 31, 2005 369,317 103,800 60,000

Reference: Projected net income per share for the year ending Mar. 31, 2005: ¥494.25

Notes:

1. Projected net income per share for the fiscal year ending Mar. 31, 2005 is calculated based on projected average number of
shares of 121,234,521.
2. The above forecasts are based on information currently available to the Company at the time of the release of this report.

Actual results could differ materially from projections due to various factars.




Appendix

1 Company Profile

(1) The Promise Group consists of Promise Co., Ltd., eight consolidated subsidiaries, four
non-consolidated subsidiaries, and two affiliated companies (including one accounted for by
the equity method of consolidation). The Group'’s principal business activities and the
operations of each subsidiary and affiliated company are described below.

Financing Business

The financing business is the Promise Group’s principal business. It mainly involves the direct provision
of both unsecured and unguaranteed small-lot loans (i.e., the consumer financing business) to general
consumers based on simplified credit analysis.

The Promise Group is constructing a system that will enable it to provide comprehensive consumer
loan services to a broad range of customers. In Japan, Promise Co., Ltd., Plat Corporation
-(consolidated subsidiary), Sun Life Co., Ltd., (consolidated subsidiary), and MOBIT Co., Ltd.
(equity-method affiliate) operate consumer loan businesses.

Overseas, PROMISE (HONG KONG) CO., LTD. (consolidated subsidiary) operates a consumer loan
business in Hong Kong.

Promise and MOBIT also provide guarantees on loans made by financial institutions to individuals. PAL
Servicer Co., Ltd. {consolidated subsidiary) operates a debt factoring and collection business.

Other Businesses )
In addition to the aforementioned businesses, the Promise Group leverages the know-how cultivated in
its core consumer loan business to develop finance-related businesses both in Japan and overseas.

PAL Life Co., Ltd. (consolidated sUbsidiary) operates a real estate business, centered on PAL Building,
which collects rents for tenant-occupied buildings. PAL Life also provides a variety of services, including
travel arrangements and credit verification, to Group companies.

Net Future Co., Ltd. (consolidated subsidiary) provides telemarketing services to Group companies.
" System Trinity Co., Ltd. (consolidated subsidiary) provides computer system design, operation, and
management for Group companies.

Overseas, Liang Jing Co., Ltd. (consolidated subsidiary) operates an automobile installment sales
business in Taiwan.

Note: On February 1, 2004, PAL Corporation Ltd. changed its corporate name to PAL Life Co., Ltd.

The names and business descriptions of other affiliated companies are listed below.

[Domestic affiliated companies) [Business description}

All Japan Information Center Co., Ltd. Holding of securities

[Overseas affiliated companies] [Business description]

PROMISE (EUROPE) S.A. Management of golf courses

PAL Investment (Cayman) Co., L.td. Investment in China (NANJING SHENZHQU SEED

_ INDUSTRY CO.,LTD.)
NANJING SHENZHOU SEED INDUSTRY Production, processing, and sales of agricultural seeds
CO,, LTD. :
PROMISE (TAIWAN) Co., Ltd. Credit appraisal and analysis for loans and purchase of
) ' claimable assets

Notes:

1. GC Co., Ltd., accounted for as a consolidated subsidiary in fiscal 2003, and its wholly owned subsidiary, MITSUWAKAI Co.,
Ltd., were excluded from the scope of consolidation on August 6, 2003, when all shares in GC Co., Ltd. were acquired by
General Electric Capital Consumer Finance Co., Ltd. (currently GE Consumer Finance Co., Ltd.).

2. HARBIN SHENNONG M.V. FEED CO., LTD., accounted for as an affiliated company in fiscal 2003, was excluded from the



category of affiliated company on August 19, 2003, when PAL Investment (Cayman) Co., Ltd. sold its holdings in the company.
3. Yuukei Co., Ltd., accounted for as a consolidated subsidiary in fiscal 2003, was merged with Liang Jing Co., Ltd. on July 1,
2003, with Liang Jing Co., Ltd. as the continuing entity.



(2) Promise Group Organization

Customers

Financing Business

Other Businesses

(Domestic companies)

Promise Co., Ltd.
{the Company)

Plat Corporation
(consolidated subsidiary)

Sun Life, Co,, Ltd.
{consolidated subsidiary)

A

MOBIT Co., Ltd.
(equity-method affiliate)

PAL Servicer Co., Ltd.
(consolidated subsidiary)

Business support
< pp

PAL Life Co., Ltd.

n

Telemarketing

{consolidated subsidiary)

Net Future Co., Ltd.

System
development

(consolidated subsidiary)

System Trinity Co., Ltd.

< -

(Overseas companies)

PROMISE (HONG KONG)
CO., LTD.
(consolidated subsidiary)

PAL Investment
(Cayman) Co., Ltd.
(subsidiary)

(consolidated subsidiary)

All Japan Information
Center Co., Ltd.
(subsidiary)

Liang Jing Co., Ltd.
{consolidated subsidiary)

PROMISE (TAIWAN)
Co., Ltd. {subsidiary)

PROMISE (EUROPE)
S.A. (subsidiary)

| NANJING SHENZHOU

SEED INDUSTRY
CO,, LTD.
(affiliated company)

Customers




(3) Status of Consolidated Subsidiaries

) Principal % of Related information
Name Location Capital business \;:)tmg Directors Capital Business | Leased Notes
9 support dealings | facilities
) Debt ATM Business
- Kita-ku ¥2,400 Consumer 8
Plat Corporation ' o 100.00 guarantees | network office
Osaka million finance 8) and loans tie-up leasing
. Takamatsu, ATM Business
E{éﬂ Life Co., Kagawa ;‘J"Bsn Cg:::i?eer 100.00 (g) Loans network office
’ Prefecture tie-up leasing
PAL Servicer Chuo-ku, ¥500 . 3 Debt
Co., Ltd. Osaka million Debt collection | 100.00 ) guarantees - - L
Credit obligation Business
PAL Life Co., Chiyoda-ku, | ¥3,000 investigations, 7 :
Ltd. Tokyo million management of 100.00 (5) Loans - l office 2
. easing
leased real estate
Telemarketing, .
Net Future Chiyodarku, | ¥300 | Maintenance and| 10 00 | & | Dt | Business
Co., Ltd. Tokyo million management of (4) and loans leasing
ATMs
) Computer system .
System Trinity - | Chiyoda-ku, ¥90 design, 100.00 4 Loans ~ B%sfr'ﬂ;iss
Co., Ltd. Tokyo million operation, and ' (3) . leasin
management asing
PROMISE
HK$45,000 Consumer 4 Debt
(C%ONS'BONG) Hong Kong | 40 sand finance 100.00 {3) | guarantees - -
Liang Jing Co., Taipei, NT$290,000 Automobile 100.00 5 Debt ~ _
Ltd. Taiwan thousand instaliment sales ’ 4) guarantees
Notes:

1. PAL Servicer Co., Ltd., was consolidated from the fiscal year ended Mar. 31, 2004 due to its increased importance within the

Group.

2. PAL Life Co., Ltd.'s corporate name was changed from PAL Corporation Ltd. At the same time, the location of that company’s
headquarters was also changed. .
3. The figure in parentheses under directors represents the number of directors serving in concurrent positions.

(4) Status of Equity-Method Affiliate

Princinal % of Related information
Name Address Capital rincipa voting - - Notes
business rights | Directors Capital Business | Leased
support dealings | facilities
Shinjuku-ku,| ¥20,000 Consumer 4 ATM
MOBIT Co., Ltd. T ' o 45.00 - network -
okyo million finance 2) i
ie-up
‘Note:

The figure in parentheses under directors represents the number of directors serving in concurrent positions, -




2 Management Policies, Business Results, and Financial Condition

(1) Management Policies

1) Basic Management Policies

To earn the support of a wide customer base and attain sustainable growth, the Promise Group is
making its utmost efforts to realize the Promise Vision. Promise Vision is a paradigm for the Company
to specialize in the business domain of consumer financing and focus on businesses that evolve in
tandem with customer needs and the times. The Promise Vision is also a roadmap for evolution from
customer relationships based on berrowing and lending to relationships driven by utility and advice. By
taking these steps, Promise aims to evolve into a personal main bank that can provide financial support
and advice to customers on a one-to-one basis.

Despite increasingly fierce inter-industry competition, the Promise Group is striving to generate
earnings and strengthen its business foundation by creating a high-quality loan portfolio and offering
highly personalized lending services to an even broader customer base. Looking ahead, the Group
aims to promote more-efficient use and greater sharing of its corporate resources and assets as well as
strives to raise efficiency in accordance with circumstances. By taking these measures, the Group aims
to improve return on assets (ROA), which it regards as the most important management indicator.

2) Dividend Policy ‘

The Promise Group considers returning a portion of profits to shareholders to be an issue of the hughest
priority. Looking ahead, the Promise Group intends further enhance retained earnings and bolster its
financial condition. On the other hand, the Group will work to improve earnings by drawing on a solid
business foundation formed by high-quality assets, and will return profits in accordance with
shareholder expectations. In view of the market environment, the Company’s policy regarding the use
of retained earnings will be to curtail capital investment compared with the period of rapid expansion
and to allocate retained earnings for investments in information technology (IT) and for investments to
raise efficiency.

3) Medium- and Long-term Business Strategy

The long-term slump in the Japanese economy and worsening of the employment and wage
environments has made the issue of loans becoming nonperforming a major point of concern for the
consumer finance industry, the core business of the Promise Group. Under these circumstances, the
Promise Group is striving to secure a stable earnings base, achieve profits in accordance with
stakeholder expectations, and attain further growth of the entire Group. To achieve these objectives,
the Group is attaching top priority to minimizing nonperforming loans and increasing customer
retention.

As part of these efforts, Promise is adopting three specific strategies.

[1] Improve the capabilities of the Promise Group, mainly in consumer finance services, by restructuring
various Group companies according to function;

[2] Cultivate new markets while responding to the diverse funding needs of the Group’s broad customer
base by offering a full line of interest rate options in the consumer finance market; and

[3] Increase efficiency and promote the shared use of Group corporate resources, including personnel,
business channels, credit analysis/loan management capabilities, fund procurement functions, and
systems infrastructure.

The Promise Group’s strategy of offering a “full lineup of interest rate products” allows the Group to
provide services best suited to customer needs. Specifically, Promise, the parent company, offers
products with interest rates ranging from 17.8% to 25.55%, while Mobit provides loans with interest
rates at 15% and 18% and Plat and Sun Life charge rates up to 29.2%.

Also, Promise is implementing a strategy to “promote the sharing of the Group’s management
resources.” As typified by the joint use of automated contract machines and ATMs by Promise and Plat,
Promise is progressing with the creation of a new business model that “raises efficiency through the
sharing of resources,” as it strives to achieve low-cost operations and sharpen its competitiveness.

Promise strives to provide services based on the concept that “Promise is number one in the minds of
consumers.” Accordingly, Promise works to continually upgrade its three essential contact points with



customers --- products, networks, and communication. Products are designed to accurately meet
customer needs using know-how cultivated over many years. Networks are used to provide customers
with easy and close access, including through tie-ups with financial institutions. Communication is
carried out using a leading-edge IT infrastructure to create relationships of mutual trust with customers.

Promise continues to press ahead with restructuring commenced in the previous fiscal year with the
objectives of strengthening its financial, systems, and personnel foundations. By taking these steps,
Promise is building a firm business foundation for providing services based on the concept that
“Promise is number one in the minds of customers.”

4) Basic Stance on Corporate Governance and Status of Policy Execution

The Promise Group strives for a relationship of coexistence and coprosperity with society as a trusted
corporate citizen. Accordingly, the Group believes that stringent compliance is paramount for
establishing a sound and highly transparent system of corporate governance and for preventing
management risk. The Group continually works to strengthen and reinforce such a system.

Promise introduced an Executive Officer System in June 2002. The Board of Directors is small,
consisting of seven members, who are responsible for deliberating strateg|es to respond to urgent
business issues and for making prompt business decisions.

Promise augments this with an auditing system that consists of four auditors (two inside auditors and
two outside auditors). To determine the effectiveness and actual execution of internal controls, the
Inspection Department undertakes scheduled internal inspections of all other departments. Additionally,
with the cooperation of corporate auditors, the Inspection Department works closely with the internal
auditing departments of each Group company to improve internal controls for the entire Group.
Moreover, Promise and its outside auditors have no business or other conflicts of interest.

Mainly through the Compliance Department, which was set up in October 2001, Promise is working to
instill the importance of compliance in employees through the formulation of a Code of Ethics and
through internal education and on-the-job training. To bolster this structure, since 2003 personnel have
been encouraged to take and pass the compliance officer test (consumer finance course) offered by
Kinzai Institute for Financial Affairs. As of June 2003, 1,171 employees have passed this test. By
adopting such measures, Promise is worklng to firmly establish compliance as part of its corporate
culture.

From the perspective of raising management transparency and improving disclosure to shareholders,
Promise undertakes dynamic investor relations activities both in Japan and overseas. By carrying out
proactive disclosure targeted at investors, the mass media, and industry watchers, Promise strives to
promote a greater understanding of its corporate activities.

5) Other Important Management Issues

{1] Voluntary retirement program
As part of structural reforms commenced in fiscal 2003, Promise lmplemented a voluntary
retirement program aimed at achieving an optimally structured human resources portfolio by
correcting the Company’s employee age composition. Under this program, 734 employees chose
voluntary retirement, with an effective retirement date of March 31, 2004.

We believe these measures will enable Promise to irhprove its corporate structure, which is an aim
of its structural reforms, and will also allow the Company to strengthen its ability to respond
appropriately to changes in the environment and bolster its competitiveness.

[2] Sale of sales finance business '
In August 2003, Promise sold its entire stake in the wholly owned sales finance company GC Co.,
Ltd. to General Electric Capital Commercial Finance Co., Ltd. (currently GE Consumer Finance Co.,
Lid.).

This sale was in line with the Promise Vision and was aimed at improving business efficiency and
increasing earnings power by achieving greater concentration of corporate resources in the
consumer finance business.



{2} Business Results and Financial Condition

1) Overview of Fiscal 2004

Despite a protracted period of pessimistic sentiment resulting from uncertainties regarding the direction
of the economy due to such factors as long-term defiation and a slowdown of the U.S. economy, during
the fiscal year the scope of the mild recovery in the Japanese economy continued to
widen—underpinned by robust capital investment and brisk exports—as the rebound spread from
manufacturing to non-manufacturing industries and from large companies to small- and medium-sized
enterprises. In addition, despite continued harsh conditions, the employment and wage environment
has recently shown a partial pickup, while regular household spending is also exhibiting signs of
brightness that include an increase in personal consumption.

However, the consumer finance industry inevitably recorded large loan losses due to the effects of
personal bankruptcies and legal settlements for debt problems against a background of a long-term
slump in the employment and wage environments. Moreover, the size of market grew only slightly
because of activities to reduce lending levels.

Amid this business environment, respective Promise Group consumer finance companies worked to
minimize nonperforming loans and enhance customer retention. Accordingly, management has
introduced new policies, strengthened its credit asset management, and taken a vigorous approach to
trimming costs.

Results for fiscal 2004 by business are provided as follows.

[1] Financing Business
In the Promise Group’s mainstay consumer finance business, the balance of loans outstanding fell
slightly, owing to a review of lending standards to prevent nonperforming loans accompanying a
deterioration in the employment and wage environments and the sale of GC Co., Ltd. As a result, in
fiscal 2004, the consumer financing business posted financial revenues of ¥377,962 million, down
¥17,728 million, or 4.5%, from the previous fiscal year.

The principal policies undertaken in fiscal 2004 are outlined below.

(Strengthening Sales Structure)

In April 2003, Promise moved to flatten its organizational structure by abolishing its division system,
excluding the Marketing Division. At the same time, Promise clearly separated the Planning and
Development Division from the Policy Implementation Division to strengthen its planning, development,
and policy promotion capabilities. Additionally, with the primary aim of fortifying the coordination
between headquarters functions and front-line sales, Promise abolished its Eastern and Western Area
Marketing Divisions and introduced a system.consisting of seven geographic blocs. Each bloc has its
own ST Center (a department for centralized processing for automated contract machines) and
Customer Relation Center to provide closer interaction with customers and strengthen customer
counseling functions.

In July 2003, Promise introduced Chosoku loan processing machines with the aim of acquiring new
customers. As of the end of March 2004, 123 Chosoku machines had been installed. Chosoku are
compact, low-cost terminals that require only 5--10 minutes to process new applications, conduct
provisional credit analyses, and issue temporary cards. These features allow Chosoku to be installed in
locations where we were previously unable to open branches because of space limitations. While
utilizing the advantages of Chosoku, Promise also reviewed its existing channels, inciuding branches,
from the perspective of customer traffic. As a result, Promise altered the format of some branches and
closed/consolidated others, thus improving marketing capabilities and reducing operating costs.

Promise will continue emphasizing an optimal balance between operational efficiency and service
quality. Concurrently, while considering market conditions and regional characteristics, Promise will at
any given time, consolidate or decentralize operations that have achieved balance to both reduce
operating costs and improve profitability.



(Improving quality of loan portfolio and strengthening loan management system)

Besides its existing methods of loan management based on computer automated scoring systems,
Promise uses the so-called “navigation system” that enables detailed responses to the needs of
individual customers. This system is aimed at discouraging customers from taking on too much debt
while strengthening lending functions.

Promise also strives to flexibly assess its loan management system in terms of efficiency and
effectiveness, with the aim of building a stronger overall system. In April 2003, Legal Centers were
established in each marketing bloc to consolidate previously scattered legal functions. By taking this
measure, the Company has strengthened its ability to respond to petitions for personal bankruptcy and
court-mandated debt adjustments. Moreover, from October 2003, loan management
operations---previously concentrated within departments in each geographic bloc---were dispersed
among sales branches.

This move is aimed at integrating our processes—from new lending to collecting---thereby increasing
points of contact with customers and raising the effectiveness of customer communications. This, in
turn, will allow Promise to build a structure capable of more effectively utilizing the “navigation system.”

In addition, Promise has introduced its know-how in loan management methods at Plat and Sun Life
and is continually reassessing its loan management structure with the aims of bolstering its lending
functions and improving the quality of the Group’s loan portfolio.

With an eye to the future, Promise will proceed with its navigator-type operating structure, centered on
its navigation system, while concentrating on enhancing loan management methods and raising loan
portfolio quality for the entire Group.

(Providing greater customer convenience)

Promise’s main aim is to acquire new customers and increase the satisfaction of existing ones. As such,
the Company will use IT and business alliances to provide services based on the concept that “Promlse
is number one in the minds of customers.”

Regarding its service network, Promise is establishing alliances with financial institutions and
convenience stores to create an environment that makes lending and repayment easy and that places
no constraints on time or place. As a result of these efforts, Promise has built the industry’s largest
CD/ATM network, with a total of 113,168 locations (98,554 CDs/ATMs, 14,614 convenience stores) in
its deposit/withdrawal channel, consisting of those it operates independently and those of its 429
alliance partners, at the end of March 2004,

Promise is also vigorously introducing new services as it strives to further raise customer convenience.
As part of these efforts, Promise launched Internet Repayment Service in February 2004. Targeted at
customers who use Internet-based banking of financial institutions, the new service introduced by
Promise allows customers to immediately carry out repayment procedures using the Company’s own
website.

In products, Promise is focusing on the matter of cards issued jointly with a broad array of companies in
addition to offering its existing product line up, thereby addressing a wide range of customer needs.
Such cards include a fan club 1D that includes a cash-on-credit capability issued from April 2003
through a tie-up with New Japan Prowrestling Co., Ltd. In August 2003, Promise teamed with
Matsumoto Household Movers Co., Lid., as well as real estate companies, to provide specific-purpose
loans, such as those to cover moving expenses, rent, and security deposits. Through this alliance
strategy, Promise can better respond to customers’ funding needs.

{Acquiring new profit bases)

Promise teamed up with The Kita-Nippon Bank, Ltd. in April 2003 and the Hokuetsu Bank, Ltd. in June
2003 to cooperate for loan guarantees for unsecured loans to individuals. These tie-ups are aimed at
securing a new profit base by drawing fully on Promise’s lending know-how cultivated over many years
in the consumer finance industry. The resulting balance of loan guarantees is brisk, totaling ¥2,778
million at both banks at the end of March 2004. With a view toward effectively deploying its
management resources, Promise is making available all its ATMs throughout the country. At the end of
March 2004, Promise’s ATMs were available for use by 20 companies, including one bank-affiliated



credit card company, six installment sales finance companies, and 13 consumer finance companies
(includes three Group companies). In the future as well, Promise will continue to concentrate on the
consumer finance industry as it uses its related know-how while securing new profit bases and
expanding the earnings power of its businesses in the financial field as well as in peripheral domains.

[2] Other Businesses
In Other Businesses, Promise has progressed with the reorganization of functions of the entire
Group. This includes the consolidation of operations involving the design, execution, and
management of signage and branches into related departments of Promise Co., Ltd., which had
been the responsibility of PAL Life Co., Ltd. (corporate name changed from PAL Corporation Ltd. in
February 2004). In addition, with the aim of securing new earnings bases, Net Future Co., Ltd.
began offering its telemarketing services on an outsourcing basis as did PAL Life with its research
business. However, because of the effects of the prolonged slump in the Japanese economy
environment and the implementation of cost-cutting measures within the Promise Group, all
companies, with the exception of System Trinity Co., Ltd. and Net Future, recorded decreases in
revenue accompanying a decrease in order volume. As a result, other operating revenue for the
fiscal year declined ¥1,902 million, or 12.8%, from the previous period, to ¥13,018 million.

To create a more-efficient business structure, on July 1, 2003, the operations of wholily owned
subsidiaries Liang Jing Co., Ltd. and Yuukei Co., Ltd., both operating as automobile instaliment
sales companies in Taiwan, were merged, with Liang Jing Co., Ltd. as the continuing entity.

Due to the previously mentioned activities, consolidated operating income in fiscal 2004 declined
¥19,638 million, or 4.8%, to ¥390,980 million. This decrease reflected a slight decline in the balance
of loans in the core consumer finance business. At the profit level, recurring profit decreased
¥18,171 million, or 16.8%, from the previous fiscal year, to ¥89,858 million. This decline is
attributable to increased credit costs amid a rise in personal bankruptcy petitions. Net income
shrank ¥19,140 million, or 31.5%, to ¥41,576 million. This decrease was due to necessary
consolidated accounting adjustments along with the sale of all shares in GC Co., Ltd. as well as to
the booking of extraordinary losses accompanying the implementation of a voluntary retirement
program.

2) Financial Position
Assets, liabilities, and shareholders’ equity at the end of the fiscal 2004 are shown below.

Total assets ¥1,718,721 million (down 7.4% from March 31, 2003)

Shareholders’ equity ¥636,667 million (up 3.0% from March 31, 2003)
Shareholders equity ratio 37.0% (up 3.7percentage points from March 31, 2003)

Total assets at the end of fiscal 2004 declined ¥136,631 million from the end of the previous fiscal year.
This decline was because of the previously mentioned ¥85,469 million decrease in the balance of loans
outstanding, mainly in the core unsecured loan business; the reserve for loan losses increased ¥18,842
million because of stricter loan assessments associated with deterioration in loan quality, and Notes
and accounts receivable decreased ¥53,557 million along with the sale of GC Co., Ltd.

Total liabilities fell ¥155,188 million, due to such factors as a ¥132,126 million decline in borrowing and
a ¥17,000 million decline in corporate bonds outstanding. Shareholders’ equity expanded ¥18,557
million, owing to the net effect of a ¥28,812 million rise in retained earnings and a ¥14,224 million rise in
treasury stock, which is a deductible item.

Consolidated cash flows for fiscal 2004 are shown as follows. .
As the end of fiscal 2004, cash and cash equivalents {(hereinafter, “cash”) declined ¥5,138 million, or
4.4% from the end of the previous fiscal year, to ¥101,110 million. This reflected net cash provided by
operating activities of ¥93,967 million, net cash provided by investing activities of ¥28,956 million, and
net cash used in financing activities of ¥127,970 million.

{Net cash provided by operating activities)

Net cash provided by operating activities amounted to ¥93,967 million, up ¥84,799 million from the
previous fiscal year. This increase was due to the recording of a cash inflow of ¥298,572 million due to a
decline in the balance of loans, mainly in the Promise Group’s core consumer finance business, while



Promise recorded an outflow of ¥71,829 million in consumer loans receivable the previous fiscal year.

(Net cash provided by investing activities)

Net cash provided by investing activities improved ¥29,774 million from the previous fiscal year to
¥28,956 million. This was due mainly to ¥25,247 million in inflows from of the sale of Company’s entire
holdings of the consoclidated subsidiary, GC Co., Ltd., and the repayment of ¥41,800 million in loans to
GC Co., Ltd., which was removed from the consolidated accounts. On other hand, payment for the
purchase of property and equipment resulted in an outflow of ¥42,490 million.

(Net cash used in financing activities)

Net cash used in financing activities amounted to ¥127,970 million, an increase of ¥101,080 million
from the previous fiscal year. This was due primarily to the use of ¥122,924 million in cash provided by
operating activities and cash provided by investing activities of ¥332,881 million for the repayment of
loans, ¥32,000 million for redemption of corporate bonds, and ¥15,417 million for an increase in
treasury stock.

3) Outlook for Fiscal Year ending March 31, 2005 .

The recovery in the Japanese economy, albeit mild, has gained strength, thanks to such factors as
growth in exports, increased capital investment, and improved corporate earnings against a
background of a rebound in the U.S. economy and robust demand in China. Along with this recovery,
signs of brightness finally appear to be emerging in household expenditures, reflecting slight
improvements in the still-harsh employment and wage environments and increases in consumer
spending. .

However, in the consumer finance industry, although the uptrend in personal bankruptcies has very
recently appeared to be slowing, these bankruptcies remain at a high level. Thus, difficult conditions
are expected to persist.

Even amid this environment, the Promise Group will continue to place high priority on minimizing
nonperforming loans and improving customer retention to secure a stable earnings base and achieve
corporate growth.

Therefore, the Promise Group continues to focus on improving loan quality and is implementing its
strategy of offering a full line of interest rate opticns that meet the funding needs of a diverse customer
base. Through these measures, the Group intends to diversify its risk exposure while increasing its loan
balance. Concurrently, the Group is working to raise its earning power by promoting the sharing of
‘management resources and striving to build a more diverse and more stable funding base and raising
the Group’s management efficiency.

In other activities, Promise is progressing with efforts to prune costs, which includes promoting higher
efficiency through its media mix for advertising. Also, Promise is working to establish a new business
model that utilizes e-commerce, mainly via the Net Business Development Department, set up in March
2004.

Also, Promise will continue to make investments to upgrade services that enhance customer
convenience, which includes the establishment of a quick-response structure for IC card systems.

For the fiscal year ending March 31, 2005, the Promise is forecasting operating income of ¥369,317
million, down 5.5% from the previous fiscal year. Recurring profit is expected to increase 15.5% to
¥103,800 million, while net income is forecast to increase 44.3% to ¥60,000 million.

Note:
Figures in the section “Management Policies, Business Results, and Financial Condition” do not include
consumption tax. :

The above forecasts are based on forecasts based on information currently available to the Company at the time of
the release of this report. Actual resuits could differ materially from projections due to various factors. Such factors
include the following.

[1] Interest rates on Ie‘nding by the various companies in the Promise Group are regulated by the
Capital Subscription Law, with the legal maximum annual interest rate limited to 29.2%. However, a



lowering of this maximum rate could have an effect on Promise’s business results.

[2] The operations of respective companies in the Promise Group are subject to various regulations
under the Money Lending Control Law. Future revisions to this law or penaities imposed on Promise
for violation of laws and ordinances could have an effect on Promise’s business results.

[3] A portion of interest on lending by respective companies in the Promise Group exceeds the
maximum rate under the Interest Restriction Law (20% for principal of less that ¥100,000, 18% for
principal from ¥100,000 to less than ¥1,000,000, and 15% for principal of ¥1,000,000 or more).
There is a possibility that Promise could be requested to return the portions that exceed the
maximum interest rate. '



3 Consolidated Financial Statements

(1) Consolidated Balance Sheets

FY 2003 FY 2004 Cch
(Mar. 31, 2003) (Mar. 31, 2004) ange
Classification Amount Amount A t
moun
(Millons of yen) | Tl miions of yen) |7 ©F 101 nitions of yen)
(Assets)
| Current assets
1 Cash and deposits 63,848 52,233 11,614
2 Notes and accounts
receivable 60,997 7,439 -53,557
3 Consumer loans
receivable 1,614,523 1,529,054 -85,469
4 Short-term loans 49,7261 . 48,994 =731
5 Deferred tax assets 37,702 40,337 2,635
6 Other 25,258 ’ 28,895 3,636
Reserve forloan - : )
losses -114,550 -133,392 -18,842
Total current assets 1,737,505 93.6 1,573,562 91.6 -163,943
Il Fixed assets
1 Property and equipment
(1) Buildings and :
© structures 30,038 31,355
Accumulated
depreciation 13,859 16,178 14,233 17,132 953
(2) Furniture, fixtures
and equipment 37,770 30,660
Accumulated ‘
depreciation 27,985 9,784 20,217 10,442 657
(3)Land 13,044 52,061 39,016
Total property and
equipment 39,008 21 79,636 4.6 40,628
2 intangible fixed assets
(1) Excess investment
cost over net assets
of consolidated
subsidiaries
. acquired 5,775 5,649 -125
(2) Other 10,375 6,114 -4,261
Total intangible
fixed assets 16,150 0.9 v 11,763 0.7 -4,386
3 Investments and -
advances
(1) Investments in .
securities 28,589 34,742 6,153
(2) Deferred tax assets 7,573 3,933 -3,640
(3) Other 26,525 15,081 -11,443
Total investments
and advances 62,687 3.4 53,758 31 -8,929
Total fixed assets 117,846 6.4 145,158 84 27,311
Total assets 1,855,352 100.0 1,718,721 100.0 -136,631




FY 2003 FY 2004 Chan
3 (Mar. 31, 2003) (Mar. 31, 2004) ange
Classification Amount Amount Amount
‘ 0 un
(Millons of yen) | 2 Ot nsinions of yen) |70 ©F B! nitiions of yen)
(Liabilities)
| Current liabilities
1 Trade 1,733 189 -1,543
2 Short-term borrowings 24,394 15,423 -8,971
3 Current portion of
long-term debt 246,754 196,998 -49,756
4 Bonds scheduled for
redemption within one
year 32,000 50,000 18,000
5 Accrued income taxes 31,809 15,739 -16,069
6 Reserve for bonuses 4,640 3,678 -962
7 Provision for loss on
guarantees -- 70 70
8 Other 24,985 41,126 16,141
Total current liabilities 366,318 19.8 323,226 18.8 -43,092
il Long-term liabilities ‘
1 Corporate bonds 290,000 255,000 -35,000
2 Long-term debt 558,041 484,642 -73,398
3 Accrued severance
indemnities 17,688 13,333 -4,355
4 Allowance for
retirement benefits for
directors and auditors 422 361 -60
5 Allowance for indemnity
losses - 2,700 2,700
6 Other 4,772 2,789 -1,982
Total long-term ‘
liabilities 870,924 46.9 758,827 442 -112,096
Total liabilities 1,237,242 66.7 1,082,054 63.0 -155,188
(Minority interest held by
other companies in
consolidated subsidiaries and
affiliate)
Minority interest held by
other companies in
owned consolidated
subsidiaries and affiliate - -- -- -- --
(Shareholders’ equity)
| Common stock 49,053 2.6 49,053 29 --
Il Additional paid-in capital 92,287 5.0 92,287 54 -
Il Retained earnings 483,972 261 512,784 29.8 28,812
IV Net unrealized gain (loss) )
on securities -403 -0.0 4,150 0.2 4,554
V Foreign currency
translation adjustments -228 -0.0 -813 -0.1 -585
Vi Treasury stock -6,571 -04 -20,795 -1.2 -14,224
Total shareholders’
equity 618,109 33.3 636,667 37.0 18,557
Total liabilities, }
" minority interest, and :
shareholders’ equity 1,855,352 100.0 1,718,721 100.0 -136,631




(2) Consolidated Statements of iIncome

FY 2003 FY 2004 Change
(Apr. 1, 2002 -- Mar. 31, 2003) | (Apr. 1, 2003 -- Mar. 31, 2004) 9
Classification
Amount % of Amount % of (l\lj\irHTi\oorL:gtof
(Millions of yen) total {Millions of yen) total ven)
| Operating income
1 Interest on consumer loans 381,125 368,662
2 Other financial revenues 2,307 40
3 Sales 9,868 8,199
4 Other operating income 17,316 14,077
Total operating income 410,619| 100.0 390,980 100.0 -19,638
I} Operating expenses
1 Financial expenses 24,802 21,398
2 Cost of sales 8,539 7,151
3 Other operating expenses
(1) Advertising expenses 22,198 15,608
(2) Provision for uncoliectible
loans 114,732 136,525
(3) Credit losses 10,077 9,887
(4) Employees’ salaries and
bonuses 33,364 30,882
(5) Provision for bonuses 4508 3,806
(6) Allc_Jwance for employee
retirement benefits 5,668 3,160
(7) Allowance for retirement
accounts for directors and
auditors 89 85
(8) Employee welfare expenses| 4,074 4169
(9) Rent expenses 14,589 12,758
(10) Depreciation 8,714 6,768
(11) Fee expenses 17,017 17,713
(12) Communications expenses 6,055 4,893
(13) Amortization of difference
between cost of investment
and equity in net assets of
consolidated subsidiaries 709 854
(14) Other 28,430 270,319 27,447 274,560
Total operating expenses 303,661 74.0 303,111 775 -549
Operating profit 106,957 26.0 87,869 22.5 -19,088 |-
ill Non-operating revenues
1 Interest and dividend income on
investments 786 1,559
2 Insurance money received and
insurance dividends 269 242
3 Equity in earnings of Tokumei
Kumiai 973 691
4 Equity in net gain of affiliated
companies - 94
5 Other 429 2,458 0.6 428 3,016 0.8 557




FY 2003 FY 2004 Chan
(Apr. 1, 2002 -- Mar. 31, 2003) (Apr. 1, 2003 -- Mar. 31, 2004) ge .
Classification
Amount % of . Amount % of total (Nmmortlmtof
(Millions of yen) total (Millions of yen) ° ygn)s
IV Non-operating expenses
1 Interest expense 329 192
2 Expense for relocation of
offices . 624 346
3 Equity in net loss of
affiliated companies 36 -
4 Other 395 1,386 0.3 488 1,027 0.3 -359
Recurring profit 108,030 26.3 89,858 23.0 -18,171
V Extraordinary income
1 Net gain on sale of stock in
affiliated companies - 12,868
2 Net gain on sales of
investments in securities 5 503
3 Gain on sales of golf club
membership 36 -
4 Other 0 42 0.0 1 13,373 34 13,331
Vi Extraordinary losses '
1 Net loss on sales or
disposal of property and
equipment 1,374 1,862
2 Net loss on sales of
investments in securities 10 61
3 Loss on valuation of
investments in securities 511 --
4 Impairment loss on
deposits for golf club
membership ' 42 66
5 Loss on lease
cancellations 300 -
6 Allowance for indemnity
losses - 2,700
7 Additional retirement
benefits - 18,745
8 Other 26 2,266 0.5 657 24,094 6.2 21,827
Income before income
taxes 105,805 25.8 79,138 20.2 -26,667
Income taxes (current) 53,211 4_1 ,283
Income taxes (deferred) -8,122 45,089 11.0 -3,722 37,561 9.6 -7,527
Net income 60,716 14.8 41,576 106 -19,140




(3) Consolidated Statement of Retained Earnings

Classification

FY 2003

(Apr. 1, 2002 -- Mar. 31, 2003)

FY 2004

(Apr. 1, 2003 -- Mar. 31, 2004)

Amount

(Millions of yen)

Amount
(Millions of yen)-

(Additional paid-in capital)

I Additional paid-in capital at
beginning of period

Il Additional paid-in capital at fiscal
year-end

(Retained earnings)

| Retained éarnings at beginning
of period

Il Increase in retained earnings
Net income
Il Decrease in retained earnings

1 Cash dividends

2 Bonuses to directors and corporate
auditors

3 Loss from differentials of treasury
stock

4 Decline in retained earnings
due to inclusion of newly
consolidated subsidiaries

IV Retained earnings at fiscal
year- end

92,287 92,287
92,287 92,287
436,003 483,972
60,716 41,576
12,549 12,291
197 100
- 33
- 12,747 338 12,764
483,972 512,784




(4) Consoclidated Statements of Cash Flows

Classification

FY 2003 FY 2004
(Apr. 1, 2002 -- Mar. 31,(Apr. 1, 2003 -- Mar. 31, Change
2003) 2004)
Amount Amount Amount

(Millions of yen)

(Millions of yen)

(Millions of yen)

| Operating activities
1 Income before income taxes

2 Depreciation and amortization

3 Amortization of difference between cost
of investment and equity in net assets of
consolidated subsidiaries

4 Increase in provision for credit loss on
receivables and consumer loans

5 Increase/decrease in provision for
bonuses ("-* represents decrease)

6 Increase in provision for loss on
guarantees

7 Increase/decrease in provision for
accrued severance indemnities
(" represents decrease)

8 Increase/decrease in allowance for
retirement benefits for directors and
auditors ("-“ represents decrease)

9 Increase in allowance for indemnity
losses

10 Interest and dividend income on
investments
11 Interest expense
12 Equity in net loss (gain) of affilitated
companies
13 Net gain on sale of stock in affiliated
companies '
14 Net gain on sale of investments in
securities
15 Net loss on sales or disposal of property
and equipment
16 Equity in earnings of Tokumei Kumiai
17 Additional retirement benefits
18 Increase/decrease in consumer loans
receivable: Principal
(™-“ represents increase)
19 Increase/decrease in sales credits
(*-“ represents increase)
20 Increase/decrease in procurement

"«

obligations ("-“ represents decrease)
21 Other

Subtotal
22 Interest and dividend income
23 Interest expense
24 Income taxes paid

Net cash provided by operating
activities

105,805 79,138 -26,667
8,714 6,768 -1,948
709 854 145
28,444 26,856 -1,588
52 -806 -858
- 70 70
3,660 -4,163 -7,824
-661 46 708
- 2,700 2,700
-786 -1,559 772
329 192 -136
36 -94 -131

-- -12,868 -12,868 |.
-5 -503 -497
1,374 1,862 487
-973 -691 282
- 18,745 18,745
-71,829 29,572 101,402
-4,776 4,185 8,962
-3,421 4,550 7,971
5,663 -4,950 -10,614
172,336 | 149,904 77,567
785 1,672 787
-329 -192 136
-63,623 -57,316 6,307
9,168 93,967 84,799




Classification

(Millions of yen)

(Millions of yen)

FY 2003 FY 2004
(Apr. 1, 2002 -- Mar. 31,(Apr. 1, 2003 -- Mar. 31, Change
2003) 2004)
Amount Amount Amount

(Millions of yen)

Il Investing activities
1 Payment for purchase of property and
equipment
- 2 Proceeds from sales of property and
equipment
3 Payment for purchase of investments in
securities
4 Proceeds from sales of investments in
securities
5 Acquisition of shares of subsidiaries
resulted in the change in scope of
consolidation
6 Proceeds from sales of shares of
subsidiaries resulted in the change in
scope of consolidation
7 Payment for purchase of shares of
subsidiaries
8 Payment for loans made

9 Proceeds from collection of loans
receivable

10 Other

Net cash provided by (used in)
investing activities

Il Financing activities

1 Net repayment on commerbial paper
2 Proceeds from short-term borrowings
3 Repayments of short-term borrowings
4 Proceeds from long-term debt
5 Repayments of long-term debt
6 Proceeds from issuance of bonds
7 Redemption of bonds
8 Proceeds from sale of treasury stock
9 Increase in treasury stock
10 Cash dividends paid by parent company
11 Other
Net cash used in financing activities
IV Effect of exchange rate changes on cash
and cash equivalents
V Net decrease in cash and cash
equivalents
V| Cash and cash equivalents at beginning
of period : ‘
VII Effect of the increase in scope of
consolidated subsidiaries
VIl Cash and cash equivalents at end of
period

-1,899 -44,389 42,490
1,259 31 -1,228
-30 -0 29

254 1,569 1,315
269 - -269

- 25,247 25,247

-250 -357 -107
-2,900 -30 2,870
105 41,816 41,711
2,372 5,069 2,696
-818 28,956 29,774
2,121 -420 1,700
69,084 71,670 2,585
-64,044 -77,769 13,725
193,088 177,314 15,773
-215,703 255,111 -39,407
39,718 14,896 | -24,822
-30,000 -32,000 -2,000
- 1,159 1,159
-2,862 15,417 -12,554
-12,549 412,291 258
-1,500 - 1,500
-26,890 -127,970 -101,080
-88 91 -3
-18,628 -5,138 13,490
124,389 105,760 -18,628
- 487 487
105,760 101,110 -4,650




(Excerpt translation) Pram. )
FILE NO. 82-4837

June 2, 2004

To the Shareholders:

Notice of the 43rd Ordinary General Meeting of Shareholders

Dear Shareholders:

Notice is hereby given that the 43rd Ordinary General Meeting of Shareholders of the
Company will be held as described below and you are cordially invited to be present at such
meeting.

Since you may exercise your voting rights in writing even if you are not present at the
meeting, please review the accompanying information and send us by return mail the
enclosed voting form indicating your approval or disapproval under your seal by June 22,
2004.

Yours very truly,

Hiroki Jinnai
President and Representative Director

Promise Co., Ltd.
2-4, Otemachi 1-chome, Chiyoda-ku, Tokyo

Description
1. Date and hour of meeting: -
June 23, 2004 (Wednesday), 10:00 a.m.
2. Place of meeting:

Bahri-no-ma, 2nd Floor, Hotel Metropolitan Edmont
10-8, Iidabashi 3-chome, Chiyoda-ku, Tokyo

3. Matters forming the objects of the meeting:
Matters to be reported:
Report on the balance sheet as of March 31, 2004 and the business report and the

statement of income for the 43rd business term (from April 1, 2003 to March 31,
2004)



Matters for resolution:

Proposition No. 1:  Approval of the proposed appropriation of retained eamings for
the 43rd business term

Proposition No. 2: Amendment to the Articles of Incorporation
Proposition No. 3:  Election of six Directors
Proposition No. 4:  Granting of retirement gratuities to the retiring Director

- END -




(Attached documents)

BUSINESS REPORT

(For the period from April 1, 2003 to March 31, 2004)
1. - Overview of business activities:
1. Developments and results of business activities:

During the business term under review, despite a protracted period of pessimistic
sentiment resulting from uncertainties regarding the direction of the economy due to such
factors as long-term deflation and a slowdown of the U.S. economy, the scope of mild
recovery in the Japanese economy continued to widen — underpinned by robust capital
investment and brisk exports — as the rebound spread from manufacturing to
non-manufacturing industries and from large companies to small- and medium-sized
enterprises. In addition, despite continued harsh conditions, the employment and wage
environment has recently shown a partial pickup, while regular household spending is also
exhibiting signs of brightness that include an increase in personal consumption.

However, the consumer finance industry inevitably recorded large loan losses due to
the effects of personal bankruptcies and legal settlements for debt problems against a
background of a long-term slump in the employment and wage environment. Moreover, the
size of market grew only slightly because of activities to reduce lending levels.

Amid this business environment, the Company, in cooperation with its group
companies, exerted its utmost efforts to minimize nonperforming loans and enhance
customer retention.

Specifically, the Company implemented the following measures during the business
term under review:

(1) Strengthening Marketing Division

In April 2003, the Company moved to flatten its organizational structure by
abolishing its division system, excluding the Marketing Division. At the same time, the
Company reorganized the Marketing Division and clearly separated the Planning and
Development Division from the Policy Implementation Division to strengthen its planning,
development and policy promotion capabilities. Additionally, with the primary aim of
fortifying the coordination between headquarters functions and front-line sales, the Company
abolished its Eastern and Western Area Marketing Divisions and introduced a system
consisting of seven geographic blocs.  Each bloc has its own ST Center (a department for
centralized processing for automated contract machines) and Customer Relation Center to
provide closer interaction with customers and strengthen customer counseling functions.

In July 2003, the Company introduced Chosoku loan processing machines with the
aim of acquiring new customers. As of March 31, 2004, 123 Chosoku machines had been

-3-



installed. Chosoku machines are compact, low-cost terminals that require only 5 to 10
minutes to process new applications, conduct provisional credit analyses and issue temporary
cards. These features allow Chosoku machines to be installed in locations where we were
previously unable to open branches because of space limitations.

While utilizing the advantages of Chosoku, the Company also reviewed its existing
channels, including branches, from the perspective of customer traffic. As a result, the
Company altered the format of some branches and closed/consolidated others, thus
improving marketing capabilities and reducing operating costs.

(2)  Strengthening loan management system

" Besides its existing methods of loan management based on computer automated
scoring systems, the Company uses the so-called "navigation system" that enables detailed
responses to the needs of individual customers. . This system is aimed at discouraging
customers from taking on too much debt while strengthening lending functions.

The Company also strives to flexibly assess its loan management system in terms of
efficiency and effectiveness. In April 2003, a Legal Center was established in each
marketing bloc to consolidate its previously scattered legal functions. By taking this
measure, the Company has strengthened its ability to respond to petitions for personal
bankruptcy and court-mandated debt adjustments.

Moreover, from October 2003, loan management operations — previously
concentrated within departments in each geographic bloc — were dispersed among sales
branches. This move is aimed at integrating its processes - from new lending to collecting -
thereby increasing points of contact with customers and raising the effectiveness of customer
communications. This, in turn, will allow the Company to build a structure capable of more
effectively utilizing the "navigation system” and prevent its loans from defaulting and
enhance customer retention.

In addition, the Company has introduced its know-how in loan management
methods at Plat Corporation and Sun Life Co., Ltd. and 1s continually reassessing its loan
management structure with the aims of bolstering its lending functions and improving the
quality of the Group's loan portfolio.

(3) Providing greater customer convenience

The Company's main aim is to acquire new customers and increase the satisfaction
of existing ones. As such, the Company will use IT and business alliances to provide
services based on the concept that "Promise is number one in the minds of customers."

Regarding its service network, the Company is establishing alliances with financial
institutions and convenience stores to create an environment that makes lending and
repayment easy and places no constraints on time or place. As a result of these efforts, the
Company has built the industry's largest CD/ATM network, with a total of 113,168 locations
(98,554 CDs/ATMs, 14,614 convenience stores) in its deposit/withdrawal channel, consisting
of those it operates independently and those of its 429 alliance partners, as of March 31, 2004.
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The Company is also vigorously introducing new services as it strives to further raise
customer convenience. As part of these efforts, the Company launched an "Internet
Repayment Service" in February 2004. Targeted at customers who use Internet-based
banking of financial institutions, the new service introduced by the Company allows
customers to immediately carry out repayment procedures using the Company's own website.

In products, the Company is focusing on alliances with a broad array of companies
in addition to offering its existing product lineup, thereby addressing a wide range of
customer needs. Such efforts include the joint issuance of cards, such as a fan club ID that
includes a cash-on-credit capability issued from April 2003 through a tie-up with New Japan
Prowrestling Inc. In August 2003, the Company teamed with Matsumoto Household
Movers Co., Ltd., as well as real estate companies, to provide specific-purpose loans, such as
those to cover moving expenses, rent and security deposits. Through this alliance strategy,
the Company can better respond to customers' funding needs.

(4)' Acquiring new profit bases

The Company teamed up with The Kita-Nippon Bank, Ltd. in April 2003 and the
Hokuetsu Bank, Ltd. in June 2003 to cooperate for loan guarantees for unsecured loans to
individuals. These tie-ups are aimed at securing a new profit base by drawing fully on the
Company's lending know-how cultivated over many years in the consumer finance industry.
The resulting balance of loan guarantees is brisk, totaling ¥2,778 million at both banks as of
March 31, 2004.

With a view toward effectively deploying its management resources, the Company
is making available all its ATMs throughout the country. As of March 31, 2004, the
Company's ATMs were available for use by 20 companies, including one bank-affiliated
credit card company, six installment sales finance companies and 13 consumer finance
companies (including three Group companies). :

(5) Other important measures

As part of structural reforms commenced in the business term ended March 31, 2003,
the Company implemented a voluntary retirement program aimed at achieving an optimally
structured human resources portfolio by correcting the Company's employee age composition.
Under this program, 734 employees chose voluntary retirement, with an effective retirement .
date of March 31, 2004. Management believes these measures will enable the Company to
improve its corporate structure, which is an aim of its structural reforms, and will also allow
the Company to strengthen its ability to respond appropriately to changes in the business
environment and bolster its competitiveness.

In August 2003, the Company sold its entire stake in 1ts wholly owned sales finance
company GC Co., Ltd. to General Electric Capital Consumer Finance Co., Ltd. (currently GE
Consumer Finance Co., Ltd.), with the aim of improving business efficiency and increasing
earnings power by achieving greater concentration of corporate resources in the consumer
finance business.

The composition of incomes by the business sectors is set forth below:
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42nd term . 43rd term

ended March 31, 2003 ended March 31, 2004 Increase/

Amount Composition Amount Composition decrease

Classification (A) ratio (B) ratio (B-A)
(million yen) (%) (million yen) (%) (million yen)

Income from unsecured

loans 317,034 97.08 313,843 97.42 () 3,191
Income from secured loans 1,032 0.32 838 0.26 (-) 194
Income from other loans 2,365 0.72 2,005 0.62 () 360
Other operating income 6,122 1.88 5,481 1.70 () 641
Total _ 326,556 100.00 322,167 100.00. (-) 4,388

As a result of operating activities by these efforts in the severe business conditions,
operating loans outstanding as of the end of the business term in the consumer finance
business amounted to ¥1,352,847 million, down ¥22,845 million (or 1.7%) compared with
the end of the previous business term, due to a change in the lending levels to prevent loan
defaults. Due to a decrease in operating loans outstanding, operating income amounted to
¥322,167 million, down ¥4,388 million (or 1.3%) compared with the previous business term.
With regard to profit, ordinary income amounted to ¥84,434 million (down 21.1% compared
-with the previous business term). The Company accounted for an income from sale of
shares of GC Co., Ltd. and a special loss resulting from the solicitation of voluntary
retirement to employees. Consequently, net income for the term amounted to ¥49,318
million (down 19.7% compared with the previous business term).

2. Future challenges:

The recovery in the Japanese economy, albeit mild, has gained strength, thanks to
such factors as growth in exports, increased capital investment and improved corporate
earnings against the background of a rebound in the U.S. economy and robust demand in
China. Along with this recovery, signs of brightness finally appear to be emerging in
household expenditures, reflecting slight improvements in the still-harsh employment and
wage environment and increases in consumer spending.

However, in the consumer finance industry, although the uptrend in personal
bankruptcies has very recently appeared to be slowing, these bankruptcies remain at a high
level. Thus, difficult conditions are expected to persist.

Even amid this environment, the Company, under the slogan of materializing its
concept that "Promise is number one in the minds of consumers”, will continue to place high
priority on minimizing nonperforming loans and improving customer retention.
Simultaneously, the Company will work to firmly establish compliance, bolster its lending
functions, review its loan management methods, increase points of contact with customers
through optimal channels and systems, augment opportunities for communications with
customers, promote navigation-style marketing activities, reduce operating cost, diverse
fund-raising channels and establish and improve its risk management systems.

The Company is working to establish a new business model that utilizes

e-commerce, mainly via the Net Business Development Department, set up in March 2004.
Also, the Company will continue to make investments to upgrade services that enhance
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customer convenience, which includes the establishment of a quick-response structure for 1C
card systems.

As for the Group's lineup of interest rates, the Company offers products with interest
rates ranging from 17.8% to 25.55%, while MOBIT Co., Ltd. provides loans with interest
rates from 15% to 18% and Plat Corporation and Sun Life Co., Ltd. charge rates up to 29.2%.
The Company will continue to implement such strategy of offering a "full lineup of interest
rate products” to allow the Group to provide services best suited to customer needs. While
focusing on improving the qualities of loans, the Company will diversify risk exposure and
increase the amount of operating loans outstanding. The Company will also raise efficiency
through the sharing of the Group's management resources to improve profitability.

The Company cordially seeks the continued support of its shareholders.
3. State of capital investment: |

Capital investment made during the business term under review totaled ¥47,496
million, which was principally used for the acquisition of the land and building of the head
office, replacement of ATMs and installation of loan application machines.

4. State of fund procurement:

As aresult of a slight decrease in operating loans outstanding and the sale of shares of
its subsidiary GC Co., Ltd., capital requirements decreased. Consequently, the amount of
loans payable and bonds outstanding decreased. In the meantime, the Company actively
established commitment facilities to secure alternative liquidity and financial flexibility to
maintain security of fund management. -

The Company will continue its efforts to maintain a good balance of direct financing
and indirect financing and also study new financing schemes to secure steady fund raising
and reduce funding costs.

The funds required for the business term under review were covered by the
Company's own funds, loans from financial institutions, commercial paper and funds raised
by the issuance of bonds.



The state of changes in the loans payable and bonds:

42nd term 43rd term Increase/
ended March 31, 2003 ended March 31, 2004 decrease
Amount Composition Amount Composition (B-A)
Classification (A) ratio (B) ratio ((-) decrease)
(million yen) (%) (million yen) (%) (million yen)
Short-term loans 1,000 0.10 - - (-) 1,000
Long-term loans 718,912 69.13 666,632 68.61 () 52,280
Sub total 719,912 69.23 666,632 68.61 (-) 53,280
Bonds 320,000 30.77 305,000 31.39 (-) 15,000
Total 1,039,912 100.00 971,632 100.00 (-) 68,280
(Note) ~ Commercial paper, not outstanding at the end of the term, was traded during the term.
The state of issuance of bonds during the current term:
Total issue Interest rate Redemption
. Title of bonds Issue date amount (per annum) date
The 32nd Unsecured Bonds June 4, 2003 ¥15,000 million 1.37% June 4, 2013

(Notes) 1. The proceeds from the issuance of the above-listed unsecured bonds were used as funds for
operating loans.
2. The 9th Unsecured Bonds (¥10,000 million) and the 12th Unsecured Bonds (¥20,000 million)
were redeemed at maturity during the business term under review.



5. Changes in operating results and state of assets:
43rd term
40th term 41st term 42nd term ended March
» ended March ended March ended March 31, 2004
Classification ' 31, 2001 31, 2002 31, 2003 (current term)
(million yen, unless stated otherwise)
Operating results:
Operating income ¥292.774 ¥316,246 ¥326,556 ¥322,167
Ordinary income 120,625 105,335 107,042 84,434
Net income 63,521 61,250 61,411 49318
Net income per share (yen) 513.23 491.08 488.87 406.05
State of assets:
Operating loans outstanding 1,228,026 1,324,663 1,375,693 1,352,847
Total assets 1,503,918 1,670,481 : 1,700,480 1,668,134
Net assets 501,332 552,888 597,263 624,010
Net assets per share (yen) 4,019.80 4,401.48 4,780.81 5,155.72
Capital ratio (%) 33.34% 33.10% 35.12% 37.41%

(Notes)

1.

Net income per share is calculated on the basis of the average of the total number of shares issued and
outstanding during the term. :

As from the 40th term, the accounting standard concerning financial instruments is applicable.

As from the 41st term, treasury stock is treated as an item deductible from shareholders' equity. Net income
per share and net assets per share are calculated on the basis of the total number of shares issued and
outstanding at the end of the term, minus the number of shares of treasury stock, respectively.

As from the 42nd term, the "Accounting Standard for Earnings per Share" (Accounting Standard No. 2 dated
September 25, 2002, Accounting Standards Board of Japan) and the "Implementation Guidance on Accounting
Standard for Earnings per Share” (Accounting Standard Implementation Guidance No. 4 dated September 25,
2002, Accounting Standards Board of Japan) are applicable. )

As from the 43rd (current) 'term, the "Ministerial Ordinance to Amend Part of the Regulations for the
Enforcement of the Commercial Code” (Ministry of Justice Ordinance No. 7 dated February 28, 2003) of Japan
is applicable.



1L

1. Major businesses:

The Company is principally engaged in direct lending of retail funds with no security or

guarantee to consumers,

Outline of the Company (as of March 31, 2004):

A Interest on

— mount — operatin —

C t ) C t p g [cC t

Number of Omg?:l on outstanding omfa(izl on loans °mf;ff on
Classification | customers (%) (million yen) (%) (million yen) (%)

. Unsecured loans 2,439,585 99.92 1,347,657 99.62 313,843 99.73
Secured loans 1,903 0.08 5,189 0.38 838 0.27
2. State of'shares:

(D Total number of shares authorized to be issued by the Company: 300,000,000 shares
2) Total number of issued shares, capital and number of shareholders:
: As at March 31, Increase/Decrease As at March 31,
Classification 2003 during the business term 2004

Total number of issued shares | 125,966,665shares - shares 125,966,665 shares
Capital ¥49.,053 million ¥-million | ¥49,053 mullion
Number of shareholders 9,422 persons (-) 3,212 persons 6,210 persons
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€)

(4)

Principal (ten) shareholders:

(Note)

Shares in the Company | Shares in Shareholder
held by Shareholder held by the Company
(Ratio of voting rights) (Ratio of voting rights)
(thousand (%) (thousand (%)
Name shares) shares)

Ryoichi Jinnai 12,500 10.33 - -
Yumiko Jinnai 9,144 7.56 - -
State Street Bank and Trust Company
(Standing proxy: Mizuho Corporate
Bank, Ltd.) 6,199 5.13 - -
Nippon Life Insurance Company 5,704 4.72 - -
Shinsei Bank, Limited 5,682 4.70 _ -
Japan Trustee Services Bank, Ltd.
(Trust account) 5,526 4.57 - -
Tsuyako Jinnai 5,500 4.55 - -
The Master Trust Bank of Japan, Ltd.
(Trust account) 5,146 4.25 . .
The Sumitomo Trust and Banking
Company, Limited 4,000 3.31 9,337 0.62
City Group Global Markets Inc.
(Standing proxy: Nikko Citygroup
Limited) 3,288 2.72 - -

Stock acquisition rights issued:

Date of resolution for the issue:

June 25, 2004

Number of stock acquisition rights:

12,235 rights (Number of shares to be issued
or transferred for each stock acquisition
right: 50 shares)

Class of shares to be issued or transferred
upon exercise of stock acquisition rights:

Shares of common stock

Number of shares to be issued or transferred
upon exercise of stock acquisition rights:

611,750 shares

Issue price of a stock acquisition right:

Free of charge

The number of stock acquisition rights and the number of shares to be issued

or transferred upon exercise of stock acquisition rights, with the deduction of
those decreased due to the forfeiture of the rights, are 9,400 rights and

470,000 shares, respectively.
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(%)

()

Acquisition, disposition and possession by the Company of its own shares:

Total
acquisition/disposition
Classification Class of shares Number of shares prices
Acquisition of shares: Shares of common stock 4,000,895 shares -¥15,417 million
Disposition of shares: Shares of common stock 106,834 shares ¥670 million
Shares held as of
March 31, 2004: Shares of common stock 4,948 249 shares

(Notes) 1.

The number of shares acquired includes no shares purchased from any specific

party nor shares purchased pursuant to a resolution under Article 211-3,
paragraph 1 of the Commercial Code of Japan.

2. During the business term under review, the Company followed no procedure of
invalidation of its own shares.

State of business affiliations:

State of major subsidiaries:

The Company has 12 subsidiaries (domestic: 7, overseas: 5), including Plat Corporation.
The following are its major subsidiaries:

Ratio of voting

» rights of the . .
Name of Company Capital stock Company Main business
(%)
Plat Corporation ¥2,400 million 100.00 Consumer finance
‘ services
Sun Life Co., Ltd. ¥185 million 100.00 Consumer finance
services
PAL Servicer Co., Ltd. ¥500 million 100.00 Credit management and
collection business
Pallife Corporation ¥3,000 million 100.00 Credit investigation
services and lease and
management of real
estate
Net Future Co., Ltd. ¥300 million 100.00 Telemarketing business

S12-

and operation and
management of ATM
networks



)

€)

(4)

Ratio of voting
rights of the

Name of Company Capital stock Company Main business

System Trinity Co., Ltd. ¥90 million 100.00 Design, operation and
management of
computer systems

PROMISE (HONG HK$45,000 100.00 Consumer finance

KONG) CO., LTD. thousand services

Liéng Jing Co., Ltd. T$290,000 100.00 Installment sales of

thousand automobiles

State of other important business affiliations:

_ Ratio of voting rights
Company Capital stock of the Company Main business
MOBIT Co., Ltd. | ¥20,000 million 45.00% Consumer finance services

Progress of business affiliations:

1

2)

3)

4)

As from the business term under review, PAL Servicer Co., Ltd., a subsidiary
of the Company, is listed as a major subsidiary because of its importance.

As of July 1, 2003, Yuukei Co., Ltd., a major subsidiary, merged with Liang
Jing Co., Ltd., which is a surviving company.

As of August 6, 2003, the Company sold the whole shares of GC Co., Ltd., a
major subsidiary, to General Electric Capital Consumer Finance Co., Ltd.
(current GE Consumer Finance Co., Ltd.). As a result, GC Co., Ltd. and its
wholly owned subsidiary Mitsuwa-kai Co., Ltd. were excluded from the
subsidiaries of the Company.

As of February 1, 2004, Pallife Corporation changed its trade name from PAL
Corporation Ltd.

Results of business affiliations:

The Company has 8 consolidated subsidiaries (as listed in "(1) State of major

subsidiaries" above) and one equity method affiliate. On a consolidated basis,
operating income and net income for the business term under review accounted for
¥390,980 million (down 4.8% compared with the previous business term) and
¥41,576 million (down 31.5% compared with the previous business term),
respectively.
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Changes in operating results on a consolidated basis are shown below:

Business term 431d term
40th term 41st term 42nd term ended March 31,
ended March 31, | ended March 31, | ended March 31, 2004
Classification 2001 2002 2003 (current term)
(million yen, unless stated otherwise)
Operating income 359,641 394,495 410,619 390,980
Net income 64,845 62,941 60,716 41,576
Net income per share 525.01 504.77 483.61 342.18
(yen)
Total assets 1,679,394 1,833,776 1,855,352 1,718,721
Net assets 517,504 574,866 618,109 636,607
| (For reference)
Number of consolidated
subsidiaries 9 companies 11 companies 10 companies 8 companies
Number of equity
method affiliates 1 company 1 company 1 company 1 company
4. Principal lenders:
Balance of Shares in the Company held
Borrowings by Lender
Lenders Ratio of
Shares votng
- rights
(million yen) (thousand shares) (%)
The Sumitomo Trust and Banking Company,

Limited ‘ 100,630 4,000 331
Nippon Life Insurance Company 93,780 5,704 4.72
Shinsei Bank, Limited 78,361 5,682 4,70
Meiji Yasuda Life Insurance Company 46,104 353 0.29
Sumitomo Life Insurance Company 35,462 1,500 1.24
The Dai-Ichi Mutual Life Insurance Company 29,674 420 0.35
The Mitsubishi Trust and Banking Company

Limited , 28,000 104 0.09
The Chuo Mitsui Trust and Banking Company,

Limited 24,087 - -
UFJ Bank Limited 23,033 - -
UFJ Trust Bank Limited 19,809 - -
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Main offices:
(Translation omitted)
State of employees:
(Translation omitted)

Directors and Statutory Auditors:

Title Name
Chairman and Representative Director Masaaki Uchino
President and Representative Director Hiroki Jinnai
Director Shunji Kosugi
Director Hideshige Tsukamoto
Director Isao Takeuchi
Director Teruaki Watanabe
Director Tsutomu Kasori

Full-time Statutory Auditor
Full-time Statutory Auditor
Full-time Statutory Auditor
Full-time Statutory Auditor

Kazuyuki Furukawa
Hidetsugu Iriyama
Hiroaki Mori

Kazuo Nagasawa

8.  Important fact concerning the state ‘of the Company which occurred after the date of the
closing of accounts:

Nothing of significance to be reported.
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BALANCE SHEET

(As of March 31, 2004)
ASSETS : (million yen)
Current assets: 1,502,382
Cash on hand and in banks ........ccococviieinieniiieieeeeeccee e 44618
OPerating 10ANS ......eovvieieiiiii ettt ettt re e e 1,352,847
Short-term loans receivable .......cocoooeviveiiiiiiicien, [P TT 159,568
Prepaid EXPenses....ccovie e 2,621
ACCTUEA INCOIME 1vveieiiiieiiie ettt ettt s ettt eeareeas 13,025
Deferred tax asSeLS.....ccoiiviiiiiiicicieeecie ettt 34,789
Other CUITENt ASSELS.......ciiiiiiiiiieiitee ettt e e 3,212
Allowance for doubtful aCCOUNTS .....ocvvviiviiiiieiiiiiii e (108,300)
Fixed assets: ‘ 165,751
Tangible fixed assets: 68,566
BUIIAINES ..ot 11,490
STUCTUTE . 2,000
Furniture and fIXtUres ..........ccooeiiiiiiiii e 9,721
Land oo 45,354
Intangible fixed assets: 5,837
SOTEWATE 1.ttt e e e s s et et e ee e s se et b et e e eeer s 4,801
Telephone MIghts......cooiiiic e 961
Other intangible fiXed aSSELS.......cccvieiiieiiiiciiiiee e 73
Investments and other assets: 91,347
Investment SECUMIIES ..........ccovvieiiiiiiiiieiiine, TP 33,763
Investment in subsidiaries’ StOCKS .....oooiiiiiiiiiie e ' 40,417
Investment Capital ..........coeiiiiiiiviiieee e 737
Long-term prepaid expenses........ SRS P O PU RO PP PP PORRRPTORPRTN 1,009
Guarantee money deposited........c.ocveviircierireeninnieenn e e 9,237
Deferred taX @SSEES .ovieiiiieriiiieii ettt ettt 2,853
Other INVESLIMIEILS ....oeeiiiieeiieeeieeiee ittt e et e e eee e e e eeraeeseosiseesssrenneeeeenns 3,329
TOTAL ASSETS 1,668,134
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LIABILITIES (million yen)

Current liabilities: ‘ : 295,199
Current portion of long-term loans payable........c..ococievinioiiiniiece 189,555
Current portion Of BONAS ......ooveviiiieiiieic e 50,000
Other accounts Payable ......oocvviiiiiiiiiiee et 32,311
ACCTUEA EXPEIISES .ovvieiiiiiiieitiieiiit ettt ettt et be e te e enre s e sena e 3,671
Accrued corporate INCOmME taX, €1C. .....oovvvveieiiiieriiiiiereeeie e ese e 12,869
Reserve for bONUSES .......coooiiiiiiiii - 3,110
Provision for loss on guarantees of 0bligations ........c.ccoceeieiieriniieivieciinenns 70
Other current HabilitieS .......ovviiiiiiiciii e 3,611

Long-term liabilities: 748,923
BOMNAS ittt et 255,000
Long-term 10ans payable.........ccociiieieeiieniiiiniiis s 477,077
Long-term accounts payable ... e 559
Reserve for retirement @alloWanCes..........ooovveiiiiieriiiiiii e 12,688
Reserve for retirement gratuities for officers.........coooveciiiiiiiiiniiicinec, 288
Provision for 10SS 0N COMPENSAION ........eeuviiierierieieeeesieeee e eeeareeneeeeeeeeenns 2,700
Other long-term liabilities............c.ccccieinnnn, et ettt 609

TOTAL LIABILITIES 1,044,123

SHAREHOLDERS' EQUITY

Capital: 49,053

Additional paid-in capital: ‘ 81,210
CaPItAl TESETVE ..vviviceeiivieciicieeieete ettt ae st sbesbeebaesaestaeneseeas 80,955
Other additional paid-in capital .........ccccceviiiiiiiiiiiniie e 254

Income from disposition of shares of treasury stock ................... 254

Retained earnings: , 510,391
Earned Surplus IESEIVE ..ottt st sr e se e sane e 12,263
VOIUNLATY TESEIVE ..viiiiiiiiii ittt ettt e s s e s e saveenseennneeses 448,700

1€153515 2B €101 o= T USSR ORI 448,700
Unappropriated retained earnings for the current term.........cccoooeeiieiiinnns 49,427
Revaluation difference of stocks, etc.: : 4,151
Treasury stock: (20,795)
TOTAL SHAREHOLDERS' EQUITY | 624,010

TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY 1,668,134
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STATEMENT OF INCOME

(For the period from April 1, 2003 to March 31, 2004)

Ordinary income and loss

Operating income and loss:
Operating income:
Interest on operating loans
Other financing income
Other operating income
Operating expenses:
Financing expenses
Other operating expenses

Operating income

Non-operating income and loss:
Non-operating income:
Interest and dividend received
Insurance and insurance dividend received
Income from contribution to anonymous associations
Other non-operating income
‘Non-operating expenses:
Expenses of office relocation, etc.
Expenses of cancellation of office leases
Other non-operating expenses

Ordinary income

- Special income and loss

Special income:
Income from sale of subsidiaries’ stocks
Income from sale of investment securities
Special losses:
Loss from retirement of fixed assets
Amount transferred to provision for loss on compensation
Special retirement premiums
Other special losses

Income before tax

Corporate income, inhabitant and enterprise taxes
Adjustment to corporate income tax, etc.

Net income

Income carried over from the prior term

Interim dividends

Unappropriated retained earnings for the term

-18 -

314,681
2,005
5,481

20,136
219,295

1,334
237
405
314

321
71
199

23,737
501

1,763
2,700
18,745
340

37,800
(1,994)

(million yen)

322,167

239,432
82,735

2,292

24,238

23,549
85,123

35,805
49,318
6,154
6,045
49,427



PROPOSED APPROPRIATION OF RETAINED EARNINGS

Unappropriated retained earnings for the term

To be appropriated as follows:
Dividends
(¥50 per share)

Bonuses for officers
(for Statutory Auditors:

Voluntary reserve
General reserve

Retained earnings to be carried forward to the next term

-19-

¥49,427,936,756

¥6,049,940,800

¥73,100,000
¥13,900,000)

- ¥37,000,000,000

¥6,304,895,956



Copy of Account Auditors' Audit Report

INDEPENDENT AUDITORS' AUDIT REPORT

May 6, 2004

To: The Board of Directors
Promise Co., Ltd.

ChuoAoyama Audit Corporation

By Shuho Yoshida _(seal)
Certified Public Accountant
Representative Partner
Participating Partner

By Shigehiko Kataoka (seal)
Certified Public Accountant |
Representative Partner
Participating Partner

By Hidenori Nagano (seal)
Certified Public Accountant
Participating Partner

In accordance with the provision of Article 2, paragraph 1 of the "Law Concerning
Special Exceptions to the Commercial Code Relating to Audit, etc. of Stock Corporations",
this firm has audited the financial statements, or balance sheet, statement of income, business
report (to the extent it relates to accounting) and proposed appropriation of retained earnings
and their accompanying detailed statements (to the extent they relate to accounting) for the
43rd business term of Promise Co., Ltd. (the "Company"), covering the period from April 1,
2003 to March 31, 2004. The portions of the business report and the accompanying detailed
statements subjected to audit consisted of those of the matters contained therein which were
stated on the basis of the entries in the books of accounts. Management of the Company is
responsible for preparing such financial statements and their accompanying detailed
statements and our responsibility is to express our opinions thereon from an independent
standpoint.

We made such audit in compliance with generally accepted fair and reasonable
auditing standards in Japan. The auditing standards require us to have a reasonable
assurance whether any material misrepresentation exists in the financial statements and their
accompanying detailed statements or not. Our audit was made on a test basis and included
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the examination of the presentations in their entirety in the financial statements and their
accompanying detailed statements, including the evaluation of the accounting policies and
methods of "application thereof employed by management and estimates made by
management. We consider that as a result of our audit, we have obtained a reasonable basis
for expressing our opinions. The auditing procedures also included those followed in
respect of any of the subsidiaries of the Company as we considered necessary.

)

2)

€)

(4)

As aresult of such audit, we are of the opinion:

Such balance sheet and statement of income present fairly the state of the property
and profit and loss of the Company in accordance with laws, ordinances and the
Articles of Incorporation;

The business report (to the extent it relates to accounting) presents fairly the state of
the Company in accordance with laws, ordinances and the Articles of Incorporation;

The proposed appropriation of retained earnings is in conformity with laws,
ordinances and the Articles of Incorporation; and

With respect to the accompanying detailed statements (to the extent they relate to
accounting), there is nothing to be pointed out in accordance with the provisions of

the Commercial Code.

There is no such relation of interests between the Company and this audit corporation

‘or any participating partner thereof as is required to be stated under the Certified Public
Accountant Law.
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Copy of Audit Report of the Board of Statutory Auditors

AUDIT REPORT

We, the Board of Statutory Auditors of the Company, upon receipt from each
Statutory Auditor of his method and results of auditing the performance by Directors of their
duties during the 43rd business term from April 1, 2003 to March 31, 2004, prepared this
audit report upon deliberation and hereby report as follows:

1. Method of Audit by Statutory Auditors in Outline:

Each Statutory Auditor, in accordance with the audit policy, assignment of duties, etc.,
as determined by the Board of Statutory Auditors, attended meetings of the Board of
Directors and other important meetings, received from Directors, etc., reports on the business
operations, inspected important decision documents, etc., made investigation into the state of
activities and property at the head office and the principal places of business of the Company,
required the Company's Account Auditors to render reports and accounts and examined the
financial statements and their accompanying detailed statements. We also required the
subsidiaries to render reports on their business operations and made investigation into the
state of activities and property at the subsidiaries whenever necessary.

With respect to competitive transactions by Directors, transactions involving
conflicting interests between Directors and the Company, gratuitous offering of proprietary
profits by the Company, transactions not customary in nature between the Company and its
subsidiaries or shareholders and acquisition and disposition, etc. by the Company of its own
shares, we, in addition to following the aforementioned method of audit, required Directors,
etc. to render reports and made a full investigation into the state of any transaction in question,
whenever necessary.

2. Results of audit:
We are of the opinion:

(1) That the method and results of the audit made by ChuoAoyama Audit Corporation,
the Company's Account Auditors, are found to be proper;

2) That the business report is found to present fairly the state of the Company in
accordance with the laws, ordinances and the Articles of Incorporation; :

(3) That the proposition relating to the appropriation of retained earnings is found to have
’ nothing to be pointed out in the light of the state of property of the Company and

other circumstances;

) That the accompanying detailed statements are found to present fairly the matters to
be stated therein and to contain nothing to be pointed out; and
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©)

Note:

That in connection with the performance by Directors of their duties, including the
performance with regard to the subsidiaries, no dishonest act or material fact of
violation of the laws, ordinances or the Articles of Incorporation is found to exist.

With respect to any competitive transactions by Directors, transactions involving
conflicting interests between Directors and the Company, gratuitous offering of
proprietary profits by the Company, transactions not customary in nature between the
Company and its subsidiaries or shareholders and acquisition and disposition, etc. by
the Company of its own shares, we find that there is no breach of duties on the part of

the Directors.

May 13, 2004

Statutory Auditors Hiroaki Mori and Kazuo Nagasawa are outside statutory auditors
as provided for in Article 18, paragraph 1 of the "Law Concerning Special
Exceptions to the Commercial Code Relating to Audit, etc. of Stock Corporations”.

Promise Co., Ltd.
The Board of Statutory Auditors

Kazuyuki Furukawa (seal)
(Full-time) Statutory Auditor

Hidétsugu Iriyama (seal)
(Full-time) Statutory Auditor

Hiroaki Mori (seal)
(Full-time) Statutory Auditor

Kazuo Nagasawa (seal)
(Full-time) Statutory Auditor
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INFORMATION RELATING TO VOTING

1. Total number of voting rights held by all the shareholders:

2,419,357 rights
2. Propositions and explanatory information:
Proposition No.1: Approval of the proposed appropriation of retained earnings for the

43rd business term
The particulars of the proposition are as set forth on page 19 hereof.

With regard to dividends for the business term under review, management proposes
to pay ¥50 per share, by taking into consideration the economic and financial conditions and
the business results of the Company for the business term under review. As a result, the
annual dividend per share for the business term under review will be ¥100, including the
interim dividend of ¥50 per share.

Proposition No.2: Amendment to the Articles of Incorporation
1. Reasons for the amendment

) To prepare for the diversification and development of businesses of the Company and
its subsidiaries in the future, it is hereby proposed that business objectives be added
and that the numbering of the relevant items be changed accordingly.

2 Pursuant to the enforcement of the "Law to Amend Part of the Commercial Code and
the Law Conceming Special Exceptions to the Commercial Code Relating to Audit,
etc. of Stock Corporations” (2003 Law No. 132) of Japan as of September 25, 2003,
which authorizes a company to acquire its own shares by resolution of its board of
directors, it is hereby proposed that a new provision for the acquisition by the
Company of its own shares be established as Article 6 to allow the Company to
implement its capital policies with agility and that the numbers of Article 6 of the
existing Articles of Incorporation and thereafter be carried down by one increment.
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2. Contents of the amendment

The contents of the amendment are shown as follows:

(The underlines show amendment)

Current Articles Proposed amendment
(Objectives) (Objectives)
Article 2. The objectives of the Article 2. (Same as existing)
Company shall be to engage in the following
businesses: (H (Same as existing)
) Financial operations; ) Factoring, credit management
and collection business as
2 Factoring; provided for in the Law for
Special Measures Concerning
Credit Management and
_ Collection Business of Japan;
(To be newly established) 3 Business of issuing
third-party-issue-type prepaid
vouchers;

(3) through (36) (Descriptions omitted) -

Article 3. through Article 5. (Descriptions
omitted)

(To be newly established)

Article 6. through Article 32. (Descriptions

(4) through (37) (Same as existing)

Article 3. through Article 5. (Same as existing)

(Acquisition by the Company of its own shares)

Article 6. The Company may, by
resolution of the Board of Directors, purchase its
own shares, pursuant to the provision of Article
211-3, paragraph 1, item 2 of the Commercial

Code of Japan.
Article 7. through Article 33. (Same as existing)

omitted)
Proposition No.3: Election of six Directors
(Translation omitted)

Proposition No.4:

(Translation omitted)

Granting of retirement gratuities to the retiring Director

-END-

-25-



(Excerpt Translation)

FILENO. 82-4837

June 23, 2004

To the Shareholders:

Notice of Resolutions of
the 43rd Ordinary General Meeting of Shareholders

Dear Shafeholders:

Please take notice that at the 43rd Ordinary General Meeting of Shareholders of the
Company held today, report was made and resolutions were adopted as described below.

Yours very truly,

Hiroki Jinnai
President and Representative Director

Promise Co., Ltd.
2-4, Otemachi 1-chome, Chiyoda-ku,
Tokyo

Description
Matters reported:
Report on the balance sheet as of March 31, 2004 and the business report and

statement of income for the 43rd business term (from April 1, 2003 to March 31,
2004).

The particulars of the above accounting documents were reported to the meeting.



Matters for resolution:

Proposition No. 1:  Approval of the proposed appropriation of retained earnings for the
43rd business term

The proposition was approved and adopted as proposed.

The year-end dividend was determined to be ¥50 per share. As a result, the annual
dividend per share for the business term under review is ¥100, including the interim dividend
of ¥50 per share.

Proposition No. 2:  Amendment to the Articles of Incorporation
The proposition was approved and adopted as proposed.

Proposition No. 3:  Election of six Directors

Messrs. Masaaki Uchino, Hiroki Jinnai, Shunji Kosugi, Teruaki Watanabe, Isao
Takeuchi and Tsutomu Kasori were reelected and assumed office, respectively.

Proposition No. 4:  Granting of retirement gratuities to the retiring Director

The proposition was approved and adopted as proposed.

~END -



FILE NO. §82-4837

(Translation)
NEWS RELEASE PROMISE

March 16, 2004
Dear Sirs:

Promise Co., Ltd.
2-4, Otemachi 1-chome, Chiyoda-ku, Tokyo

Hiroki Jinnai
President and Representative Director

The first section of the Tokyo Stock Exchange
(Code No. 8574) -

Settlement of Accounts: March 31 of each year

Inquiries shall be directed to: Yoshiyuki Tateishi
‘ General Manager,
Public Relations Department
Tel:  (03) 3213-2545

Notice on Adjustments to the Forecasts of Business Results
for the Year Ending March 31, 2004

In accordance with result of solicit voluntary retirement and the recent development of
the Company's performance, the forecasts of consolidated and non-consolidated business
results for the year ending March 31, 2004 (from April 1, 2003 to March 31, 2004), as given at
the time of publication of the interim financial statements on October 23, 2003, are adjusted as
described in the following tables:

Description

1. Adjustment to the forecasts of business results for the year ending March 31, 2004
(from April 1, 2003 to March 31, 2004):

[Consolidated] |
(million yen)
Operating Ordinary
Net sales income income Net income

Previous forecast (A) 393,392 81,950 83,374 48,116

Adjusted forecast (B) 390,831 | 86,904 88,416 40,205

Amount of increase or

decrease (B-A) () 2,561 4,954 5,042 () 7,911




2.

D

2)

Operating Ordinary
Net sales income income Net income
Rate of increase or decrease ) 0.7% 6.0% 6.0% (-) 16.4%
Previous results
(for the year ended March
31, 2002) 410,619 106,957 108,030 60,716
Rate of increase or decrease
of the previous forecast to the
previous results (-) 4.2% (-) 23.4% (-) 22.8% (-) 20.8%
Rate of increase or decrease -
of the adjusted forecast to the
previous results () 4.8% (-) 18.7% () 82% -y 3.8%
[Non-consolidated]
(million yen)
Operating Ordinary
Net sales income imcome Net income
Previous forecast (A) 323,505 78,554 80,000 57,000
Adjusted forecast (B) 322,270 81,558 82,844 48,200
Amount of increase or
decrease (B-A) O] 1,235 3,004 2,844 | () 8,800
Rate of increase or decrease | (-) 0.4% 3.8% 3.6% i () 15.4%
Previous results
{for the year ended March 31,
2002) 326,556 105,419 107,042 61,411
Rate of increase or decrease
of the previous forecast to
the previous results () 09% ! () 255% | () 253% () 7.2%
Rate of increase or decrease
of the adjusted forecast to the
previous results (-) 1.3% [ () 22.6% | () 22.6% | (- 21.5%

Reason for the adjustments

consumer confidence;

The Company has adjusted the forecasts of business results for the current year
downward principally due to the following factors:

Operating loans outstanding grew slightly less than projected due to declines in

The Company incurred more bad debt expense and consequently “increased an

allowance for doubtful accounts due to an increase in the number of voluntary
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bankruptcies and consolidation of debt as a result of the deteriorated employment and
income conditions; and

3) . The Company reduced the discount rate of the retirement allowance obligations from
3.0% to 2.5% to maintain strong balance sheets in consideration of the current
monetary conditions and incurred more retirement allowance obligations and expense
due to poorer investment yields on pension funds.

To respond to changes in the recent operating conditions, the Company will make
modifications to its organization to make it less hierarchic and strengthen the capabilities of its
marketing division to work out and implement plans, among other things, as of April 1, 2003.
With the new organization, the Company will concentrate its energy on the strengthening of
marketing and the control of credit and receivables, in a group-wide effort to secure a new
basis for growth and strengthen its earnings power.

-END -



FILE NO. 82-4837

(Excerpt translation)

NEWS RELEASE ' PROMISE
April 8, 2004

Dear Sirs:

Promise Co., Ltd.
2-4, Otemachi 1-chome, Chiyoda-ku, Tokyo

Hiroki Jinnai
President and Representative Director

The first section of the Tokyo Stock Exchange
(Code No. 8574)

Settlement of Accounts: March 31 of each year

Inquiries shall be directed to: Yoshiyuki Tateishi
Executive Officer,
General Manager,
Public Relations Department
Tel: 03-3213-2545

Notice of Issuance of ¥10 Billion 33rd Unsecured Straight Bonds

Promise Co., Ltd. (the "Company") has concentrated efforts on the diversification and
cost reduction of fund raising. The Company has determined to issue ¥10 billion domestic

unsecured straight bonds (due in ten years).

Consequently, the balance of bonds of the Company issued and outstanding will
account for ¥315 billion of domestic straight bonds.

Description
(Translation omitted)

"_END-



FILE NO. 82-4837

2l PROMISE

June 10, 2004

Company name: Promise Co., Ltd.

Stock Code: 8574; First Section of Tokyo Stock Exchange

President and Representative Director: Hiroki Jinnai
Inguiries: Yoshiyuki Tateishi, Executive Officer, General Manager, Corporate Communications Dept.
TEL: 81-3-3213-2545

" E-mail: ir@promise.co.jp

Notice Regarding Transfer of Credit Assets
Held by Taiwanese Finance Subsidiary Liang Jing Co., Ltd.

On June 10, 2004, Promise Co., Ltd. décided to transfer installment credit assets held by Liang
Jing Co., Ltd., a wholly owned subsidiary in Taiwan engaged in automobile installment sales

finance, to International Bank of Taipei. Details are as follows.

1. Reason for transfer of credit assets

In October 2002, Promise established a joint venture in Taiwan with Ta Chong Bank, a
medium-sized Taiwanese bank, to provide guarantees for unsecured loan receivables. From the
perspective of consolidating the Promise Group’s management resources, Promise has aiso
undertaken deliberations regarding the status of Liang Jing (established in August 1989), which
has undertaken its business activities with the aim of future participation in the consumer finance
business. These deliberations have included consideration of the advantages and
disadvantages of continuing the operations of Liang Jing. Based on these considerations, we
decided to transfer Liang Jing’s installment éredit assets upon determining that our aims were in
accordance with those of International Bank of Taipel, which seeks to expand its business base

with the takeover of these instailment credit assets.
* Liang Jing will continue operations following the transfer of the credit assets.
2. Details of the credit assets to be transferred

(1) Details of credit assets to be transferred

A total of ¥3.9 billion in individual automobile installment credit assets will be transferred.



(2) Liang Jing's business results

FY ended December 31, 2003
Recurring profit ¥142 million

Net income ¥96 million

3. Outﬁne of business asset transferee

(1) Corporate name: International Bank of Taipei

(2) Principal business: Banking

(3) Established: September 23, 1949

(4) Headquarters éddress: 36, Nanking E. Rd., Sec. 3, Taipei, Taiwan, R.O.C.
(5) Representative: Show Chung Ho '

(6) Capital: NT$21,159 million {1 NT$ = ¥3.16/end of December 2003)

(7) Number of employees; 2,258

4. Schedule ]
June 10, 2004: Signing of contract for transferring credit assets

July 1, 2004: Transfer of credit assets

5. Outlook for consolidated business results following transfer of credit assets
The transfer of credit assets will have no major impact on Promise’s consolidated business

results in the fiscal year ending March 31, 2005.



FILE NO. 82-4837

Sumitomo Mitsui Financial Group, Inc.
Promise Co., Ltd.

Strategic Alliance
between Sumitomo Mitsui Financial Group and Promise

Tokyo, June 21, 2004 --- Sumitomo Mitsui Financial Group, Inc. ("SMFG”, President and
CEO: Yoshifumi Nishikawa) and Promise Co., Lid. (*Promise”, President: Hiroki Jinnai)
today reached an agreement, subject to the approvals of the relevant authorities, to
form a strategic alliance in the consumer finance business.

|. Purpose of Strategic Alliance

The consumer finance business is expected to grow further as it changes
significantly in step with the maturing of economy and diversification of consumers’
sense of value and lifestyles. Under such circumstances, SMFG and Promise has
agreed to form a strategic alliance in order to establish the No. 1 consumer finance
business in Japan by meeting customers’ various finance needs and providing attractive
 products.

As strategic partners, SMFG and Promise will form a full-scale alliance forged from
positions of strength, and provide the best products and services by leveraging their

respective resources such as brands, customer base, expertise, and experience.

As a first step, SMFG and Promise will form a business alliance and a capital alliance.
The outline is as follows.

}1. Qutline of Business Alliance

1. Sumitomo Mitsui Banking Corporation (“SMBC"), a wholly-owned subsidiary
of SMFG, and Promise will jointly develop new consumer loan models in
order to capture immediate cashing needs of a wide range of customers,
including first-timers. SMBC and Promise will provide several types of loans
with different levels of interest rates and quickly make loans due to fast credit
approval process.



SMBC and Promise will significantly grow consumer finance business by
providing convenient loan products with interest rates ranging from 8% to
around 12% through SMBC’s marketing channels. At the same time, SMBC -
and Promise plan to establish a new joint venture (tentative name: SMBC
Consumer Finance Co., Ltd. “SMBCCF") for promoting loan products with
interest rates ranging from 15% to 18%.

Promise, with its experience in consumer finance business, will fully support
SMBC and SMBCCF by guaranteeing their loan products, as well as
providing expertise in marketing, credit monitoring and loan collection.
SMBC will set up consumer loan counters and install loan processing
machines to be developed by Promise at its branches. Furthermore, SMFG
and Promise will cooperate to utilize their respective network infrastructures.

2. The Japan Net Bank Limited (“*JNB"), a subsidiary of SMFG, will forge a
comprehensive strategic alliance with Promise, starting with the consumer
loan business.

3.  SMBC and Promise will jointly develop finance products and services for

small businesses.

4. SMFG and Promise will exchange a wide range of officers and employees
on a group basis to enhance the mutual understanding of each other's
business.

In addition, both companies will seek further development of business
alliance, including collaboration of Promise with other subsidiaries.of SMFG,
such as Sumitomo Mitsui Card Co., Ltd. and SAKURA CARD CO., Ltd.

SMFG and Promise aim to achieve about 500 billion yen in consumer loan
balance in 3 years on a group basis, and further expand the business

alliance to enhance the synergy effect.

IH. Outline of Capital Alliance

SMFG and Promise will enter into the following capital alliance in order to share



the profit from the business alliance and strengthen their relationship.

- 1. SMBC, a subsidiary of SMFG, will acquire shares of common stock equivaient
to 20% of Promise’s outstanding shares through the following methods.

(1) By July 13, 2004, SMBC will acquire shares equivalent to 15% of Promise’s
outstanding shares as follows: | ) ‘
(a) Subscription of newly issued shares through third party allocation
(8,900,000 ordinary shares)
(b) Purchase of treasury stock (4,330,000 ordinary shares)
(c) Purchase of shares from existing major individual shareholders
(7,000,000 ordinary shares)

(2) SMFG plans to acquire additional shares of common stock of Promise, in
appropriate ways, up to 20% of Promise’s outstanding shares.

2. SMFG will obtain a seat on Promise's board of directors, subject to the
approval at Promise's general shareholders meeting.

3. There will be no changes in Promise's management structure, corporate
organization and business structure.



FILE NO. 82-4837

i
i

2 PROMISE
June 21, 2004
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Notice Regarding the Issuance of New Shares

through a Third-Party Allotment and the Disposition of Treasury Stock

'Accompanvinq a Strategic Alliance

with the Sumitomo. Mitsui Financial Group

At a Meeting of the Board of Directors convened on June 21, 2004, a resolution was passed
whereby Promise Co., Ltd. (Presidént: Hiroki Jinnai) will issue new shares through a third-party
allotment to Sumitomo Mitsui Banking Corporation (hereafter, SMBC), a subsidiary of Sumitomo
Mitsui Financial Group, Inc. (President and CEOQ: Yoshifumi Nishikawa; hereafter SMFG) and
dispose of treasury stock as part of an agreement with SMFG to form a strategic alliance. Details

of the resolution are as follows.

Details
1. Issue of New Shares though a Third-Party Allotment

1) Main points of new stock issue

(1) Number of new shares to be issued: 8,800,000 of common shares
(2) Price of shares to be issued: ¥7,120 per share

{3) Total value of shares to be issued: ¥63,368,000,000

(4) Amount of capitalization: ¥3,560 per share

(5) Application period: July 12, 2004 (Monday)

(6) Payment date: July 13, 2004 (Tuesday)

(7) Date from which dividends are calculated: April 1, 2004 (Thursday)
(8) Date of delivery of new stock certificates: None issued

(9)

9) Party to which shares will be allotted and number of shares: Sumitomo Mitsui Banking



Corporation; 8,900,000 shares

(10) Items related to agreement for continuing to hold new shares

Promise plans to ask SMFG and SMBC to hold these shares over the long term with a view
toward strengthening the relationship among Promise and SMFG and SMBC. )
(11) The previous items are based on the conditipn that notification submitted in accordance with

the Securities and Exchange Law is effective.

Note: Method for determining the price of shares to be issued

This amount is calculated at ¥7,120 per share (with a discount rate of 1.955%) based on a

per-share price of ¥7,262, which was the average TSE closing price per share of Promise’s
common stock during the most-recent 30-day period (May 19-June 18, 2004) up to the last

business day before the date of the resclution passed at the Board of Directors Meeting.

2) Movements in the total number of shares issued as a result of the capital increase

(Capital movements)

Current number of shares issued 125,966,665 shares

Increase in number of shares as a

result of capital increase . 8,900,000 shares

Number of shares issued following

capital increase 134,866,665 shares

3) Capital movements as a result of the capital increase

Current capital ¥49,053,694,164
Amount of increase in capital ¥31,684,000,000
Capital after increase ¥80,737,694,164

4) Reason for capital increase and uses of capital

(1) Reason for capital increase ‘

To progress with a mutual sharing of profits with SMFG and strengthen affiliations with. SMFG.
(2) Uses of procured capital through capital increase

Of the ¥63,112 million in estimated proceeds procured from the issue of new shares, Promise
plans to allocate approximately ¥10.0 billion for the establishment of a joint venture and
approximately ¥5.0 billion for the installation of loan processing machines. Promise plans to
promptly consider the use of the remaining funds, including for such uses as capital investment
and the carrying out of joint business.

(3) Expected impact on business results



For the above-mentioned reasons, Promise believes the capital increase will enable the
Company to strengthen its financia! stability, product development capabilities and brand power,
and thus contribute to an improvement in its corporate earnings capabilities. There is no revision

to the earnings forecast announced on April 27, 2004,

5) Distribution of profits to shareholders and other matters

(1) Basic policy on distribution of profits

While maintaining sufficient internal reserves necessary for carrying out future business and
strengthening its management structure, Promise works to provide stable and continuous
distribution of profits as well as to increase thesé distributions.

(2) Rationale for determining distributions

in accordance with the above-mentioned policies, Promise determines distributions based on
comprehensive considerations that include financial condition, profit or loss in the fiscal period
and payout ratio.

(3) Use of internally retained funds

To contribute to earnings capabilities and corporate value, and thereby raise shareholders’ value,
Promise strives to make effective use of internally retained funds as part of its strategies for
bolstering various aspects of its operations that include product development, IT investments and

nurturing of employees.

6) Equity finance carried out in the past three years
(1) Promise has not carried out any equity finance in the past three years.

(2) Stock price movements for the past three fiscal years as well as recent stock price

movements
Fiscal 2002 Fiscal 2003 Fiscal 2004 Fiscal 2005
Opening price ¥9,500 ¥5,650 ¥3,230 ¥7.350
High ¥10,650 ¥7,000 ¥7,900 ¥7,810
Low ¥5,350 ¥3,250 ¥3,230 ¥6,320
Closing ¥5,750 ¥3,300 ¥7,150 ¥7,360
PER 11.7 times 6.8 times 17.6 times 15.8 times

Note: The stock prices shown for fiscal 2005 are from April 1, 2004 to June 18, 2004.




7) Outline of party to which shares will be allotted

Party to which shares will be
allotted

Sumitomo Mitsui Banking Corporation

Address

1-2, Yurakucho 1-chome, Chiyoda-ku,

Tokyo

Representative Officer

President and CEO: Yoshifumi Nishikawa

Capital

¥559,985 million (as of March 31, 2004)

Total number of shares

issued

55,778,805 shares (as of March 31, 2004)
Common shares: 54,811,805 shares
Preferred shares: 967,000 shares

Principal shareholder and

percentage of shares held

Sumitomo Mitsui Financial Group, Inc.
(100%)

Principal business activities

Banking

Relationship with Promise

Borrowings totaling ¥2.16 billion by
Promise (as of March 31, 2004)

2. Disposition of Treasury Stock

1) Purpose of disposition
Regarding the étrategic alliance agreed upon with SMFG, Promise will transfer treasury stock to
SMBC with the aim of progressing with the mutual sharing of profits and the strengthening of -

mutual affiliations.

2) Details of disposition of treasury stock
(1) Type of st_ock: Common stock ‘
(2) Total number of shares: 4,330,000 shares
(3) Price of stock: ¥7,120 per share

(4) Number of shares of treasury stock after disposition: 543,450 shares

Note: Method for determining the price of treasury shares to be disposed

This amount is calculated at ¥7,120 per share (with a discount rate of 1.955%) based on a

per-share price of ¥7,262, which was the average TSE closing price per share of Promise’s
common stock during the most-recent 30-day period (May 19-June 18, 2004) up to the last

business day before the date of the resolution passed at the Board of Directors Meeting.

3) Schedule for disposition (plan) , ‘
June 21, 2004: Resolution by the Board of Directors for disposition of treasury shares



July 13, 2004: Payment date

3. Réqarding Business Alliance with SMFG (Reference)

1) Reason for business alliance
While striving to ascertain in detail the evolving finance needs of customers, Promise and SMFG
aim to address new customer needs through the development of attractive loan products, and

the two companies will work to build a top position in Japan's consumer finance industry.

2) Details of business alliance

(1) Promise and SMBC, a subsidiary of SMFG, will jointly develop and promote schemes to
provide new loan products that respond to needs for immediate borrowing across a wide range
of customer segments, including those individuals who have yet to use loan products. Under '
these schemes, we will offer multiple loan products with different levels of interest rates. After
receiving applications from customers and carrying out credit screening, we will promptly provide
these products to customers. As we head for the realization of such schemes, Promise will
engage in the handling of guarantees for loan products for SMBC and a consumer finance
company to be established with joint investment from Promise and SMBC. We will also provide
total support by offering know-how in such areas as sales promotions, credit provision
management and loan collection.

(2) SMBC will establish a branch sales structure that includes setting up loan product counters
while prqceeding with the installation of loan processing machines developed by Promise in its
branches. :

(3) The Japan Net Bank Limited (hereafter JNB), a SMFG subsidiary, and Promise wiil carry out
a comprehensive alliance that encompasses JNB’s loan business.

(4) SMBC and Promise will engage in joint research with regard to the finance business,
targeting the market for small corporations. -

(5) To promote deeper mutual understanding of each other’s businesses, the SMFG Group and
the Promise Group will implement wide-ranging personnel exchanges that span all levels within
the two groups.

(6) Both companies plan to further expand and upgrade the séope of the business alliance
through measures that will include collabgrative activities between Promise and such SMFG
Group companies as Sumitomo Mitsui Card Co., Ltd. and SAKURA CARD CO., Ltd.
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Change in Major Shareholders through
Strategic Alliance with the Sumitomo Mitsui Financial Group

Today, a change occurred in t.he holdings of the major shareholder of Promise Co., Ltd., to be
followed by a change in the major shareholder on July 14, 2004.

The changes are a result of the strategic alliance with Sumitomo Mitsui Financial Group, Inc.
(SMFG), based on which Promise and major shareholders are selling shares in the Company to
Sumitomo Mitsui Banking Corporation (SMBC) through the following transactions.

(1) Sale of shares by existing shareholders (7,000,000 common shares)

(2) Issue of new shares through third-party allotment (8,900,000 common shares)

(3) Sale of treasury stock (4,330,000 common shares)

I. Change in Holdings of Major Shareholder, Effective July 13, 2004

1. Reason for change in holdings of major shareholder
Based on the strategic aII_iance with SMFG, Promise shareholders transferred 7,000,000 common
shares to SMBC, effective July 13, 2004.
Of that amount, 1,500,000 shares were transferred by the major shareholder in the Company and

5,500,000 shares by other principal shareholder.

2. Name and details of said shareholder (major shareholder)

Name - Occupation

Ryoichi Jinnai Supreme Advisor, Promise Co., Ltd.



3. Voting rights (shareholdings) held by said shareholder (major shareholder) and percent of

total voting rights

Voting Rights Percent of Total \/oting Shareholder Ranking

(Shareholdings) Rights Issued
: {Notes 1 and 2)
July-13, 2004 250,000 units 10.32% No. 1
(Before change) (12,500,000 shares)
July 13, 2004 220,000 units 9.08% No. 1
(After change) (11,000,000 shares)

Notes: 1. Number of shares without voting rights to be excluded from outstanding shares: 4,831,465 shares
2. Number of shares issued at July 13, 2004; 125,966,665 shares

Il. Change in Major Shareholder, Effective July 14, 2004

1. Reason for change in major shareholder

Based on the strategic alliance with SMFG, Promise will transfer to SMBC 4,330,000 common
shares being held as treasury stock and 8,900,000 common shares through a third-party allotment
of newly issued shares. These transactions will result in the following shareholder becoming the

major shareholder.

2. Name and details of said shareholder

Name ‘ Head Office Address Principal Business
Activity
Sumitomo Mitsui Banking Corporation 1-2, Yurakucho 1-chome, Bankin
President and CEO: Yoshifumi Nishikawa Chiyoda-ku, Tokyo g

3. Voting rights (sharehoidings) held by said shareholder and percent of total voting rights

Voting Rights Percent of Total Voting | Shareholder Ranking
(Shareholdings) Rights lssued
(Notes 1 and 2)
July 13, 2004 140,000 units 5.78% No. 3
(Befare change) (7,000,000 shares)
July 14, 2004 404,600 units 15.06% No. 1
(After change) (20,230,000 shares) ‘

Notes: 1. Number of shares without voting rights to be excluded from outstanding shares: 501,465 shares
2. Number of shares issued at July 14, 2004: 134,866,665 shares

(Reference)

Voting rights (shareholdings) held by Mr. Ryoichi Jinnai and percent of total voting rights

Voting Rights Percent of Total Voting | Shareholder Ranking
. (Shareholdings) Rights Issued (Note) .
July 13, 2004 220,000 units 9.08% ' No. 1
(11,000,000 shares)
July 14, 2004 220,000 units ‘ 8.19% No. 2
(11,000,000 shares)

Note: The change in the percent of total voting rights is due to the issue of new shares.



4, Outlook

SMBC is expected to be a stable and long-term sharehalder.

(Reference}

Movement in Promise’s Capital (scheduled for July 14)
Capital on July 13, 2004 ¥49,053,694,164
Capital increase on July 14, 2004 ¥31,684,000,000

New capital on July 14, 2004 ¥80,737,694,164




