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Name and Position of Representative: Naoki Kuroda, President and Representative Director

Name and Position of Contact Person: Shuhei Miyamoto, General Manager Corperate Communications Unit
Date of Board of Directors Meetmg May 16, 2006

Adopnon of U.S. GAAP: No

March 2006 Consolidated Results (January 1, 2006~~March 31, 2006)

TEL (03) 5448—0205

1
(IConsolidated Financial Results {Note) Amounts truncated to the nearest million yen.
’ ‘ i . Net Sales Operating Income Ordinary Income
Fiscal Year to: i Yen Min % Yen Mln % Yen Min 9%
Mar. 2006 27,718 - 9,470 - | 12,304 -
Dec. 2005 | 100716 199 21,077 55.7 22,820 38.1
| Ordinary . '
. Fully Diluted Eamings per] Net Income Income Ordinary
Net Income Eamings per Share . Income to
f Share Return on Equity] Return on
Total Sales
, Assets
Yen Min % Yen  Sen Yen Sen %o, % %
i
Mar. 2006 6,484 - 21 28 - - 32 43 462
Dec. 2005 15485 669 50 61 - — 8.5 8.5 227
(Notc) @ Equity in inv estment retums Mar. 2006 ¥4,067 million Dec. 2005 ¥320 million
@ Average oulslandlng shares
it
‘ " (consolidated) for the period ended: Mar. 2006 304,709,452 shares Dec. 2005 304,979,500 shares
@) Changes in accounting method Yes

@ Percentage changes in net sales, operating income, ordinary income and net income are comparisons to the previous

' pericd.

: @ As the March 2006 period is a three-month reporting period due to a change in accounting period, there are
; no comparisons 3 with the previous period.

(2)Conso]1dated Financial Condmon

i Total Assets Sharcholders” Equity |Shareholders’ Equity Ratioy Book Value per Share
: i Yen Min Yen Min %, Yen  Sen|
Mar. 2006 t 308,659 205,256 66.5 673 93
Dec. 2005 i 293,767 197216 67.1 646 90
(Note) End of period outstinding shares 1. 2006 304 567,933 shares Dec.2005 304,789,235 shares
; {Consolidated)
(3)Consolldated Cash Flows |
: Cash Flows from Operating | Cash Flows from Investing | Cash Flows from Financing |End of Period Cash and Cash
: Activities Activities Activities Equivalents
; Yen Min Yen Min Yen Min Yen Min|
Mar. 2006 9,872 (4,705) 5480 36.175
Dec. 2005 [ 15118 (20,287) 7,845 25,545

(Mltems rel%iting to scope of c:onsolidation and application of equity method accounting

Non-consolidated subsidiaries Affiliated companies reflected

Consolidated SubSIdlanes 27 Co. reflected under the equity method 0 Co. under the equity method 2 Co.
i
{5)Changes in scope of consohdanon and application of equity method accounting.
Consolldalcd Equity Method,
(_Added) (Removed) 0 Co. (Added) 1 Co. (Removed) 0 Co.

0 Co.
I .
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1. .Group Overview;
The Teikoku Oil Group ('i'eikoku Qil Co., Lid. and its affiliates) consists of Teikoku Oy} Co., Lid., 32 subsidianes (of which 27 are
consolidated) and nine affiliates {of which two are reflected in consolidated accounts under the equity method), whose main business
operations and major Group companies are prouped into the following areas.

chmcnf 1\;rlajor Businesses Main Companics

| Japan *Teikoku Gil Co,, Ltd.,*Offshore Iwaki Petroleum Co,, Lid.

' ) *Teikoku Oil (Venezuela) Co., Lid,,

| Teikoku Oil SCT Exploration B.V.,

Teikoku Oil Libya UK LTD, Teikoku Oil Suez SEJ Co., LAd.

Teikoku Oil Algeria (El Ouar) Co., Lid,

Teikokwy O] (North America) Co., Ltd.

Teikokv Oil (Con Son) Co., Ltd., Teikoku Cil Suez SOB Co, Lid,,
: | Teikoku il Nile NQR Co., Ltd.

Natural Gas- , L.,

R:lal:d * *Teikoku Oil (D.R. Congo) Co., Ltd,,

Businesscs | ! *Teikoku Oil Ecuador *The Egyptian Petroleum Development Co., Ltd.,

Oil and natural gas exploration and
‘ development Overscas
0il and

| *Japan Ohanet Oil and Gas Ceo., Lid.
Oil refining storage and shipment Japan Teiseki Topping Plant, Co., Lid,
Natural gas transportation Japan Teikoku Oil Co., Ltd., Teiseki Pipeline Co., Lid.

: ) Suoply of¢i ] o 4 . ; Japan Teikoku Oil Co,, Ltd,, Teiseki Propane Co., Lid., Saitama Gas Co., Ltd,,
i upply of city gas, sales and transportation o P Teiseki Transport System Co., Lid.

' petroleum products - Orverseas Teikoku Oil Company Panama, S.A.

Teiseki Drilling Co., Ltd., Teiseki Real Estate Co., Ltd,,
Daiichi Warehouse Co., Lid.

Other i | Civil construction, well drilling, real estate-
Businesses related businesses, and warchousing services
(Notes) !

1.} Of the major companies listed in the above, Japan Ohanet O & Gas 15 reflecied in consolidated accounis under the equity method,
2. i Companics marked with an asterisk are engaged in crude oil and natural gas production,

Japan

‘ ‘ . |
! Tf)e following is an organizational chart of the relationships within the Teikoku Qil Group.

[Oii and Natural Gas Related Businesses] . (Other Businesses)

(Damestic) .. (Civil Engineering and Drilling)
T i ] Excavation, civil
; engineerin
Offshore Tw ki —E 2 { RRCLAD mgcox
Petroleum, CoNLid! Crude oil refining, Sales of mud-water
: : i slor:;gc of pcdtr(i:f:un_l treatment chemicals f-=—m———mmmmm———— o I
e products, andshipping ) =3 le Telnite Co., Ltd.
feisckulopping Plant CodLid! MNataral 253 transpo ation. % Provision of mud-water e e L a2 !
[ I Pipeline operation, g_ treatment technologies
L i |maintenance and L
| e | |management (Other Businesses)
TQSCL'-I Pil;Wlmc S — ! - g Real estate rental (Renl Estate Relayed)
o P N Sales of LPG o o | A AR E Lf:d.-l
Feischi Propanc, Compitd] o =R { D
L J - Real estate management
. |y
- Salcs of natural gas -
!Smmma Gias Go.!, L?td_lﬂ =3
" : | ‘Transportation of dn'llir_lg .
! . -related equipment and (Other Businesses)
; ‘ | materials, and transport (Others)
Il_l-———l of crude oil etc
ETciSCRiﬂ'mspoﬂ SystemLCO..‘, Ltd.. |™ — m
- A T Sales of petroleum Daiichi\Warchouse ConEtd
4 other companies | products ' 2 other companies

1

(Oil and Natural Gas Related l#usinesses]

{Overseas) . |
‘Tcikoku}}il ;Sucz-SOBAGo.I., Ltd.-
fTcikoku GilINite NQRICOM Ltd!
‘Tcikoku:Oil (D.R_!Gongg)‘_c__g_.". Ltdl Legend:
Crude oil p ~
iTeikoku il Gomm_ny’]’nnams! S.!A.!

1
saes (M) Consolidated subsidiary
Teikoku, 01 Ecuador,

| | .
|@Thc Egyptian Pctrolcum" v = - _. Affiliate
Developient 2Ad!

@ Specialty Company

[EESoTeor ey |
[P EN Sy R4 |

111 other companics o Equity Company
F ' . L J

(Note) The Company has decided to liquidate the consolidated subsidiary Teikoku Oil Suez SEJ Co,, Ltd. in April 2006
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2. Bus iness Performance and Financial Condition

|
r

L Busmess Perfonnance

) O\ervlew of the spec1al fiscal year ending March 31, 2006

: Japan s economy| for the period under review continued to consistently recover, suppornted by strong personal
: consumption and continued increases in privaie sector capital expenditures as well as exports.
. Thc oil environment during this period was characterized by continued high levels of international crude oil
¢ prices, given mcreased demand for oil globally, declining spare production capacity in OPEC, and unstable
| - political conditions i I1n oil preducing nations. As a result, domestic prices for crude oil and petrochemical
3 prodpcls were in a rising trend. On the other hand, while the competitive environment continued to be severe
reflecting progress in deregulation and increasing social awareness of the environment, demand continued to
mcr\j:asc centering on industrial demand which was aided by the sharp increase in crude oil prices.
Gnven this environment, the Teikoku Oil Group continued working to ensure domestic and overseas sources
; of energy in an eﬂ"onl't to provide a long term stable supply of energy as our contribution to an abundant society.
Domestlcally in addmon 1o active exploration and development activities and efforts to develop new
] demand for natural gas the Group continued working to expand its domestic business base by increasing
capacity at its main Minami Nagaoka gas field, and expanding its pipeline network. Overseas, the Group
13 continued to slrategilcally develop new projects with a particular focus on South and Middle America as well as
' North Africa. |
'~ Inaddition, with rf:gard to the business integration with INPEX CORPORATION, following the approval of
‘proposals at extraord‘inaxy shareholder meetings of both companies on January 31 of this year, a new joint
~holding company, INPEX Holdings Inc. was established on April 3 as the result of the joint stock transfer.
Net sales for the penod were ¥27.718 million, while ordinary income was ¥12,804 million, reflecting equity
_in earnings of afﬁhates from the sale of investment securities. Net income for the period was ¥6,484 million
‘due to special losses such as existing investment value as the result of a basic agreement to amend the operating
service agreement for a Venezuela project.

Businéss performance by operating segment was as follows.
! i
[0il & Gas) !
: Nei sales of majnli;ne natural gas were ¥12, 951 million, reflecting the contribution from efforts to increase
domestic sales and variable seasonal factors, as sales levels tend to be relatively higher during the winter
season. i
+ In terms of crude oil and petroleum products, continued high selling prices from the previous period resulted
jn crude oil sales of ¥|3 995 million and petroleum product sales of ¥9,867 million.

As a result, total sales for the segment were ¥27,392 million, while operating income was ¥9,390 million
ov.mg 1o a decline in domestic exploration activities.

‘
I

{Others] [
[n'the drilling opelratmns sales were recorded for geothermal well drilling construction, resulting in total
segmem sales of ¥325 million and operating income of ¥9 million.

i In additiom business performance by geographical segment was as follows.

1 |

@ Japan l

" In addmon to favorable sales of the main product of natural gas, selling prices for petroleum products
qontmued at high lcvels as was the case the previous fiscal year. As a result, total sales in Japan were ¥23,144

million, while a decline in exploration activities resulted in operating income of ¥7,117 million.
) i

I
4
1 —_ 3 —_
|

| i
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'@ Africa i :
Gwen the contmued high level of crude oil prices w thh continued from the previous period, sales were
. ¥2,564 million and operating income was ¥2,116 million, :
i
- @ Middle and South America !
~ Ascrude oil pnces continued at high levels from the prevlous period, sales were ¥2,009 million and
opcraung income “ as ¥198 million. i
| |
'@ Other Regions | :
Thcre Were no saJes or operating expenses recorded from Other Regions for the penod

F ;
¢ | !
|




' (Cash Flows from lnvesung Activities)

2. Financial Condition ‘I

(1) Balance Sheet Conciition
" As was the case during the previous period, the Group endeavored to efficiently utilize funding sources within
the Group inan effortllo maintain a healthy balance sheet during the period in response to a continued high level
of fund demand for domesuc and overseas operations. |
3 Total assets at the end of the period were ¥14,892 million higher at ¥308,659 million compared to the end of
the prior reporting period (end of December 2005). Of this total, current assets increased ¥7,278 million from the
end of the prior period to ¥65,864 million. The major reason for this increase were increases in marketable
securities and cash on!hand and bank deposits. Fixed assets wfere ¥7.614 million higher than at the end of the
pnor period at ¥242, 794 million. This mainly was due 10 an increase in the current value of investment
SCCU]’II]CS included in mveslments and other assets, and an mcrease in the construction in progress account
mcluded under propen) plant & equipment given progress m construction to expand production capacity.

Tolz?l liabilitics mcrleased ¥6,854 miltion to ¥101,083 m:lllon from the end of the previous period, with the
mam reason for the increase being long-term borrowings for new capital expenditures such as new pipeline’
construcuon, and hjghler valuation differentials on inv eslmcnt securities which resulted in an increase in deferred
tax liabilities. | '

- Shareholders’ equlty increased ¥8,040 million to ¥205,256 mﬂhon compared to the end of the prior period
due to an increase in eammgs surplus and and increased valuatlon differential for other marketable secunities.

As a result, sharcholders equity ratio at the end of the period was 66.5% compared to 67.1% at the end of the
prior penod and book ‘value per share was ¥673.93 versus ¥646 90 at the end of the previous period.

P '
(2)“ Cash Flows |
b Cash and cash equwalems {hereafter, funds) at the end of the period were ¥10,629 million
lugher at ¥36,175 million compared to the end of the previous period (December 2005).
-The status of cash flows from operating, investment and f'mancmg activities and the factors affecting each are
as follows ‘

I‘

(Cash Flows from Operatmg Activities)
Cash flows provided flrom operating activitics were ¥9 872 mlllllon The main sources of cash inflows were
pretax income of ¥10,216 million and a decrease in accounis gecelvable of ¥2,690 million.

Cash flows used in mvestmg activities were ¥4,705 million, ThJs mainly was the result of expenditures of
¥3 545 million to acquire tangible fixed assets, and cxpendllures of ¥683 million in the exploration and
development investment account. 1
. [}
(Cash Flo“ s from Fman'cmg Activities) !
Cash flo“s provided by financing activities were ¥5,480 rmlhon The main source of these cash flows was long-
térm borrowings of ¥7,!945 million
|

Furthq:‘more, the trenﬁ in the Group’s cash flow indicators is as follows.

| | Dec. 2003 | ! Dec. 2004 Dec. 2005 Mar. 2006
* | Shareholders’ Equity Ratio (%) 69.1 | 69.0 67.1 66.5
Shareholders Eqmt} Ratio at Current i

727 | 72.3 160.2 140.2
' Market Prices (%) E
{Years Needed to Repay Debt (Years) L 0.9 1.9 o

Interest Coverage Ratio (X) 440 | ¢ 51.5 22.2 57.3
|

1
— 5 — l




' | X .
| | o b ; |
(Notes) 1. Shareholders’ Equity Ratio: ‘Shareholders’ equity/Total assets
' Current Value Shareholders’ Equity:  Current market capllallzatlonfl' otal assels
Years Needed to Repay Debt: Interest-beaning debt/Operating cash flow
]nterest Coverage Ratio: Operating cash flow/Interest p'éid

2. All indicators are calculated based on consolidated financial statement amounts.

3. S‘mckI market capitalization is calculated'using end of peried stock pn'cy: X end of period
outstz}nding shares (excluding treasury stock). In addition, the end-of-year stock _pn'ce used for
the current fiscal year is the closing price before the day of delisting.

4. Operating cash flow used is the amount of operating cash flows as given in the Consolidated
Statements of Cash Flows. Interest-bearing debt includes all of the deblt that is recorded on
the Consollda(ed Balance Sheets for which interest is paid. In addition. the amount of interest
paid used is given in the Consolidated Statements of Cash Flows.

5. As the March 2006 accounting period is a three-month accounting period due to a change in
acco:unting period, years needed to repay debt has not been included.

3. Business and Other Plusks
Regarding risk in the Group’s businesses and other risks, lhe following items may have a material impact on
investor decisions. l

i In addition, while the following contains items that refer to the future, the description of such items is based
on the Group’s assessment as of the end of the accounting peried under review and is b‘lised on the information
available at that time.;

(1) Characteristic Risks?of the Business .

The oil and natural gas exploration activities of the Group normally involve a significant amount of
mves(ment and long ];enods of time between project start and the recovery of capital invested. In addition, the
business involves the charactensuc risk of all exploration and production operations in hlat there is no guarantee
that the resources found will be of sufficient scale to be commercially developed, and rrioreover that the
probablht} of sucha dlscovery is low. After commercialization, there is also the risk that fluctuations in crude
oil prices, exchange rates and other market prices could lead to changes in the operatmg” environment such as
increased investment, imcreased operating expenses that reduce expected returns, w hich'could have a negative
1mpact on the Group® s financial performance.

. In order to mlllgate these risks, the Group’s investment allocations in the exploration and development
busmess are managed within levels that do not pose a serious risk to its financial health!| At the same time, the
Group endeavors to nunmuze this risk by improving its technological and project evaluémon capabilities and
e'eeking to participate in different types of projects in order to create an optimal business portfolio.

(2) Country Risk |
- The Group’s overseas oil and natural gas resource development activities are often in'regions that present a
lugh degree of eoumry risk, and changes in the respective countries’ political, economic, policy, legal and tax
reglmes could have a potennal impact on the Group’s overseas operations.
h Currently, the Group s strategic regional focus is on Middle/South America and North Africa, and the
Group is working to strengthen its ability to analyze and respond to potential risks lhrough increased
understandmg, knowledge and experience in these regtons. In addition, the Group is w orkmg to further
minimize risk by combmmg different types of businesses and by forming partnerships with companies having a
uell-establlshed tracklrecord in that region.
! t
(3)'011 Price, Exchange Rate and LNG Price Fluctuations
. As the Group sells cmde oil and petrochemical products both in Japan and in overseas markets, fluctuations
in crude oil prices and exchange rates can have an impact on the Group’s financial perib"rmance In natural gas

_6_
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sales, price ﬂuctuallclans in LNG and compelting encrgy prices can exert downward pressure on selling prices and

Iherefore impact the Group s financial performance.

- Moreover, as the majonl) of natural gas sold in the Japanese market 15 sold under comracls with fixed selling
pnces for the full ﬁscal year (from April to March of the following year), the impact of temporary fluctuations
1in markel prices is nqmmal

4 Natural Gas Demand Fluctuations
- Consumer demand for natural gas, which is a major product for the Group, is easily affected by changes in
“ eather conditions such as temperature and humidity. In addition, the growth in recent. ycam of industrial
demand could be negam'ely affected by restructuring among corporate customers, w h.lCh would lead to
sngmﬁcanl changes i m demand and as a result have a significant impact on the Group’s: ﬁnancnal performance.

(5) Changes in the Marlket Environment Caused by Deregulation
Competition in the domestic natural gas business is intensifying given the liberalization of energy markets
and the entry of new cornpctllors crossing traditional business domains in electric power, gas and oil. In
addmon, the ratifi lcatlon of the amended Gas Utility Industry Law in April 2004 requires that “gas pipeline
_ operators” to provide contracted supply has made the operating environment more competmve As a result, the
Group is facing increased price competition for not only new customers, but also for e\nslmg customers. Such
changes in the market environment could have a material impact on the Group’s ﬁnanc1a1 performance.
In response, the Group is working to enhance its superior market position by more cffecuvcly utilizing its
jlamral gas reserves t? improve price competitiveness.

(6) Natural Disasters and Accidents
The Group’s etcavanon, oil and natural gas devetopment, production and transportanon activities incur

opemllona] accident and natural disaster risks that are inherent to the nature of the mmmg business. In addition,
the occurrence of a large natural disaster or an accident could not only cause direct lossclzs, but also potentially
result in compcnsaliofn being paid to third parties, administrative penalties and/or loss of reputation or other
1ntang1ble losses. 4
The Group is “orkmg to mitigate such risk by strengthening everyday safety and compliance, has established
cr1s1s management procedures and is maintaining sufficient amounts of insurance to cover such contingencies.

I
! |
I
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3. Consolidated Financial Statements

(1) Consolidated Balance Sheets

Consolidated Fiscal Year Ended

W '
Consolidated FiscaljYear Ended

' ‘ December 31, 2005 March 31, 2006 (I(;‘;‘f;s::)
|
|
. : 2
Account Notes Value (¥ Min) I ’IE::I Value (¥ Mln) 'ﬁ::i (J‘Y :;L;:)
(As:?eLs) |
1 Cullrrem Assels i
1! Cash & deposits 13,387 19,268 5,881
2.; Notes, accounts receival;:ule 15,921 13,200 (2,721
3 Marketable securities | 9,182 18,332 9,150
4. Inventories i 6,330 6,308 (22)
5. Others ' 13,771 s,’liiﬁz (5,009)
: |
O bl sccounts © @ »
‘jTolal Current Assels | 58,586 199 65,§64 21.3 7.278
Il Property, Plant & Equipme:m
l,:ITangibIe Assets :
:(l) Buildings & structures *12 138,189 138,386
g::::f;::) ‘; = 58,843 79,346 60,324 78,062 (1.284)
@ Wells P 58,172 58,246
: . , |
: g::r‘:c]:’;;l‘;n 57.762 400 58,012 233 \ (176)
f(3) Machinery & vehicles | *1,23 88,280 89,072
? dc:;‘::f;“l‘; | 75,986 12,293 - 76,338 12,734 441
:(I4) Land 13 8,676 8,698 22
ES) Construction in progr:ess 24,417 26,499 2,082
{6) Others i *] 1,556 1,552
, g“"‘“‘.“‘“."e i 1,280 275 1,283 268 )
" epreclation 1
© Total Tangible Assets | 125418 | 427 126497 | 410 1,079
2. _[Intangib]e Assets ‘ ‘
(‘l) Exploration rights ‘ ] 0 -
(2) Others \ 24 811 1,028 217
‘ Total Intangible Assets 811 03 1,0%3 0.3 217




Consolidated Fiscal Year Ended

f
Consolidated FiscalJYear Ended

i December 31, 2005 March 31, 2006 Increase/
: (decrease)
i | (%) (%)
i | Notes \Y/ Value
: Account ! Value (¥ Min) Total alue (¥ Mln) Total | (¥Min)
3. Investments & Long-Térm
Receivables !
(1) Marketable securiliés *1.5 96,025 104]963 8938
1
; (2)Long-term loans | 1,217 l|673 456
: (3) Exploration & ‘i ’ ]
: development 3,312 802 (2,510)
investment “
i !
(4) Others l 11,346 111311 (35)
5 :
" (5) Less: Allowance for |
doubtful recci\'ablps (6) (23) an
: |
i {6) Less: Allowance for
i exploration & _ (545) 545)
development | ' (
investment losses |
(7) Less: Allowance for
losses on overseas (2,946) 231% 33
investments
Totl Investments and 108,949 | 37.1 nshes | 34| 6319
Long-Term Receivables ’ : | ' !
| ; |
| potal Property, Plant &, 235180 | 80.1 242!794 78.7 7614
. Equipment | ’ {
| Total Assets i 293,767 | 100.0 308659 | 1000 | 14,802
i: |
(Lialbililies) !
I Current Liabilities ;
i
1: Notes & accounts payable 3,006 2,832 (174)
2: Short-term bank loans | "l 5175 5,448 273
; | f
3. Accrued expenses | *l 14,323 12.712 (1,611)
’ i
4. Accrued income taxes ; 2,905 2;!290 (615)
5‘ Others | 3,588 4872 1,284
' Total Current Liabilities 28.998 99 28156 9.1 (842)
i L;_Jng-Tcnn Liabilities I
1! Long-term debt \ *] 23,847 30,519 6,672
ZEj Deferred tax liabilities . 23,277 24454 1,177
3. Accrued employee |
retirement benefits | 6.491 6’IS|20 29
4: Accrued director retirement 004 | R79 @5
compensation “
5.Accrued cost of I
i abandonment of wells 10.229 9‘ﬁ40 (1,189)
6.iReserves for special repairs 160 Il!GO -
7! Others *1,4 319 1,352 1,033
iTotaI Long-Term Liabilities 65,230 222 72,‘%’27 236 7,697
\Total Liabilities 94229 | 32.1 101083 | 327 6854

|
I
I
|
|
[
!
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Consolidated Fiscal Year Ended

Consolidated Fiscal ?{car Ended

i December 31, 2005 March 31, 2006 (I‘f‘e‘:r‘f:::)
|
! ' %) )
T ! Notes Value
Account | Value (¥ Mln) Total Value (¥ Min) Total ¥ Min)
(Minority Interests) ’
‘Minonty interests in | ;
‘Tconsolida!cd subsidiaries 2,320 0.8 2,318 0.8 @
(Sh:;;choldcrs’ Equity)
I Commeon stock | * 19579 | 67 19579 | 63 -
11 Cz;piial surplus ! 11,230 38 11,222 36 (8)
' 1
11 Retained eamings | 127,688 43.5 131,745 427 4,057
A . Lo
IV Unrealized holding gains on 39081 | 133 42286 | 137 3205
secunties | "
V Translation adjustments 457 0.1 423 0.2 (34)
‘ |
VI Treasury stock *3 (820) (0.3) ll_ - 820
Total Shareholders’ Equity 197216 | 67.1 205256 | 66.5| 8,040
' !
Total Liabilities, Minority A
Interests & Shareholders’ 293,767 100.0 308,659 100.0 14,892
Eauiy ||
Il

|
|
i
|

|
|
|
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(2) Consolidated Statements of Income

Consoltdated Fiscal Year Ended

Consolidated Fiscal Year Ended

5 I December 31, 2005 March 31, 2006
- | N (%) (%%)
' otes
Account | Value (¥ Min) Total Value (¥ Mln) Total
n ]
[ Net Sales 100,716 |  100.0 2718 | 100.0
I Cost of Sales 55473 | 551 12807 | 462
Gross Profit 45,243 44.9 14,910 :53 B
1l Exploration Expenses .
L. Expl‘oration expenses 4,268 742 !
2. Exploration subsidies (170) 4,097 4.1 ey 740 27
1V Selling, General & *1,2 20,068 | 199 4699 | 169
Administrative Expenses
Operating Income 21,077 209 9,470 342
V Other Ipcome !
1. Interest income 253 122 '
2. Dividend income 736 348 .
. - |
3. Oil & gas royalties 721 209 .
4. Equtly‘m eamnings of 320 4,067
affiliates
5. Rcvérsal of allowance for
losses on overseas - 32
investment
6‘ Rental income 480 117
7 Foreign exchange gain:s 482 —
8. Miscellaneous income 605 3,600 36 352 5,249 18.9
Vi iOIher Expenses
I Interest expenses 608 135
2 Amortization of exploration . 1067 '
* & development rights ’
3 Allowance for exploratlion & i
¢ development investment = 545
i losses
4 Allowance for losses of
: . 928 -
p  Overseas investment
5 Allowance for cost of 95 8
) abandonment of wells
6 Cost of rental income 93 48
7 Foreign exchange loss — 7 ,
8 Miscellaneous losses 131 1,857 18 101 1,915 69
I
: Ordinary Income 22 820 227 12,804 46.2




Consolidated Fiscal Year Ended

December 31, 2005

Consolidated Fiscal Year Ended

March 31, 2006

Account

Notes

Value (¥ Min)

(%)
Total

Value (¥ Min)

(%)
Total

h X
B |
: |
. !
VllﬂExlraordinary Income ‘
1. Gain on the sale of ﬂxc{d

assets
I
2. Gain on the sale of
marketable securities

3I. Reversal of allowance f:or
doubtlul receivables

VIII Extracrdinary Losses

1. Losses on overseas |
operations

2. Impairment losses

Income Before Income
Taxes and Minority
[nterests

Corporate & local taxes
Tax adjustments |

Minority interests in i
eamings of consolidated
subsidianes

i Net'Income for the Pe‘riod

*3

*

*5

146

3,430

1 3,578

275 275

26,122

10,086
264 10,350

287

15,485

35

03

259

10.2

0.3

154

2,587

2,587

4,485
(753)

10,216

3,731

6,484

93

36.9

13.5

234

|
:

'
[
|
!
t
1
|

|
!
|
|
1
'
i
I

t
v |




i

: | |
(3) Consolidated Statements of Shareholders’ Equity

‘\ : Consolidated Fiscal Year Consolidated Fiscal Year Ended
| Ended December 31, 2005 March 31, 2006
i
Account l Notes Vatue (¥ Mln) Value (¥ Min)
(Capital Surptus) |
I Beginning of period balance 11,225 11,230
11 Iﬁlcreasc during the year |
et ; : : ;
111 Decrease during the year'
lé-- gzzi]r{cmcnl of treasury I — _ 10 10
IV End of year balance | 11,230 11,222
‘ !
(Re;yaincd Eamings) l
I El'jeginning of period balanlcc 114,999 127,688
11 increﬂse during the year
l Net income for the pcrriod 15,485 6,484
2. Increasc in equity of i
i retained earnings of 1 - 15,485 146 6,631
I affiliates ‘
Il Decrease during the year:
‘1 . Dividends paid " 2,745 1371
2 Director bonuses ; 50 50
" (Auditor portion) ‘ (6) (6)
; Rctire'mem of treasury _ 2,795 1153 2,575
; stock
v ;an of period balance 127,688 131,745




Il
(4) Consolidated Statement %Jf Cash Flows

Consolidated Fiscal Year

Consolidated Fiscal Year

' ' Ended December 31, 2005 Ended March 31, 2006
i
|
Account Notes Value (¥ Min) Value (¥ Mln)
I Cash Flows from Operating/Activities
. L
. 3 . .
Income before income taxes and minornity 26.122 10216
interests !
b
Depreciation expenses 8,962 2,187
Losses on overseas operations - 2,587
t
Impairment losses 275 -
Increase (decrease) in accrued retirement
: 10 29
benefits |
Increase (decrease) in Iprovisinn for
exploration & development investment - 545
losses
Increase (decrease) in other reserves 1,029 24)
Interest and dividend income (990 470
Interest expenses | 608 135
Loss {gain) on equity in eamings of
affiliates (320) (4,067)
Loss (gain) on the sale of marketable (3.430) _
securities
: Gain on the sale of ﬁ)ul:d assets (146) -
' ) |
| Decrease (increase) in noies and accounts (3,119) 2,690
| receivable |
: ‘
I Recovery of exploralicin & development 2 866 200
! investment ’
‘ Decrease (increase) in jinvcnlorics (690) 16
: Decrease (increase) in iolher operating 5] 185
. assets
{i
v Increase (decrease) accounts payable 290 (&)
. Increase {decrease}) in deferred taxes (229) 143
: lpcr_egs}c (decrease) in other operating 177 (1,386)
. liabilities |
‘ Bonuses to directors and statutory auditors (50) (50)
' Others | (6,566) 1,885
. [
" Subtotal | 24,853 14,765
 Interest and dividends ::'ecci\'ed 990 630
. Interest paid (679) (172)
" Corporate and local tax:cs paid (10,045) (5,350)
Net Cash Provided by Operating Activities 15,118 9,872




.

Consolidated Fiscal Year
Ended December 31, 2005

Consolidated Fiscal Year
Ended March 31, 2006

Accou:nl Notes Value (¥ Mln) Value (¥ Min)
II Cash Flows from Investinlg Activities

i Decrease in time deposits (2,197) (1,001) .

Redemption of time deposits 2,223 1,116
Pgrchases of market;able securities (2,749} (1,499) :

iecclilerl_:'lﬁ]:tsmns and sa]les of marketable 2256 1,499
Decrease (increase) in short-term loans (65) 70

Additions to property, plant and equipment (19,980) (3,5435)
Proceed_s from the sale of property, plant 222 13 I
and equipment .

Additions to imangilla]c fixed assets (93) (299)

Purchases of investment securities (1,484) (296)

i‘ iﬁeﬁﬁgm and sales of investment 5898 373
: Purchases of stock irll subsidiaries (107} -,

Long-term loans {973) (550)

| Recovery ofl;mg-tm!'m loans 429 94

Payments for cxploriation & development (3.083) (683)

i investments

g; Others I (530) 2

Net Cash Provided by Investing Activities (20,287) (4,705)
11 leash Flows from Financilng Activities

, :gg:zasc (decrease) l'l'l short-term bank (80) _

, Proceeds from Iong-;‘.erm debt 14,860 7.945

‘ Repayment of long-tferm debt (3,866} (986)

!L Net purchases of trcz:tsury stock (336) (340)

| Dividends paid | (2,729) (1,137

: Dividends paid to miinon'ty shareholders (2) -

: Net Cash Provided by !::inancing Activities 7,845 5,480
v fiiffect of exchange rate c?hanges on cash 632 (17
v l\.:]ett: ézf::?::tgdecreas‘:) mé cash and cash 3,309 10,629
V1 C;!.;]; ;:g:;sh equivalenl;s at the beginning of 22234 25 545
VIIT:Incrca'le: ir_l ca_sh arisin_g i'rc?m the inclusion of 1 _

: subsidiaries in consolidation
VH‘I Cash and cash equivale:nts at the end of the .1 25.545 36,175

i period




|

Significant Accounting Policies Used in the Preparation of Consclidated Financial Statements

Previous Consolidated Fiscal Year
" {from January 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Year
{from January 1, 2006 to March 31, 2006)

1. Items related to scope of consolidation
(1) Number of consolidated subsidiaries:27
The names of major subsidiaries consolidated are contained
- in the “1. Group Overview” section. In addition, the newly
ustablished Teikoku Qil Ecuador, Teikoku Oit Suez SOB
. Co., Ltd. and Teikoku Oil Nile NQR Co., Ltd. were
. included in the scope of consolidation in the fiscal year.

‘Teikoku Oil Libya UK LTD was included in the scope of

consolidation from the fiscal year because of its increasing

importance.

In additton, Teikoku Oil {(Sanvi-Guere) Co., Lid. was
excluded from consolidation because of a merger with
Teikoku Oil (Venezuela) Co., Ltd. on June 1, 2005.

Teikoku Oit Suez KEZ Co,, Ltd. was excluded from
consolidation in the fiscal year because the company was
liquidated.
(2) Names of Major Non-Consolidated Subsidiaries
Major non-consolidated subsidiaries:
- Sakata Natural Gas Co., Ltd.,, Teikoku Oil de Blugos, S.A|
de C.V.
(Reason for exclusion from consolidation)
Both these non-consolidated subsidiaries small in size, and
total assets, net sales and net income (the equity portion) as
well as eamings surplus (the equity portion) would not
! have a significant impact on the Group's consolidated
. financial statements.
2. Items conceming scope of equity method accounting
(1) Affiliated companies recorded under the equity method:
' 1 Company
Company Name
Japan Ohanet Oil & Gas Co., Ltd,

(2) Names of major non-consolidated subsidiaries not
. accounted for under the equity method.
: - Sakata Natural Gas Co., Ltd., Teikoku Qil de
Blugos, S.A. de C.V.
(j\Rﬁason for the exclusion from equity method
accounting)
'fhe companies not reflected under the equity method in
cf,pnsolidated accounts because the total value of both net
ill;lcome (the equity portion) and eamings surpluses (the

equity portion) does not have a significant impact on

consolidated financial statements.

1. Items related to scope of consolidation
{1) Number of consolidated subsidiaries: 27
As the names of major substdiaries are contained in the
“1. Group Overview” section, they are omitted here.

(2) Names of Major Non-Consolidated Subsidiarics
Major non-consolidated subsidiaries:
-8akata Natural Gas Co., Ltd., Teikoku Oil de
Blugos, S.A. de C.V,
(Reason for exclusion from consolidation)l

Same as left

2. Items conceming scope of equity method accounting
(1) Affiliated companies recorded under the equity method:
2 Companies
Company Names
Japan Ohanet Oil & Gas Co., Ltd.
Dai-ichi Petroleum Development Co., Ltd.
Due to the growing importance of Dai-tchi Petroleum
Development Co., Ltd., the company was inclided in
consolidated accounts under the equity method from
the current fiscal year.
(2) Names of major non-consolidated subsidiaries not accounted
for under the equity method.
Same as left

{Reason for the exclusion from equity method
accounting)

Same as left




Previous Consolidated Fiscal Year
(from January 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Year
(from January 1, 2006 to March 3 1, 2006)

(3) The accounting year used for all companies reflected
under the equity method is December 31 of each year. In
addition, while the financtal statements of each company
are used in the preparation of consolidated financial
statements for each year, adjustments have been made for
important transactions between the subsidiary reporting

date and the reporting date for consolidated accounts.




Previous Consolidated Fiscal Year

{from January 1, 2005 to December 31, 2005}

Current Consolidated Fiscal Year

{from January 1, 2006 to March 31, 2006)

. Items conceming the business accounting year for

consolidated subsidiaries.

T_he accounting years for consolidated subsidianies

are all the same as the Company’s.

3. Items conceming the business accounting year for consolidated
subsidianes.
The end of fiscal year accounting dates for consolidated subsidianes

are as follows.

Company Name End of Note
Accouﬁting
Year

Teikoku Qil (Venezuela) Co., Ltd. Dec. 31 2
Teikoku Oil SCT Exploration B.V. Dec. 31 1
Teikoku Oil Libiya UK LTD Dec. 31 1
Teikoku Oil Suez SEJ Co., Ltd. Dec. 31 1
Teikokn Oil Algena(El Ouar) Co., Dec. 31 1
Ltd.

Teikoku Oil (North Amenca) Co., Dec. 31 1
Ltd.

Teikoku Qil Algena Co., Ltd. Dec. 31 1
Teikoku Oil (Con Son) Co., Ltd. Dec. 31 1
Teikoku Oil Suez SOB Co,, Lad. Dec. 31 1
Teiseki Drilling Co., Ltd. Mar. 31 3
Teiseki Real Estate Co., Ltd. Dec. 31 1
Teiseki Pipeline Co., Ltd. Mar. 31 3
Teiseki Propane Co., Lid. Dec. 31 1
Teiseki Topping Plant Co., Ltd. Mar. 31 3
Teikoku Oil Nile NQR Co,, Litd. Dec. 31 1
Teikoku Oil (D.R. Congo) Co,, Ltd. Dec. 31 2
Offshore Iwaki Petroleum Co., Lid. Dec. 31 2
Teikoku Oil Ecuador Dec. 31 2
Teikoku Oil Company Panama, S.A. Dec. 31 2
Sattarna Gas Co,, Ltd, Dee. 31 1
The Egyptian Petroieum Co., Ltd. Dec. 31 1
Teiseki Transport System Co., Ltd. Dec. 31 1
Teikoku Oil de Venezuela, C.A. Dec. 31 2
Teikoku Oil Venezuela, B.V. Dec. 31 2
Teikoku Oil de Sanvi-Guere, CA. Dec. 31 2
Teikoku Gas Venezuela, C.A. Dec. 31 1
Daiichi Warehouse Co., Ltd. Dec. 31 1

Note 1: Subsidiary financial statements as of the reporting date
(excluding income statements) are used. However, adjustments
have been made for important transactions between the
subsidiary reporting date and the reporting date for
consolidated accounts

Note 2: Provisional accounts are prepared as of the consolidated
reporting date. In addition, financial statements for the period
from Jan. 1, 2006 to March 31, 2006 have been used because of]
the change in the Company’s accounting period.

Note 3: The Company's accounting period has been changed from
December 31 of each year to March 31 of the following year

from the current fiscal year. .

18 —




Previous Consolidated Fiscal Year
(from Janvary 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Year
(from January 1, 2006 to March 31, 2006)

4. Items concemning accounting standards
(1) Valuation standards and methodologies for major assets.

"® Marketable securities

i Other marketable securities
(With current market values)
Current value method is used based on the
Market price as of the date of accounts (valuation
Differentials are reflected under the total value
inclusion in shareholders’ equity method, while
liquidation cost is based on the moving average
method),

{Without current market values)

Valued at cost using the moving average method.

@) Inventories

Products ... Are primarily valued using the
moving average cost method.
Supplies............... Moving average cost method

Unfinished Construction Costs
Valued by the individual cost
method
(2) Depreciation methods for major depreciable assets
@ Tangible assets
" Main method used is straight line depreciation.
In addition, useful life is as prescribed in the
corporate tax law, while well and some machinery

. (offshore platforms and related facilities) is depreciated

»  based on the actual remaining balance (0).

(@ Intangible assets

© Straight line depreciation is used.

© In addition, vears of useful life is as prescribed in

i corporate tax law, while software used for interal
purposes is depreciated based on a useful life for intemal
purposes of five years.

4. Items conceming accounting standards
(1) Valuation standards and methodologies for major assets.
(D Marketable securities
Other marketable securities
(With current market values)

Same as left

|
{Without current market values) '
Same as left
(@ Inventories _
Products..................Same as left -
Supplies..................Same as left
Unfinished Construction Costs......

Same as left

(2) Depreciation methods for major depreciable assets
(D Tangible assets

Same as left

® intangible assets
Straight line depreciation is mainly used.
In addition, useful life is as prescribed in corporate
1ax law, while software for internal purposes is
depreciated based on a useful life for intemnal
purposes of five years. In addition, for exploration
and development rights at the prospecting slage,
expenditures are expensed in the accounting year
incurred, while those at the production stage are

expensed in accordance with production volume.

(Change in accounting method)

Expenditures for the acquisition of rights for
exploration have heretofore been expensed as
exploration expenses, but from the current fiscal
year have been recorded as exploration and
development rights, and expensed in total as other
expenses. This change was implemented to
standardize accounting with INPEX
CORPORATION in preparation for the
establishment of INPEX Holdings Inc. as the joint
holding company for both compantes.




Previous Consolidated Fiscal Year
{from January 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Year
(from January 1, 2006 to March 31, 2006}

(3) Standards for important allowances
(@D Allowance for doubtful receivables
In order to provide reserves for bad debts, amount
irrecoverable is estimated based on historical default
ratios for general debts and an assessment of the
possibility of recovery for each debt.

©

. @ Allowance for losses on overseas invesiments

1 Allowance for losses on overseas investments is
provided for possible losses arising from investments
in the devetopment of natural resources at an amount
determined by the condition of the assets of the

investees and certain other factors.

As a result, compared to the previous accounting
method, reported operating income has increased
¥1,067 million, while there is no impact on ordinary
or net income.
In addition, the' impact on each segment is contained
in the (Segment Information) section.
(3) Standards for important allowances
(D Allowance for doubtful receivables

Same as left

® Allowance for Explomtion & Development Investment
Losses
In order to provide for losses in subsidiary company
exploration & development investment accounts, an
allowance is allocated and recorded according to the

recoverable amount of each project.

(Change in Accounting Method)
Investments in operations at the exploration stage have
heretofore been recorded as exploration expenses, but
from the current fiscal year, recoverable business
expenses based on production sharing contracts have
been recorded in the exploration and development
investment account, and an allowance for exploration
and development investment losses has been recorded
as other expenses.

This change was made in order to standardize
accounting methods with INPEX CORPORATION in
preparation for including both companies as
subsidiaries under the new INPEX Holdings Inc. joint
holding company.

As a result, while reporting operating income is ¥545
million higher than under the previous accounting
method, there is no impact on ordinary income and net
income,
In addition, the impact on cach segment is explained
in the (Segment Information) section.

@ Allowance for losses on overseas investments

Same as left




) Previous Consolidated Fiscal Year
i (from January 1, 2005 to December 31, 2003)

U

Current Consolidated Fiscal Year
{from Janvary 1, 2006 to March 31, 2006)

. @ Retirement allowances

| Employee retirement allowances are calculated
based on the retirement benefit obligation and the
estimated value of pension plan assets at the end of the
accounting period.
Actuarial gains or losses are amortized in the vear
following the year in which the gain or loss is
recognized by the straight line method over a 10-year
period that is shorter than the average remaining
emplovee years of service.

(® Director retirement compensation reserves
The Company has made provisions for the estimated
amount of director retirement compensation at the end
of the period.

& Accrued cost of abandonment of wells.
The accrued costs incurred when wells are abandoned
are allocated for the period based on plans for the
abandonment of such wells.

(4) Standards for conversion of foreign currency-

denominated assets and liabilities into Yen
Foreign currency-denominated monetary liabilities are

converted into Yen at the prevailing exchange rate as of

. the date of accounts, and the resulting losses or gains are

: reflected in the statements of income. In addition, income
! and expenses for the assets and liabilitics of overseas

. subsidiaries are converted into Yen at the prevailing
exchange rate as of the date of consolidated accounts,

: with the resulting losses or gains being reflected in

shareholders’ equity under the foreign exchange

translation adjustments account, or in minonty interests in

i earnings of consolidated subsidiaries.

(Chzimge in accounting method)

i From the current financial year, the conversion rate for
translation of consolidated overseas subsidiary revenues
. and expenses into Yen has been changed from a the
! prevailing exchange rate as of the date of consolidated
accounts to the average exchange rate for the accounting
;upen'od. Given the growing importance of overseas
"subsidiaries, this change has been made to better reflect
‘actual revenue and expense flows during the fiscal year.
| As a result, reported ordinary income and income before
'j.taxes and others was ¥117 million less than under the
J'_pn'or conversion method. In addition, the impact by

segment is described in the (Segment Information)

|section of this report.

@ Retirement allowances

Same as left

(® Director retirement compensation reserves

Same as left

(@ Accrued cost of abandonment of wells.

Same as left

(4) Standards for conversion of foreign currency-

denominated assets and liabilities inte Yen

Foreign currency-denominated monetary liabilities are
converted into Yen at the prevailing exchange rate as of the
date of accounts, and the resulting losses or gains are
reflected in the statements of income. In addition, income
and expenses for the assets and liabilities of overseas
subsidiaries are converted into Yen at the prevailing
exchange rate as of the date of consolidated accounts, with
the resulting losses or gains being reflected in shareholders’
cquity under the foreign exchange translation adjustments
account, or in minonty interests in earnings of consolidated
subsidiaries.

i _21_




Previous Consolidated Fiscal Year
{from January 1, 2005 to December 31, 2005)

Current Consohdated Fiscal Year
(from January 1, 2006 to March 31, 2006)

(5 Accounting methods for major lease transactions
: Finance leases transactions where ownership is not
transferred to the lessee are accounted for in the same
manner as regular lease transactions.
(6) Accounting methods for major hedge
transactions
(D Hedge accounting methods
Special accounting is applied to interest rate
swaps
(@ Method of hedging and object of the hedge
. Hedge method: Interest rate swap transactions
Object of the Hedge: Interest payments on
borrowings
@ Hedging policy
The nominal amount of the derivative
transaction is limited to within the scope of
actual demand, and the Company does not
engage in speculative derivative transactions.
@ Hedge effectiveness assessment method
As these interest rate swaps meet the
requirements for special hedge accounting, the
Company does not perform hedge effectiveness
assessment,
-jl('f) Other items important to the preparation of consolidated
. financial statements
(D Treatment of consumption tax
Accounting treatment of consumption tax
shows sales amounts net of consumption tax.
@ Exploration and development investment
accounting method
Expenditures related to exploration and
development under oil and gas contracts are
y capitalized and recovered in accordance with
i the terms of each contract once production
begins.

{5) Accounting methods for major lease transactions

Same as left

(6) Accounting methods for major hedge transactions
(D Hedge accounting methods
Same as left

(& Method of hedging and object of the hedge
Hedge method: Same as left
Object of the Hedge: Same as left

@ Hedging policy
Same as left

{® Hedge effectiveness assessment method

Same as left

(7) Other items important to the preparation of consolidated
financial statements
(D Treatment of consumption tax
Same as left

@ Exploration and development investment accounting
method

Same as left




i

: Previous Consolidated Fiscal Year
i; (from January 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Year -
(from January 1, 2006 to March 31, 2006)

5.ltems relating to the valuation of consolidated subsidiary assets
and liabilities
The complete current value method is used in valuing
consolidated subsidiary assets and liabilities.

6. Items related to amortization in the consolidated adjustment
aqbount
It;f:ms in the consolidated adjustment account are amortized
uniformly in accordance with the reason for the adjustment
within a 20 year period.

7. Items related to method of treatment of appropriated eamings
TEIE Consolidated Statements of Eamings Surplus is prepared
based on consolidated Group eamings appropriations realized
during the fiscal year.

8. Scope of funds covered in the Consolidated Statements of
Cash Flows
The scope of funds (cash and cash equivalents) covered in the
Cénso]idatcd Statements of Cash Flows includes cash on hand
and deposits that are easily convertible into cash, and short-
tefm investments with minimal price fluctuation risk that are

rdﬂeemab]e within three months of the date of acquisition.

5.Items relating to the valuation of consolidated subsidiary
assets and liabilities
Same as left

6. Items related to amortization in the consolidated adjustment
account
Same as lefi

7.ltems related to method of treatment of appropriated eamings

Same as left

8.8cope of funds covered in the Consolidated Statements of
Cash Flows
Same as left

9.Items related to a change in accounting period
A resolution at a regularly scheduled meeting of
shareholders on March 30, 2006 resclved to partially amend
the Company’s corporate charter in order to change the fiscal
accounting period from Décember 31 of every year to March
31 of the following year. The reason for the change was to
standardize the Company’s accounting year with that of
INPEX Holdings Inc., the new joint holding company, in
order to allow for more effective business development and
general management, including the creation of management
plans, business performance monitoring, and preparation of

consolidated accounts.

As a result, the current fiscal year represents a special
accounting penod covering the period between January 1,
2006 and March 31, 2006.




C]';anges in Significant Items Used in the Preparation of Consolidated Financial Statements

! Previous Consolidated Fiscal Year
! {from Janvary 1, 2005 to December 31, 2005)

Current Consolidated Fiécal Year
{from January 1, 2006 to March 31, 2006)

(Accounting standards for asset impairment accounting)

applicable for the preparation of consolidated financial statemen
from the fiscal year ending March 31, 2004 in accordance with
(“Opinion Letter on the Establishment of Standards for the
Irhpairment of Fixed Assets” Business Accounting Council
August 9, 2002) and (Corporate Accounting Standards
Application Guidelines Number 6, October 31, 2003), the
Company has applied these accounting standards and guidelines
from the current fiscal year. As a result, income before taxes and
other adjustments was ¥275 million lower.

For the impact by segment, please refer to the “Segment
Information™ section of this report.

Moreover, the cumulative amount of asset impairment has been
deducted from affected assets after implementation in the
consolidated financial statements.

As accounting standards for asset impairment accounting becamﬂ




S '
Notes 1o the Consolidated Financial Statements

(Consolidated Balance Shect Items)

' Previous Consolidated Fiscal Year
(as of December 31, 20035)

Current Consolidated Fiscal Year

*1. Assets provided as collateral and collateral-backed debt are

as follows.

(Collateralized Assets) (¥Min) (¥ Min)
Buildings & structures” 2,035 (1,459)
Wells 190 (190)
Machinery & vehicles 5,160 (5,160)
Land 316 (74
Others (tangible fixed assets) 0 (0)
Investment securities 9,967 (=)

Total 17,671 (6,886)

(Debt Guarantees) (¥ Min) (¥ Mln)
Short-term borrowings 95 (=)
Accrued amounts payable 5,633 (5,331)
Long-term borrowings 13,037 (12,179

{Amounts due in one year)

Others (long-term liabilities) 16 {(—)
Total 18,783 (17,51D)

{ * Amounts in parenthesis () above represent
]

i foundation collateral and liabilities.

*2. Cumulative book entry shrunken asset value due to
,construction burden payments and others was ¥1,367
i million for buildings and constructions, ¥228 million for
rmachinery and vehicles, and ¥1 million for others
(intangible assets),

*3. Due to the application of the expropriation of land method for]
! this accounting year, the acquisition cost of tangible fixed
; assets excluding shrunken asset value for land was ¥24

i million and for machinery and vehicles was ¥36 miilion.

|
*4. “Other” intangible assets include ¥56 million recorded in the
i consolidated adjustment account.
*5. Investment securities (stocks) for non-consolidated
- subsidianies and affiliates were ¥4,039 million.

6. The following debt guarantees represent contingent liabilities

(as of March 31, 2006)
*1. Assets provided as collateral and collateral-backed debt are
as follows

- (Collateralized Assets) (¥ Min) (¥ Mln)
Buildings & structures 2,107 (1,534)
Wells 133 (133)
Machinery & vehicles 5,290 (5,290)
Land 316 (74)
Others (tangible fixed assets) ¢ (D)
Investment securities 10,254 {(—)
Total 18,102 (7.033)

{Debt Guarantees) (¥ Min) (¥ Min)
Short-term borrowings 95 (-)
Accrued amounts payable 3,904 (3,585)
Long-term borrowings 17127 - (16,273)

(Amounts due in one year)

Others (long-term liabilities) 16 {—)
Total 21,144 (19,858)

* Amounis in parenthesis () above represent
foundation collateral and liabilities.

*2. Cumulative book entry shrunken asset value due to
construction burden payments and others was ¥1,374
million for buildings and constructions, ¥291 million for
machinery and vehicles, and ¥1 million for others
(intangible assets).

*3.

*4. “Other” long-term liabilities include ¥1,035 miltion recorded
in the consolidated adjustment account.

*5. Investment securities (stocks) for non-consolidated
subsidiaries and affiliates were ¥8,211 million.

6. The following debt guarantees represent contingent liabilities

; ¥ Min) ¥ Min)
Japan Ohanet Oil & Gas Co., Ltd. 2,814 Japan Ohanet Oil & Gas Co., Ltd. 2,450
Sakhalin Oil & Gas Development Co., Ltd. 2,187 Sakhalin Qil & Gas Development Co., Lid. 2,362
N;i'ssekj Malaysia Qil Development Co., Lid. 947 Nisseki Malaysia Oil Development Co., Lid. 834
Nissckj Sarawak Oil Development Co., Ltd. 573 Nisseki Sarawak Oil Development Co., Ltd. 475
Sakata Natural Gas Co., Lid. 460 Sakata Natural Gas Co., Ltd. 436
Employees (housing loans) 624 Employees (housing loans) 594

7,608 Total 7,202

'7.Th|:i;t0tal number of outstanding common shares is
:306,130,000 shares.

*8.The number of common shares held as treasury stock is
1,340,765 shares.

*7.The total number of outstanding commen shares is
304,567,933 shares.
*8.

: - 25 —
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(Cof\nsolidaled Statements of Income Items)

Previous Consolidated Fiscal Year
(from January 1, 2005 to December 31, 2005}

Current Consolidated Fiscal Year
(from January 1, 2006 to March 31, 2006)

*1. The major expense items and amounts included in sales,

general and administrative expenses are as follows.

¥ Min)
' Personnel expenses 5076
Retirement allowance expenses | 298
Additions to director retirement 168
compensation reserves
Depreciation 6,186
*2. Total research and development expenditures
(¥ Min)
R&D expenses included in S.G. & A. 85

*3. Details concemning the sale of fixed assets arc as follows.
* Min)
Land 146

*4,

*1. The major expense items and amounts included in sales,

general and administrative expenses are as follows.

(¥ Min)
Personne! expenses 1,024 -
Retirement allowance expenses 47
Additions to director retirement . 32
compensation reserves
Depreciation 1,525
*2. Total research and development expenditures

. (¥ Min)

R&D expenses included in 8.G. & A 28

*4, Losses on overseas operations were recorded due to a
change in the contract conditions for a consolidated

subsidiary operating in the Bolivanan Republic of

Venezuela,
(¥ Min)

Impairment losses (Note) 1,094
Evaluation tosses of exploration
& development investment 2,685
Reversal of acerued cost of
abandonment of wells (1,192)

Total 2,587

{Note) Impairment losses were recorded on the following assets

for the current fiscal year as losses on overseas

operations.

(¥ Min)

i Location Use Type Impairment

Loss
Bolivarian Business [Consolida- 1,094
Republicof |  Assets  gion
Venezuela IAdjustment

Account




Previous Consolidated Fiscal Year
(from January 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Yea:r
(from January 1, 2006 to March 31, 2006)

*5. Impairment Losses

Impairment losses were recorded on the following assets
for the previous fiscal year.

(¥ Min)

Impairment

Location Use

Type
Loss

275

Showamachi] Idle Asset
Nakahoma
Gun,

Yamanashi

Land

Prefecture
and one

other

property

The Group segregates its operating assets into
classifications according to management accounting that
seeks to identify revenues and expenditures, and ranks
those assets not directly connected with rental assets or

related to operations as idle assels.

While there is no evidence of asset impairment in
operating assets, as the above-listed asset is idle and there
are no specific plans for its future use at this time, the
book value as recorded in the consolidated financial
statements has been reduced to estimated recoverable
value, with the amount of reduction being recorded as an
impairment loss (¥275 million).

In addition, the recoverable value of the idle asset in
terms of net liguidation value has been calculated based

on recent tax-appraised vajues for fixed assets.

*5.

-change in the contract conditions for a consolidated

The Group segregates its operating assets into
classifications according to management accounting that
seeks to identify revenues and expenditures, and ranks
those assets not directly connected with rental assets or
related to operations as idle assets.

Due to the losses on overseas operations becauvse of a

subsidiary operating in the Bolivarian Republic of
Venezuela, and as a result of an analysis bfthc
investment impact of a development which is a factor
contributing to a change in the consolidation adjustment
account, this effect has been negated. As a result, an
impairment loss (¥1,094 million) on the total outstanding
amount at the end of the current consolidated fiscal year.




(Consolidated Statements of Cash Flow Related)

Previous Consolidated Fiscal Year
{from January 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Year
{from January 1, 2006 to March 31, 2006}

*1% Amounts and relationship between end of period cash and

cash equivalents and Consolidated Balance Sheets

*]. Amounts and relationship between end of

period cash and cash equivalents and Consolidated Balence

v . {As of December 31, 2005) Sheets

5 (¥ Mln) (As of March 31, 2006)
(¥ Min)

éash & deposits 13,387 Cash & deposits 19,268

Time deposits and others deposited for more (1,673} Time deposits and others deposited for more  (1,557)

than three months than three months

Marketable securities (money management Marketable securities (money management

funds, others) 7,032 funds, others) 16,182

Other current assets {short-term bonds with 6,799 Other current assets (short-term bonds with 2,281

repurchase agreements) repurchase agrecements, other)

Cash & Cash Equivalents 23,545 Cash & Cash Equivalents 36,175




(Lease Transactions Related)

Previous Consolidated Fiscal Year
(from January 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Year
(from January 1, 2006 to March 31, 2006)

Finali\cc leases other than those where ownership is transferred
to lhe} lessee,
I.Equi\'alent acquisition value of the leased assets, equivalent
* accumulated depreciation, and end of period equivalent

* amounts outstanding.

Finance leases other than those where ownership is transferred
to the lessee.
1.Equivalent acquisition value of the leased assets, equivalent
accumulated depreciation, and end of period equivalent

amounts outstanding.

End of End of
. . : Period . . Pericd
Equivalent Equivalent Equivalent Equivalent Equivalent Equivalent
Acquisition | Accumulated | Amounts Acquisition | Accumulated | A mounts
Price Depreciation Outstanding Price Depreciation Outstanding
(¥ Mln) (¥ Min) (¥ Min) {¥ Min) (¥ MiIn) (¥ Mln)
I
Buildings & 46 29 16 Buildings & 46 12 13
structures structures
Machincry & 66 25 41 Machinery & 7 27 49
vehicles vehicles
Other Other
tangible fixed 725 35] 374 tangible fixed 748 360 387
assels assets
Total 838 405 432 Total 872 420 451
(Note) Calculation method used for equivalent acquisition (Note) Same as left

price is interest paid method, as the outstanding

amount of unexpired lease payments is low

fixed assets at the end of the period.

compared to the outstanding amount of tangible

2. Equivalem outstanding unexpired lease payments

(¥ Mln)
Within one year 149
.: Over one year 282
i Total 432

{(Note) Calculation method used for equivalent acquisition

fixed assets at the end of the period.

price is interest paid method, as the outstanding
amount of unexpired lease paymenis is low

i compared to the outstanding amount of tangible

3. Equivalent lease payment and depreciation expenses

(¥ Min)
Lease payment 155
Equivalent depreciation expense 155

4, Caleulation method for equivalent depreciation amount.

Straight line depreciation method is used assuming

\ the lease period as the useful years of life, with a

residual value of zero.

2. Equivalent outstanding unexpired lease payments

(¥ MiIn)
Within one year 156
Over one year 294
Total 451
(Note) Same as left '

3. Equivalent |ease payment and depreciation expenses

(¥ Min)
Lease payment 36
Equivalent depreciation expense 36

4. Calculation method for equivalent depreciation amount,

Same as left




| : =

(Marketable Securities Related)

‘i : 1. Other marketable securities with current market values

' Previous Consolidated Fiscal Year Current Conschdated Fiscal Year
l‘ {as of December 31, 2005) {as of March 31, 2006)
i : Instrument Acquisition i
fl Tost | Book Value | Diffeential Acquisition | Book Valye | Differential
il ‘ (1) Stocks 18,871 80,208 61,336 19,869 86,071 66,201
|
(2) Bonds
Securities whose  JGBs, Regional - - — — — -
{ bool‘c" value is bonds
C t
more than @ Corporate 258 269 1 425 435 9
- | acquisition cost bonds ‘
J" ' . @ Others 1,554 1,554 0 2,998 2,999 0
: (3) Others | | 0 369 370 1
Subtotal 20,686 82,035 61,348 23,663 89,876 66,212
(1 Stocks 997 897 (100) ' — — -
(2) Bonds
! ‘ (D JGBs, Regional :
" | Secutitics whose 1,382 1,372 ® 1,022 1,007 (15)
, g B bonds ’
. | book value is
o | C t
I1 less than D Corporate 500 500 ) 500 500 (©
R bonds
acquisition cost
| i @ Others 5,140 5,139 ) 12,677 12,677 (©)
(3) Others - - — - - -
Subtotal 8,021 7910 anny 14,200 14,184 (16)
Total 28,708 89,945 61.237 37,864 104,061 66,196

2. Other marketable securities liquidated in the previous or the current fiscal year

f Previous Consolidated Fiscal Year Current Consolidated Fiscal Year

; {from January 1, 2005 1o December 31, 2005) (from January 1, 2006 to March 31, 2006}
Arhount Sold Total Gain Total Loss Amount Sold Total Gain Total Loss

(¥ Min) (¥ MIn) (¥ Min) (¥ Min) (¥ Min) {¥ Min)

' 5,584 3,430 - - - -

3. Details of marketable secunities with no current markel value

(as of December 31,2006) {as of March 31, 2006)

Instrument

1l

|

ll N Previous Consolidated Fiscal Year Current Consolidated Fiscal Year
1

|

\

Amount in Consolidated Financial Statements |[Amount in Consolidated Financial Statements

i ;‘ (¥ Min) {¥ Min)
Il Other lilarkemblc securities
: B!ond investment trust :

N . . 2,015 1,815
I beneficiary certificates
: Non-listed stocks, investments 9,207 9,207
| s




4. Scheduled redemption of other marketable secunities with maturation dates

; Previous Consolidated Fiscal Year Current Consolidated Fiscal Year
i {as of December 31, 2005) {as of March 31, 2006)
Instrument Within 1 5-10 | Over10 | Within I 5~10 | Over 10
ithin - ver ithin ~ ver
Year 1&5 l.zf:)rs Years Years Year l&j Jﬁf)m Years Years
(¥ Min) (¥ Min) (¥Mln) (¥ Min) (¥ Min) (¥Min)
Boﬁds
(1) JGBs, Regional
i 372 1,000 - - 17 989 — —
bonds
(2) Corporate bonds 600 169 - - 600 334 - -
(3) Others 6,664 — 30 — 15,645 — 30 —
Total 7,637 1,169 30 — 16,263 1,324 30 -

(Denvative Transactions Related)

1. Items relating to status of transactions

Prevtous Consoelidated Fiscal Year
{from January 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Year
{from January 1, 2006 to March 31, 2006)

(1) Details of transaction and objective
The Group engages in interest rate swaps and uses hedge
accounting to mitigate the risk of interest rate market
fluctuations.
(2) Policy toward engaging in said transactions
The maximum value of the Group’s derivative
transactions is limited to within the scope of actual
i demand, and its policy is to not engage in speculative
! transactions that are highly leveraged.
(3)A:mount of nsk in said transactions
© As the Group’s derivative contract counterparties are all
domestic banks with high credit standings, it believes that
counterparty default risk is minimal.
(4) Risk management of said transactions
. The execution and control of derivatives transactions

| is based on intemal company regulations, and is
- handled by the responsible department based on the

approval of the responsible director.

(1) Details of transaction and objective

Same as left

(2) Policy toward engaging in said transactions

Same as left

(3) Amount of nsk in said transactions

Same as left

(4) Risk management of said transactions

Same as left

2,

Items related to timing of transactions

Previous Consolidated Fiscal Year
{from January 1, 2005 to December 31, 2005)

Current Consolidated Fiscal Year

(from January 1, 2006 to March 31, 2006}

il As de;-rivativcs accounting is applied to all of the derivative

{ transactions used by the Group, items related to timing have been

| | excluded from this report.

Same as left




(Rétircment Benefits Related)

1. Overview of the system used for retirement benefits

The company and its subsidiaries have established a qualified retirement pension system and a lump-sum retirement payment

 system as a defined benefit retirement program.

In addition, some of the Group's consolidated subsidiaries are members of the Welfare Pension System (comprehensive

establishment type).

2. Items related to pension benefit obligations

Previous Consolidated Fiscal Year

Current Consolidated Fiscal Year

{as of December 31, 2005) (as of March 31, 2006)
(lj_Pension benefit obligations (¥ Min) (13,169) (13,083)
(Zj Pension assets (¥ Min) 1.337 7.276
- igati ¥ Ml
(3) Under-funded benefit obligations ( n) (5.832) (5.807)
n+@y
(4)'Unrccog.nized actuarial differences (¥ Min) 658) 713)
5) Pensi : 1
( )‘ ension benefit reserves (¥ Min) (6.491) (6,520)
((3)+4)
{Notes)

—

. An abbreviated method has been used to calculate retirement benefit obligations for consolidated subsidiaries.

2. In addition to the above pension assets included in the above, a portion of the Company’s consolidated subsidiaries have pension
assets under the comprehensive establishment type Welfare Pension System of ¥433 million for the current fiscal year and ¥433

mi]l_ion for the previous fiscal year.
i

3. Items related 1o retirement benefit expenses

Previous Consolidated Fiscal Year
(from January 1, 2005 to

Current Consolidated Fiscal Year
(from January 1, 2006 to March

: December 31, 2005) 31, 2006)
(8] §cn’icc expenses (¥ Min) 629 120
(2) I-imencst expenses (¥ Min) 246 60
3) Expectcd returns (¥ Min) (10%) (26)
(4) Amortization expense for actuarial differences
it (41) (17)
" (¥ Min)
5) Pension benefit ¥ Ml
5 ;‘ensmn enefit expenses {¥ Min) 129 137
L {(D+H@+3)+4)

(Note) ?ension benefit expenses {or consolidated subsidiaries caleulated by the abbreviated method are contained in (1) service

expenses.

4. Basic assumptions used in the calculation of retirement benefit obligations

Previous Consolidated Fiscal Year
{from January 1, 2005 to December
31, 2005)

Current Consolidated Fiscal Year
{from January 1, 2006 to March 31,
2006)

(1) Pénodic dividend method used to project

benefit obligations

2) Discoum rate (%)

(3) Expected investment rate of retum {%)

) Pe”riod for amorliz;ation of actuarial differences
(Years)

Fixed amount for the period

20

1.5

10

{Expensed by the straight line
method from the fiscal year

after the differences occur)

Same as left

20

1.5

10

Same as left




(Tax Effective Accounting Related)

Previous Consolidated Fiscal Year
(as of December 31, 2005)

)

Current Consolidated Fisal Year
(as of March 31, 2006)

1. Breakdown of deferred tax assets and deferred tax liabilities

‘by major reason of occurrence.

Deferred Tax Assets

Deferred foreign tax exemptions
Reserves in excess of allowable
foreign investment and other loss
reserves

Depreciation in excess of
allowable amount

Pension benefit reserves in excess
of allowsable amount
Accmed cost of abandonment of
i wells
Valuation losses on marketable
| securities
Unrealized gains on fixed and
i other assets
Deferred losses for tax purposes
Asset shrinkage losses from
. construction burden charges
! Valuation losses on exploration
. and development investment

! Director retirement compensation
i reserves

| Others

. Deferred Tax Assets Subtotal
‘ Assc§§ed Reserves

+ Total Deferred Tax Assets
Deferred Tax Liabilities

f Exploration reserves

. Special depreciation reserves

. Asset shninkage reserves

. Overseas investment loss reserves
1; Valuation differential for other

! securities

! Others
Total Deferred Tax Liabilities
Total Net Deferred Tax
Liabilities

& Min)
6,065

4,272
2,507
2,206
1,148

700

621
405

363
330

297
1.418
20,338
(13,421)
6916

(4,673)
(1,052)
(464)
(287)

(22,145)
(223)
(28.846)

(21,930)

by major reason of occurrence.

Deferred Tax Assels

Deferred foreign tax exemptions
Reserves in excess of allowable
foreign investment and other loss
reserves

Depreciation n excess of
allowable amount

Pension benefit reserves in excess
of allowable amount

Accrued cost of abandonment of
wells

Valuation losses on marketable
securities

Unrealized gains on fixed and
other assets

Deferred losses for tax purposes
Unaccounted for losses on bonus
reserves

Asset shrinkage losses from
construction burden charges
Valuation losses on exploration
and development investment

Director retirement compensation
reserves

Others
Deferred Tax Assets Subtota)
Assessed Reserves
Total Deferred Tax Assets
Deferred Tax Liabilities
Exploration reserves
Special depreciation reserves
Asset shrinkage reserves
Overseas investment loss reserve
Valuation differential for other
securilies
Others
Total Deferred Tax Liabilities
Total Net Deferred Tax
Liabilities

1. Breakdown of deferred tax assets and deferred tax liabilities

(¥ Min)
7,149

4,465
2,354
2,251
1,142

695

621
405

N
355
330

288
827
21,260
(13,501)
7,758

(4,824)
(999)
(463)
276)

(23,901)
(195)
(30,661)

(22,903)




i Previous Consolidated Fiscal Year

(as of December 31, 2003)

Current Consolidated Fisal Year
(as of March 31, 2006)

(Note) Net deferred liabilities include the following items

that are reflected in the consolidated balance sheets.

Current assets-Other 318
Fixed assets ;:lh\;s::;:::, 1,034
Current habilities-Other )
Long-term liabilities-

Deferred tax liabilities (23,277

(Note} Net deferred liabilities include the following items
that are reflected in the consolidated balance sheets.

Current assets-Other 538

Fixed assets-Investment,

other assets 1.ot2
Current liabilities-Other ‘ -
Leng-term liabilities- - ' l
Deferred tax liabilities (24,454)

2. The major reasons, if such differentials exist, between legally | 2. The major reasons, if such differentials exist, between legally

determined effective tax rate and the effective corporate tax

rate after effective tax accounting is applied are as follows.

. (%)
Statutory tax rate ‘ 36.1
(Adjustments)
Expense accounts permanently not
included as losses 03
Dividends received and others
permanently not included in profits (2.6
.}?oreigr_l taxes 231
Exploration tax exemptions 3.5
_i’orcign tax credits (8.5)A
II'-:quiry in eamings of affiliates (0.4)
Fluctuations in assessed reserves 08
Tax rate differential between
c;:onsolidatcd subsidianes 3.
Others (0.6)
léf‘feclive tax rate after application of
tax effective accounting 396

determined effective tax rate and the effective corporate tax

rate after effective tax accounting is applied are as follows.

I (%)
Statutory tax rate | 36.1
(Adjustments) |
Expense accounts permanently not
included as losses ! 02
Dividends received and others
permanently not included in profits 0.5
Foreign taxes 16.8
Exploration tax exemptions 2.2)
Foreign tax credits (1.5)
Equity in eamings of affiliates (14.4)
Amortization of the consolidated
adjustment account for the period 39
Fluctuations in assessed reserves 06
Tax rate differential between
consolidated subsidianes 1.9
Others 0.6
Effective tax rate after application of - .
tax effective accounting 36.5




(Seément Information)

a. Segment Information by Type of Business

Previous consolidated fiscal year (from January 1, 2005 to December 31, 2005)

ou &Nl - Other Total Ehgcl:r‘;::f;: " consolidated
(¥ Min) (¥ Min) (% Min) (‘;i‘\s,ﬁ:) | (¥ Min)
I Sales and Operating Income
Net Sates
(l)i Sales to outside customers 98,4006 2310 100,716 - 100,716
(Zi Intra segment sales and transfers 16 655 672 (672) -
: Total 98,422 2,965 101,388 (672) 100,716
9perating Expenses 77,667 2,660 80,328 (689) 79,639
bperaling Income 20,754 305 21,060 17 21,0M
Il As_i';cts, Depreciation and Capital
iExpenditures
;\sscts 288,093 6,935 295,029 (1,262) 293,767
_i_)epreciation 8,803 177 8,981 (18) 8,962
fmpairment losses 275 - 275 — 275
é:apita]' expenditures 20,483 212 20,696 (53) 20,643

1.
2.

(Noté's)
Business segments listed above are those used for intemal control purposes.
The main products and business activities in each business segment include;

(l) Onl and Natural Gas related businesses: Natural gas, liquefied oil gas, crude oil, petroleum products, iodine, oil reﬁmng,
i natural gas transportation, petroleum product and others transportatmn and storage.

(2) Other businesses: Real estate rental, maintenance and sales, civil engmeenng and drilling construction, wan:housmg

Items related to the change in accounting method are contained in “(4) Accounting standards for the conversion of foreign
currency-denommated assets and liabilities into Yen (changes in accounting treatment)”, and revenues and expenses of existing
merseas subsidiaries have been converted at average exchange rates for the period from the consolidated fiscal year under
review. As a result, compared to the previous accounting method, sales to outside customers for “Qil & Natural Gas
Businesses” were ¥1,210 million lower, while operating income was ¥841 million lower, depreciation expenses were ¥2 million
lower and capital expenditures were ¥1 million lower. Moreover, these changes had no impact on the segment information for
“‘Other Businesses”.




Current consolidated fiscal year {(from January 1, 2006 to March 31, 2006)

o Nawral o Other Total Ehé,‘n:rl;::’a!: "1 Consolidated
& Min) @ Mln) (¥ Min) Assets (¥ Min)
(¥ Min)
! S%lcs and Operating Income
h Net Sales
(nH Sales to outside customers 27,392 325 27,718 — 27,718
(2) Intra segment sales and transfers — 37 37 (E))] -
Total 27,392 363 27,755 37 27,718
Operating Expenses 18,002 354 18,356 (108) 18,247
Operating Income 9,390 9 9359 71 9.470
11 Assets, Depreciation, Impairment
and Capital Expenditures
Assets 302,914 6,979 309,893 (1,234) 308,659
Depreciation 2,189 3 2,192 4) 2,187
Impairment losses 1,694 - 1,094 — 1,094
. Capital expenditures 3328 — 3328 — 3,328

1.
2.

Notes)

Business segments listed above are those used for internal control purposes.
The main products and business activities in each business segment include;

T(l) Qil and Natural Gas related businesses: Natural gas, liquefied oil gas, crude oil, petroleum products, iodine, oil refining,
' natural gas transportation, petroleum product and others transportation and storage.

{2} Other businesses; Real estate rental, maintenance and sales, civil engineenng and drilling construction, warehousing.
Items related to the change in accounting method are contained in “(2) depreciation methods for major depreciable

assets” and “(3) standards for the recording of major reserves”. From the consolidated accounting period under

feview, amortization of exploration & development rights and allowances for exploration & development

investment reserves have been recorded on other expenses. As a result, compared to the previous accounting

method, operating income in “Oil & Natural Gas Businesses” is ¥1,613 million higher. Moreover, these changes

had no impact on the segment information for “Other Businesses”




i
i

!'b. Segment Information by Geographical Area

Previous consolidated fiscal year (from Januvary 1, 2005 to December 31, 2005)

. . Eliminations
!‘ Japan Afnica M'ﬁﬂiﬁ::th RS‘?;;S Total or Corporate | Consolidated
EMin) | @M M ¥§m (¥ Mln) | Assets (¥ Mln)
‘ m | ¥ Min) (¥ Mln)
I Sales and Operating Income
:Net sales
(1) Sales to Outside Customers 81,253 12,140 7,322 - 100,716 - 100,716
(2) Intra Segment Sales and . _ _ _
¢ Transfers 0 0 ©
! Total 81,254 12,140 7322 - 100,717 ()] 100,716
Operating Expenses 69,490 4,779 5,157 360 79,788 (149) 79,639
0 ting [ O ti
Operating Income (Operating 1,763 | 7.360 2,164 @360y | 20928 148 21,077
~ Loss)
Il Assets 265071 | 13379 16,269 173 | 294,894 (1,127) 293,767
(Notes)

1. Countries and regions are grouped together according to geographical proximity,
2. The countries and regions other than Japan consist of the following

(1} Africa..... The Democratic Republic of Congo, Arab Republic of Egypt, The People’s
' Democratic Republic of Algeria, The Great Socialist People’s Libyan Arab Jamahiriya

(2) Middle/South America...... Bolivarian Republic of Venezuela, Republic of Ecuador

(3) Other regions.......... United States of America, Socialist Republic of Viet Nam

3. Items related to accounting standards, as explained in “(4) Standards for conversion of foreign currency-denominated assets and
liabilities into Yen (Changes in Accounting Methods), Yen equivalent amounts for overseas income and expenses have been
converted at average exchange rates during the period from the current fiscal year. As a result, compared to the previous translation
metﬂod, external sales to customers for “Africa” were ¥621 million and to “Middle/South America™ were ¥5 18 miltion lower, while
operating income for “Africa” was ¥690 million and for “Middle/South America™ was ¥151 million lower. In addition, this change
in foreign exchange translation method does not affect segment information for “Japan™ and “Other Regions”.

)




Current consolidated fiscal vear (from January 1, 2006 to March 31, 2006)

: Eliminations
Japan Africa M:gi:z’:::th Rce)t?g;-; Total or Corporate | Consolidated
(& Mln) (¥ Mln) ¥ Min) o %Vllni (¥ MIn) | Assets (¥ Min)
(¥ Mln)
I $a]es and Operating Income
|
Net sales
(1) Sales 1o Outside Customers 23,144 2,564 2,009 - 27,718 — 27,718|
(2) Intra Segment Sales and _ _ _ _ _ _ _
Transfers
Total 23,144 2,564 2,009 - 27,718 - 27,718!
Operating Expenses 16,027 447 1,811 - 18.286 (38) 18,247[
Operating Income 7.117 2,116 198 — 9,431 38 9,470|
11 Assets 284,082 11,385 13,382 173 309,023 (364) 308,659'
{Notes)
1. Countries and regions are grouped together according to geographical proximity.
2. Countries and regions are grouped together according to geographical proximity.
(1) Africa..... The Democratic Republic of Congo, Arab Republic of Egypt, The People’s Democratic
1 Republic of Algena, The Great Socialist People’s Libyan Arab Jamahinya
. (2) Middle/South America.......Bolivarian Republic of Venezuela, Republic of Ecuador
“ (3) Otherregions.......... United States of America, Soctalist Republic of Viet Nam
3. i ltems related to the change in accounting method are contained in “(2) depreciation methods for major depreciable assets™ *(3)

sstandards for the recording of major reserves”. From the consolidated accounting period under review, amortization of
:exploration & development rights and allowances for exploration & development investment reserves have been recorded on
-other expenses. As a result, compared to the previous accounting method, operating income for the “"Africa™ segment is ¥1,613
‘million higher. Moreover, the “Japan”, “Middle/South America”and “Other Regions™ segments have not been affected by these

;changes.
|




¢. Overseas Sales

Previous consolidated fiscal year (from January 1, 2005 to December 31, 2005)

North America Other Regions Total
1 Overseas sales (¥ Mln) 10,052 10,228 20,281
11 Total Consolidated Sales (¥ Min) - - 100,716
11I' Percent of Overseas Sales to Total
Consolidated Sales {(%5) 100 102 201

(Notcs)
1.

Countries and regions have been grouped together by gr:ographlca] proximity.

2. - Thebreakdown of these groupings by country and region is as follows.
Nl
(1) NorthAmenca................. United States of America
(2) Other Regions..................Middle/South America, Africa, Europe, Asia, Oceania

3. Overseas sales represent sales by the Company or its subsidiaries outside of Japan in other countries or regions.

4. Items related to accounting standards, as explained in “(4) Standards for conversion of foreign currency- ~denominated assets and
liabilities into Yen {Changes in Accounting Methods), Yen equivalent amounts for overseas income and expenses have been
converted at average exchange rates during the period from the current fiscal year. As a result, compared to the pl’(‘:\'lOUS
translation method, overseas sales to “North America™ were ¥691 million and to “Other Regions” were ¥518 million lower.

Current consolidated fiscal year {(from January 1, 2006 to March 31, 2006)
North America Other Regions Total
I Overseas sales (¥ Min) 2,655 2,120 4,775
I Total Consolidated Sales (¥ Min) - - 27,718
! Il Percent of Overseas Sales to Total
|
‘ : Consolidated Sales (%3) 96 76 172
i (Notes)
Countries and regions have been grouped together by geographical proximity.
2. The breakdown of these groupings by country and region is as follows.
(1) North America.. ...United States of Amenca
(2) Other Reg]ons .................. Middle/South America, Europe, Asia, Oceania
3

Oversceas sales represent sales by the Company or its subsidiaries outside of Japan in other countries or regions.




(Transactions with Related Parties)

‘ -There are no items to report

Previous consolidated fiscal year (from January 1, 2005 to December 31, 2005)

. Current consolidated fiscal year (from January 1, 2006 to March 31, 2006)

! -There are no items to report

(Per Share Information)

Fiscal Year to December 2005
(from January 1, 2005 to December 31, 2005)

Fiscal Year to March 2006
(from January 1, 2006 to March 31, 2006)

: Book Value per Share ¥646.90
¥50.61

In addition, full diluted net income per share has not been

i Net Income per Share

recorded, as there is no potentia] dilution.

Book Value per Share ¥673.93
¥21.28

In addition, full diluted net income per share has not been

Net Income per Share

recorded, as there is no potential dilution.

{(Note)  The basis for calculating net income per share is as follows.

Fiscal Year ta December 2005 Fiscal Year to March 2006
(from January 1, 2005 to December 31,|  (from January 1, 2006 to March 31,
2005) 2006)
Néi income for the period (¥ Min) 15,485 6,484
Amount not available to common shareholders 50
] - p—
(¥ Min)
(of which eamings appropriation for
fois B8 2pprOp (50) -
- directors’ bonuses)
Amount available to common shareholders
15,435 6,484
(¥ Mln)
Ave tstanding shares during the period
\ta,mge outstanding shares during the peni 104,979 304,709
(Thousands of shares)




(lmﬁortant Subsequent Events)

Previous Fiscal Year
(from January 1, 2005 to December 31, 2005)

Current Fiscal Year
(from Janvary 1, 2006 to March 31, 2006)

{Establishment of a complete holding company)
The Company and INPEX CORPORATION (hereafier,
INPEX) on November 5, 2005 have jointly established INPEX
Holaings Inc. (hereafter, joint holding company) through the
transfer of shares, and will submit a proposal at respective
exiraordinary shareholder meetings to be held on January 31,
2006 to integrate the managements of INPEX and the
Company.

The following is a summary of this management integration.

1. Aim of the Integration
_ The Company and INPEX, in creating a better
. balanced asset portfolic, further strengthening balance
sheet positton, and melding technological capabilities
" for natural resource development in order to create an
" even stronger corporate organization with promising
concession acquisition capabilities, have agreed on a
. management integration to build a stronger market
“ position in the face of intemational competition.
2. IZ)etai]s of the stock transfer
‘::( 1} Type and number of shares to be issved with the transfer
| of stock to the joint holding company.
The type and number of shares to be issued by
the joint holding company in lieu of the transfer
of shares will be 2,360,659.95 common shares
and one shell stock. However, if there is a
retirement by the Company or INPEX of
treasury stock up to the day prior to the time of share
transfer, the number of common shares issued by the
Joint holding company is to be reduced by an
cquivalent number of shares.
In addition, the joint holding company will adopt
w the odd lot share system.
+(2) Allocation to the Company’s and INPEXs shareholders
' With the transfer of shares, the joint holding company,
based on the last sharcholders’ register (including the
names of actual shareholders, hereafter, the same),
shall allocate shares of the joint stock company to the
Company’s and INPEX's shareholders as listed or
registered in the following ratios.
(D Holders of Teikoku Oil Co., Ltd. shares will
b recetve 0.00144 shares in the joint holding
' company for every one share held in the
Company, '
(@ Holders of INPEX Corporation shares
will receive one share for every one INPEX
' share held.

(Establishment of a complete holding company)

In preparation for business integration, the Company and
INPEX CORPORATION separately held extraordinary
shareholders’ meetings on January 31, 2006 to approve the
integration, and jointly transferred stock into a new joint
holding company calied INPEX Holdings Inc. which was
established on Apnl 3, 2006.

Overview of the Joint Holding Company

(DRegistered name: Kokusai Sekiyu Kaihatsu
Teiseki Holdings Co., Lid.
English name: INPEX Holdings Inc.

(2) Headquarters Location:
4-1-18 Ebisu, Shibuya-ku, Tokyo

(3) Representative
Naoki Kuroda, President and Representative Director

(4) Paid-In Capital:
¥30.0 billion

(5) Major business activities
To manage and oversee the businesses of the Group and
subsidiary companies in the Group and related

operations,

(6) Dale established
Apnl 3, 2006




Previous Fiscal Year
(from January 1, 2005 to December 31, 2005)

Current Fiscal Year
(from January 1, 2006 to March 31, 2006)

3

Q)

Ne)

(@ Holders of INPEX shell stocks will receive one
share in the joint holding company for every
shell-type stock held in INPEX.

In addition, the Company has adopted a round lot
trading unit system of 1,000 shares per trading unit,
while INPEX has adopted an odd lot trading unit
system.
Retirement of Treasury Stock
The Company and INPEX, up until the day of the
stock transfer and at an appropriate time, intend to
retire all treasury stock held in accordance with
Commercial Code regulations.
Stock Transfer Payments (Money to be paid to
sharcholders)
With the transfer of shares, the joint stock holding
company, based on the last shareholder register as of
the date before the stock transfer, will pay listed and
registered shareholders in the Company the
equivalent of dividends on eamings of ¥3 per
common share held within a period of three months
after the stock transfer as payment for the stock
transfer. However, this stock transfer payment could
change as the result of negotiations between the
Company and INPEX regarding to the state of the
Company’s assets and liabilities, changes in the
economic environment or other contingencies.
Timing of the Stock Transfer
The stock transfer is to be effected on April 3, 2006,
which is expected to be the same day that the joint
stock holding company is established and applies for
registration. However, the timing of this transfer is
subject to change if required because of application
procedures for the stock transfers or other reasons,
based on negotiations between the Company and
INPEX.




Previous Fiscal Year
(from January 1, 2005 to December 31, 2005)

Current Fiscal Year
(from January 1, 2006 to March 31, 2006)

* (6) Upper Limit to Dividends on Eamnings Until the Stock
' Transfer Date (including the coming of the dividend
payment reference date before the stock lrarilsfer date
and dividends paid after the stock transfer date),
(DThe Company shall pay to its sharcholders and
registered beneficial owners based on its last
shareholder register as of December 31, 2005, a
dividend on common shares a dividend of ¥4.50
per share, for a maximum tota] dividend value of
¥1,372.504 million, as dividends on eamings.
@INPEX shall pay its shareholders and registered
beneficial owners based on its last shareholder
register as of March 31, 2006, a ¥5,500 per share
dividend on shell stocks and common shares for a
maximum total dividend value of ¥10,559.081
miltion, as dividends on eamings.
(7) Shell 8tocks Issued by the Joint Holding Company
| 'ljhejointlholding company will issue one shell stock
that has rights equal to the one shell stock issued by
INPEX under its corporate charter, and will allocate this
stock to the Minister of the Ministry of Economy Trade
and Industry. In addition, the joint holding company's
corporate charter is to contain a provision that requires
shareholder review, Board of Director deliberation as
well as deliberation by a meeting of shell stock holders
for decisions on important management matters
(election of directors, liquidation of key assets, changes

. in the corporate charter, mergers, capital reductions, or

liquidation).




i Previous Fiscal Year
f (from January 1, 2005 to December 31, 2005)

Current Fiscal Year
(from January 1, 2006 to March 31, 2006)

3 Qverview of the Joint Holding Company

(1yJapanese name: Kokusai Sekiyu Kaihatsu Teiscki
! Holdings Co., Ltd.

. English name: INPEX Holdings Inc.

(2):Busincss Operations:
! To manage and oversee the operations of umbrella
!- companies.
3) Headquarters Location:
| 4-1-18 Ebisu, Shibuya-ku, Tokyo (where INPEX
Corporation’s offices are currently located).
{4) Paid-In Capital:
¥30.0 billion
(5) End of accounting year:

March 31 of the following calendar year.

4, O_\'en'icw of INPEX Corporation

.(1) Major business lines:
“ Qil, natural gas exploration, development, production,
sales and investment in companies that are involved in
‘these businesses. '

(2) "Headquarters Location:

‘ 4-1-18 Ebisu, Shibuya-ku, Tokyo
3 ‘:-Representati\'c:

i; Naoki Kuroda, President

(4) Paid-in Capital;
¥29,460 million (as of March 31, 2005)

(&) Total Cutstanding Shares (as of March 31, 2005)

Common stock: 1,919,832.75 shares
Shell stock: 1 share

(6) Total Assets: (Consolidated)
¥779,227 million (as of March 31, 2005)

i
I

(7} End of Accounting Year

March 31 of following calendar year

(8) Total Sales (Consolidated)
%478,586 million (from April 1, 2004 to March 31, 2005)

{9) Nét Income (Consolidated)
¥76,493 million (from April 1, 2004 to March 31, 2005)
I




Previous Fiscal Year Current Fiscal Year
(from January 1, 2005 to December 31, 2005) (from January 1, 2006 to March 31, 2006)

(Retirement of Treasury Stock)

'fhe Company, as a result of the joint transfer of shares with
INPEX that was approved at an extraordinary meeting of
shareholders on January 31, 2006 to establish a complete parent

company, the Company’s board of directors at a meeting held on
March 30, 2006 approved a resolution to retire treasury stock in

allccordancc with Article 212 of the Commercial Code as follows.

1. Method of Retirement: Reduction of capital surplus and
retained earnings.

2. Type of stocks to be retired: Commen stock

3. Number of stocks retired: 1,562,067 shares

4. Tota] value of stock retired: ¥1,164 million

5. Date retired: March 31, 2006

6 Outstanding shares afier retirement: 304, 567,933  shares

k




|

4. Status of Production, Orders Received and Sales
(1) Production

Business Segment

Name

Fiscal Year to December 2005
(from January 1, 2005 to
December 31, 2005)

Fiscal Year to March 2006
(from January 1, 2006 to
March 31, 2006)

Oil and natural gas

related businesses

Natural Gas

Liquefied Petroleum Gas
Crude il

Petroleum Products

lodine

1,618 mm m?
4,2881
4,986 thou bbl
249 thou ki

5261

507 mm m?

1,328 1

1,123 thou bbt
65 thou ki

1381 !

(Notes)

BN -

consolidated subsidiary.

Lh

Production excludes depletion and in-house consumption.
Production volumes for natural gas and oil includes overseas operating service agreements.

A portion of crude oil production volume is used as fuel for liquefied petroleum gas and petroleum products.
Liquefied petroleum gas and petroleum producis are produced on consignment by Teiseki Topping Plant Co., Ltd., a

lodine is refined on consignment by anather company.

6.  Volumes less than round numbers are rounded vpward from five.

(2) Orders

i

Business Segment

Name

Fiscal Year to December 2005
(from January 1, 2005 to
December 31, 2005)

Fiscal Year to March 2006
(from January 1, 2006 to
March 31, 2006)

Other Businesses

Orders Received ¥ Min ¥ Min
752 33
Order Backlog 471 378

{Notes)

i

I.  Production for the oil and natural gas related businesses is not based on orders.

i 2. Values given do not include consumption 1ax.
(3) Sales
E Fiscal Year to December 2005 Fisc:}l Year to March 2000
Busi (from January 1, 2005 to {from January 1, 2006 to
Segmént Name December 31, 2005) March 31, 2006)
Volume Value Volume Value
. ¥ Mlnw ¥ Min
il and Natural | Nawral Gas 1,685 mm m?| 38,004 545 mm m? 12,95}
Gas Businesses Liquefied
. 23,843 1 2,280 3,055¢ 235
: Petroleum Gas
Crude Oil 3,779 thou bbi 17,702 700 thou bbl 3,995
| Petroleum
621 thou K 38,365 157 thou Kl 9,867
Products
lodine 542t 818 116 1 202
Others - 1,234 - 140
t Subtotal - 98 406 - 27,392
Other “Businesses - 2310 — 325
: Total - 100,716 - 27,718
. (Notes)

1. Totals for natural gas and oil include volumes produced and compensation under overseas operating services agreements,
2. Stated values do not include consumption taxes.
3. Volumes less than rounded numbers are rounded upward from five.
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Note'é The following report is an English translation of the Japanese-language original.

%

Comﬁany name

Code number

Stock Exchange on

INPEX Holdings Inc. which the Compa Tokyo Stock

(INPEX CORPORATION) e P Exchange
Location of the head !

1605 office Tokyo

(URL http /hwww.inpexhd.co.jp/)
Naoki Kuroda, President
Shuhei Miyamoto, General Manager, Corporate Communications Unll
TEL+81-3-5448-0205

Repr(;_sentanve

Contact person

Date of the meeting of the
Board of Directors for the year
ended March 31, 2006 financial
results

Prepared in accordance with
accounting principles generally
accepted in the United States of
America '

May 16, 2006

Consolidated Financial Results for the year ended March 31, 2006 (Apnl 1, 2005-March 31, 2006)
Note: Amounts less than one muthon yen are rounded off.

(1) Consolidated operating results

Net sales Operating income Ordinary income
. Million yen % Million yen ol Miltion yen %
For the year ended
March 31, 2006 704,234 47.1 426,650 58.8 403,539 o 56.0
March 31, 2005 478,580 118.7 268,662 186.2 258,631 172.9
: Net income Net income per share—basic | Net income per share—-diluted
v ’ Million yen %) Yen Yen
For the year ended
March 31, 2006 103,476 353 53,814.47 —
March 31, 2005 76,493 119.9 40,255.92 —
, ; Ordinary income as a Ordinary income as a
Retumn on sharcholders equ.lty percentag?:(of total capital percentar)ée of net sales
i % % %
For the year ended !
March 31, 2006 226 46.1 57.3.
March 31, 2005 222 39.7 54.0

(Notes). 1.
million

: ‘shares; for the year ended March 31, 2005, 1,896,412 shares

fiscal year.

Change in accounting policy: Yes
4. The percentage expressions for net sales, operating income, erdinary income and net income represent the changes from the previous

{2) Consolidated financial position

Equity in eamings (losses) of affiliates: for the year ended March 31, 2006, ¥1,346 million; for the year ended March 31, 2005, (¥1,583)

2. Average number of shares issued and oulstanding during the fiscal year (consolidated): for the year ended March 31, 2006, 1,919,832

Note: Amounts less than one million yven are rounded off.

y

Total assets

Shareholders’ equity

Ratio of sharcholders’

Net assets per share

Million yen|
For the year ended .
March 31, 2006 972,437
March 31, 2005 779,227

equity
Milhon yeny % Yen|
504,998 51.9 262.,966.53
411,295 52.8 214,163.98

(Notcs)l‘

: at the year ended March 31, 2005, 1,919,832 shares

Number of shares issued and outstanding at the end of fiscal year (consolidated): at the year endcd March 31, 2006, 1,919,832 shares;




(3) Consolidated cash flows

_ Note: Amounts less than one million yen are rounded ofT.
Cash flows from " Cash flows from Cash flows from Cash and cash
operating activities investing activilies financing activities equivalents at end of vear
Million yery Million yen| Million yen| Million yeny
For the year ended
:March 31, 2006 218,239 (252,399) 14,350 114,967
March 31, 2005 131,206 {119,956) 9,791 128,375

(4) Scope of consolidation and equity method
Number of consolidated subsidiaries

Number of unconsolidated subsidiaries accounted for by the equity method
Number of affiliated companies accounted for by the equity method

(5) Changes in scope of consolidation and equity method

; Consolidated subsidiaries
" Affiliated companies accounted for by the equity method

None

Increase
1 company

Average number of shares during the fiscal vear (after deducting the number of treasury stock)

26 companies

11 companies

Decrease
1 company

For the year ended March 31, 2005

For the year ended March 31, 2006

Common stock
Common stock equivalent share;
Special class share

1,896,412 shares

0 shares

1,919,831 shares

1 share

B

Number of shares issued and outstanding at the end of fiscal vear (after deducting the number of treasury stocks)

For the vear ended March 31, 2005

For the vear ended March 31, 2006

Common stock
Commen stock equivalent share;

Special class share
(Note)

1,919,831 shares

1 share

1,919,831 shares

1 share

Since sharcholder of the special class share is entitled to the same rights as that for sharcholders of common stock regarding dividends
and the distnbution of residual property, the special class share is classified as common stock equivalent share.




I Overview of the INPEX Group

The INPEX Group consists of INPEX CORPORATION, 26 subsidiaries, 1laffiliated companies and
their two subsidiaries (as of March 31, 2006). The group primarily engages in the exploration, development,
production and sales of crude oil and natural gas in the Republic of Indonesia and the Commonwealth of
Australia, as well as in the Middle East, the coastal states around the Caspian Sea and South America. In

. addition, we provide loans and investments to companies engaged in the aforementioned activities. Qur
business segment is crude oil and natural-gas-related products.

The following diagram shows our group’s business flow.

Customers
. (Power companies. gas companies. petrochemical companies and oil refineries)

AN AN

: Sales of Gas \
Pipeline / LNG liquefaction company Trading Companies
i elc.
Consolidated Subsidiary PERTAMINA
: INPEX BTG PIPELINE, Ltd. - S
y Sales of Crude Oil  Sales of Crude Oi A~
Consolidated Subsidiary Sales of Crude
f INPEX DLNGPL Pty Ltd
! y Consolidated Subsidiary
. INPEX Trading, Ltd. Supply of Gas
-/

Sales of Crude Oil

Exoloration and Develooment Companies Production Companies

Consolidated Subsidiary
Azadegan (] Development, Lid.
i INPEX North Caspian Sea, Ltd.
TNPEX Browse, Ltd.

INPEX Masela, Lid.

And other 11 subsidiaries

Consolidated Subsidiary

Japan Qil Development Co,, Ltd.
INPEX ABK, Lid.

INPEX Sahul, Lid.

INPEX Alpha, Lid.

INPEX Natuna, Ltd.

DNPEX Tengah, Lud.

INPEX Jawa, Ltd.

i Equity-Method affiliates

weans umo] pue 2[ppIN

" Invkstment investment

INPEX Offshore North Campos, Ltd.
And other one affiliates

Subsidiary of Equity-Method affiliates

Frade Japio Petréleo Limitada

INPEX Sumatra, Ltd.
INPEX Southwest Caspian Sea, Ltd.

Equity-Method affiliates
Albacora Japio Petrolec Limitada
IIS&NB.V.

And other 4 affiliates

One Subsidiary of Equity-Method affiliate

PryR—

F 3

Subcontracting Investment

. “--_--

INPEX CORPORATION

weansar




d I R;'zsults of Operations and Financial Position

(15 Results of Operations for the vear ended March 31, 2006

In spite of the continued upward trend in crude oil and natural gas prices, the Japanese economy continued to
benefit from a modest recovery during the year under review. Supported by global economic growth primarily
iq; the United States and China, exports and capital investment increased and corporate earnings improved.
There were signs of a moderate upward trend with increased personal consumption and improved employment
mies. |

L

‘ Crude oil prices have a significant impact on the business performance of the INPEX Group. Demand for
pélroleum increased due to the sustained strength of the US economy, as well as the rapid growth in China and
India. Crude oil prices rose due to a change in the fundamentals, notably a decline in production capacity in the
OPEC countries. Other factors including increased geopolitical risk and speculative dealing in the oil futures
market éalso played a role. Furthermore, the hurricanes that struck the United States revealed the bottleneck in
refining capacity there, with the result that the average price of West Texas Intermediate (WTI) crude oil, which
stood at US$53.25 per bbl in the first quarter of- the fiscal year, rose to US$70.85 at one point on August 30,
2006. Thereafter, the price fell to around US$56 toward the end of the year, but from January 2006 it trended
upward again due to increased geopolitical risk and other factors, and the closing price of near-term futures of
WTI remained high at US$66.63 at the end of the fiscal year. As a consequence, the average sales price of the
C(i‘)mpany 's crude oil for the fiscal year was US$55.77 per bbl, an increase of US$15.84, or 39.7%, from the
pr;ei’ious fiscal year,

.{ Meanwhile, reflecting the widening gap in interest rates between Japan and the United States due to
co:'ntinuous rises in interest rates in the United States, the exchange rate of the Japanese yen against the U.S.
do:llar fell gradually from ¥107.41 at the beginning of the fiscal year, exceeding the ¥120 mark in December
2605. Thereafiter, the ven rose slightly on speculation of a rate-rise with the end of quantitative easing in Japan,
at{d at the end of the vear under review it stood at ¥117.47, or ¥10.06 lower than at the end of the previous year.
As a coﬁsequence, the average exchange rate for sales of the Company was ¥113.56 per US dollar, which is yen

depreciation of ¥6.18 or 5.8% from the previous year.

‘Until the vear ended March 31, 2005, for the purpose of consolidating INPEX Southwest Caspian Sea, Ltd.
an_h INPEX Nonh Caspian Sea, Ltd., the fiscal year of these two subsidiaries, i.e., December 31, was used by
the Company. Effective April 1, 2005 the Company began to use their financial statements prepared for
cc;illsolidalion purpose as of March 31, consolidation closing date. It followed that these two subsidiaries had 15
m%fmths period, from January 1, 2005 to March 31, 2006. This change was made in order to establish a better
pr“esentation of the Company’s consolidated financial results, considering the increasing materiality of these two
su:lj)sidiaries.

| |

‘In these business circumstances, consolidated net sales for the year ended March 31, 2006, increased
¥225,647 million, or 47.1%, to ¥704,234 million from the previous year. Of this figure, consolidated net sales of
crﬁde oil increased ¥169,547 million, or 57.8%, to ¥462,691 million. Consolidated net sales of natural gas
in%reaséd ¥56,099 million, or 30.3%, to ¥241,543 million. The increase in consolidated net sales of c¢rude oil

and natural gas is mainly duc to net effect of following factors; while our sales volume of natural gas

—_f —
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1 decreased 4.5%, our sales volume of crude oil increased 4,641 thousands bbls, or 6.8%, to 72,521 thousands
bbls which reflect an increase in production volume of crude oil at ADMA Block and ACG Qil Fields resulteld
1n the increase of net sales in amount of ¥11.5 billion; and there were positive impact on net sales in amount of

' ¥175.8 billion due to rising prices of crude oil and natural gas and of ¥38.3 billion due to the depreciation of

yen.

:' Cost of sales increased ¥60,809 million, or 30.9%, to ¥257,903 million from the previous year. This was

principally due to an increase in royalty associated with higher sales at the ADMA Block, an increase iln

- investment to development and production at the Offshore Mahakam Block, and an increase in the recovery of

- the investment associated with higher sales from the ACG OQil field. Exploration expenses increased ¥3, 04!7
rmlllom or 123.2%, to ¥5,521 million due to increased exploration activity at Australia WA-285.P Block
(Ichthys) Selling, general and administrative expenses increased ¥3,201 million, or 36.7%, to ¥14,158 mlllloln
due to an increase in depreciation expenses and an increase in transportation costs at ACG Qil field. As a resuly,
oper;]ting income increased ¥157,988 million, or 58.8%, to ¥426,650 miilion from the previous(year.

: Other income increased ¥7,533 million, or 159.0%, to ¥12,272 million principally due to an increase in
. interest income and equity in eamings of affiliates. Other expenses increased ¥20,614 million, or 139.6%, to

ﬂ ¥35,383 million. This was mainly due to an increase in foreign exchange loss by ¥9,558 million, an increase in

! interest expenses by ¥6,049 millicn and an increase in provision for allowance for recoverable accounts under

;:production sharing by ¥3,123 million. As a result, ordinary income and income before income taxes and

;fmjnority interests for the year ended March 31, 2006, increased ¥144.907 million, or 56.0%, to ¥403,53|9

'%i'million from the previous yeat,

\ The aggregated amount of income taxes-current and income taxes- deferred increased ¥116,049 million, or

i 63 6%, to ¥298,656 million from the previous year due to increased sales in the region where high tax burden

gwas imposed. Minonty interests were ¥1,406 million. As a result, consolidated net income for the year ended

March 31, 2006, increased ¥26,983 million, or 35.3%, to ¥103,476 million from the previous vear. Net income

'é:per share for the year ended March 31, 2006 increased ¥13,558.55 to ¥53,814.47 from ¥40,255.92 for thle

kprevious year. '

In addition, the effect of the change in the method of consolidating two consolidated subsidiaries mentioned

fabove was to increase net sales by ¥22,294 million, operating income by ¥9,547 miillion, ordinary income and
|

}:income before income taxes and minority interests by ¥9,788 million, and net income by ¥2 885 million for the .
§~ycar ended March 31, 2006 compared with the corresponding amounts which would have been recorded if the

§|previous method had been followed.
' With respect to segment information, the oil and natural gas business accounts for more than 90% of the
vaggregate sales and operating income of all scgments. Therefore, business segment information has been

‘omitted.
{2) Financial Position
¢ Consolidated total assets as of March 31, 2006 increased ¥193,209 million to ¥972,437 million from

\
i .

:¥779,227 million as of March 31, 2005. This increase was mainly due to an increase in investment securities by
i

—_5—




¥118.612 million and an increase in recoverable accounts under production sharing at Kashagan Oil field and
. Offshore Mahakam Block by ¥54,654 million,

Consolidated total liabilities as of March 31, 2006 increased ¥97,188 million to ¥429.836 million frolm
¥332,648 million as of March 31, 2005. Current liabilities increased ¥56,690 million to ¥179,600 million

* mainly due to an increase in income taxes payable at overseas. Long-term liabilitics increased ¥40 497 million

; ) ) i
" to ¥250,236 million mainly due to borrowings for development of Kashagan Qil field. Minority interests in
. consolidated subsidiaries increased ¥2,319 million to ¥37,602 million from the end of the previous year.

Shareholders’ equity was ¥504,998 million, an increase of ¥93,702 million from the end of the previous year.

As for cash flows for the year ended March 31, 2006, net cash provided by operating activities increased
¥87,032 million to ¥218,239 million, mainly reflecting the rises in prices of crude oil }'Imd natural ga.ls.
Meanwhile, net cash used in investing activities increased ¥132.443 million to ¥252,399, million, duc to
acquisition of investment securities and increase in development expenditure for ACG Oil Field and Kashagalll
0il Field. Net cash provided by financing activities increased ¥4,559 million to ¥14,350 million. Cash and cash

. |
equivalents as of March 31, 2006 totaled ¥114,967 million reflecting above net decrease of ¥13,407 million
from ¥128,375 million at the end of the previous fiscal year.




. O1 Consolidated Financial Statements

(1) Consolidated Balance Sheets

{(Millions of ven)
Note| AsofMarch 31,2005 | Asof March 31, 2006 | 1crease/
Accounts Nb {decrease).
" | Amounts Ratio Amounts Ratio | Amounts|
% % |
(Assets)
Current assets: :
Cash and deposits *3 136,575 124,367
Accounts receivable-trade 53,339 60,097
Marketable securities 18,391 21,518
Inventornies 1,281 3,134
Deferred 1ax assets 23 3,448
Other 28,809 45,007
Total current assets 238,419 306 257,573 26.5 19,154
Fixed assets:
Tangible fixed assets: *1
Buildings and structures 7,769 7,069
Wells 13,847 14,768
Machinery, equipment and vehicles 29,883 31,753
Land 4,001 4,001
Construction in progress 12,045 7,027
Other 713 598
Total tangible fixed assets 68,260 88 65,219 6.7 (3,041)
Intangible assets:
: Exploration and development rights 133,105 131,650
 Mining rights 5,381 4,856
[ Other 144 250
g Total intangible assets 138,631 17.8 136,757 14.1 (1,874)
" Investments and other assets:
' Investment secunties *2.3 118,354 236,967
Long-term loans receivable 114 1,734
Recovergb!e accounts under 239618 294,273
production sharing
Deferred tax assets 2,207 10,271
Other *2 20,900 22,416
Less allowance for doubtful (661) (2,045) '
accounts
Less allowance for recoverable
i accounts under production sharing @1.518) (44,547)
‘ Lests allm_vancc for investments in (5,101) (5.282)
exploration
Total investments and other assets 333,915 428 512,887 527 178,971
Total fixed assets 540,807 69.4 714,863 735 174,055
Total assels 779,227 100.0 972,437 100.0 | 193,209




{Millions of yen)

Note | As of March 31,2005 | As of March 31, 2006 | nerease/
Accounts No (decrease)
" | Amounts Ratio Amounts Ratio | Amounts
! % %
: (Liabilities)
Current liabilities:
Accounts payable-trade 20,129 20,159
Current portion of long-term debt 2,262 13,756
Income taxes payable 49,938 83,060
Accounts payable-other — 51,685
Other 50,579 10,938
+ Total current liabilities 122,910 15.8 179,600 18.5 56,690
Long-term liabilities:
Long-term debt *3 175,603 206,537
Deferred tax liabihties 25,814 22,948
Accrued employees’ retirement benefits 1,503 1,719
Accrued officers’ retirement benefits 594 650
Liabtlities for site restoration and
decommissioning costs
Liabilities for losses on development
e — 1,981
.activities
Other } 6,222 14,732
* Total long-term liabilities 209,738 26.9 250,236 25.7 40,497
" Total liabilities 332,648 42.7 429,836 44.2 97,188
: (Minority interests)
Minonty interests in
consolidated subsidiarics 35,283 451 37602 391 B39
(Shareholders’ equity)
Common stock *5 29,460 38 29,460 3.0 —
Additional paid-in capital 62,402 8.0 62,402 6.4. —
Retained earnings 320,089 41.1 415,734 428 95,644
Unrealized holding gain (loss) on securities 374 0.0 (3,716) 041 (4,09
Tra‘hslation adjustments (1,031 0.1} 1,117 0.1 2,148
Treasury stock *6 {0) 0.0y — — 0
Total shareholders’ equity 411,295 328 504,998 51.9 93,702
'[fotal liabi]itief, mipority interests and 779.227 100.0 972.437 1000 | 193,209
shareholders’ equity




2} Consolidated Statements of Income

{Millions of yen)
Note For the vear ended For the year ended Increase/
Accounts No March 31, 2005 March 31, 2006 (decrease)
) Amounts Ratio Amounts Ratio Amounts
‘ % %
Net sales 478,586 | 100.0 704,234 100.0 225,647
Cost of sales 197,094 | 41.2 257,903 366 60,809
*Gross profit 281,492 | 588 446,330 63.4 164,837
Ekploration expenses 2,473 0.5 5,521 08 3,047
Selling, general and +1, 2 10356 | 2.2 14,158 | 20 3,801
adminmstratve expenses
"Operating income 268,662 56.1 426,650 60.6 157,988
Other income
iInterest income 4,060 9,742
Equity in eamings of affiliates — 1,346
Other 678 | 4,738 1.0 1,183 | 12,272 1.7 7,533
Other expenses
Interest expense 2,983 9,033
Equity in losses of affiliates 1,583 —
Provision for allowance for
" recoverable accounts under 518 3,642
¢ production sharing
Amortization of exploration
- and development rights 1,606 404
Provision for site restoration
: o — 1,583
-and decommissioning costs
Provision for losses on
i N —_ 1,981
-development activities
Provision for doubtful accounts — 2,311
Amortization of goodwill 2,783 —
Foreign exchange loss 2,859 12,417
Other 2,434 | 14,769 3.1 4,008 | 35,383 5.0 20,614
Ordinary income 238631 540 403,539 573 144,907
Income before income (axes 258,631 | 54.0 403,539 | 573| 144907
jand minority interests
Income taxes-current 187,405 312,519
Income taxes-deferred (4,798) | 182,606 38.1 |(13,862) | 298656 | 424 116,049
Minority interests (468) | (0.1) 1,406 0.2 1,874
Net income 76,493 16.0 103,476 14.7 26,983




(3) Consolidated Statements of Retained Eamings

(Millions of yen)
For the year ended " For the year ended Increase/
Accounts March 31, 2005 March 31, 2006 (decrease)
Amounts Amounts Amounts
(Additional paid-in capital)
. Balance at beginning of year - 62,402 62,402
Addition:
Issuance of new shz_\res due to a share 62,402 62,402 _ _ (62,402)
exchange transaction
! Balange at end of year 62,402 62,402 —
(Retained earmuings)
‘ Balance at beginning of year 249,628 320,089 70,461
? Addition:
i Net income 76,493 76,493 103,476 103,476 26,983
I Deduction:
Cash dividends paid 5,892 7,679
Direptors’ bonuses 139 152
ij(incluc:iing statutory auditors) 1)) (am
iRetirement of treasury stock —_ 6,031 1 7.832 1,800
”_Balance at end of year 320,089 415,734 95,644
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(4) Consolidated Statements of Cash Flows {Millions of yen)
l For the year ended | For the year ended Increase/
. March 31,2005 | March 31, 2006 {(decrease)
i Accounts
: Amounts Amounts Amounts
*Cash flows from operating activities
I:'wome before income taxes and minority 258631 403,539
mterests
Depreciation and amortization 12,960 16,065
h (([3:::3 ll‘zzzgn disposal and sales of tangible 48) 563
! Amortization of goodwill 2,867 —
! Provision for doubtful accounts 479 2,284
Posiion o allovae G covntl
Provision for accrued retirement benefits 203 271
Provision for losses on developrfnent activities — 1,981
Provision for site restoration and
! decommissioning costs - 1,583
Interest and dividend income (4,203) (10,035)
) Interest expense 2,983 9,033
" Foreign exchange loss (gain) (474) 11,030
+ Equity in losses (carnings) of affiliates 1,583 (1,346)
.r {Gain) loss on sales of investment securilies 0) 140
* Accounts receivable (20,806) (6,758)
' oroduction sharing (capial expondiure 38,375 62,330
; Reqover@ble a'ccouqts under preduction sharing 7.721) (4,868)
. (operating expenditures)
: Inventories {388) (1,852)
1 Accounts payable-trade 7,045 25
" Other receivables (15,003) (12,865)
Accounts payable-other 14,485 19,750
; Long-term accounts payable 1,728 4,603
Advance received 3,314 (5,493)
. Bonuses to directors and statutory auditers (142) (154)
. Other 358 247
i Subtotal 296,802 493,747 196,944
3f Interest and dividends received 4 831 10,126
i Intcrest paid (2,596) (8,101)
. Income taxes paid (167,831 (277,532)
Net cash provided by operating activities 131,206 218,239 87,032




For the year ended | For the year ended Increase/
Accounts March 31,2005 | March 31, 2006 (decrease)
Amounts Amounts Amounts
Cash flows from investing activities
Proceeds from sales of marketable securities 18,896 18,300
‘Purchase of tangible fixed assets (11,116) {9,090)
. Proceeds from sales of tangible fixed assets 352 8
" Purchase of intangible assets (87) (165)
'Proceeds from sales of intangible assets 0 0
‘Purchase of investment securities (63,753) (144,692)
‘ Proceeds from sales of investment securities 5,042 2,247
Investment in recoverable accounts under
‘ production sharing (capital expenditures) (65.236) (109.410)
 Increase in short-term loans receivable ) (4,236)
Long-term loan made (11 (1,645
Collection of long-term loans receivable 32 15
Other (4,072) (3,731)
Net cash used in investing activities (119,956) {252,399) (132,443)
Ci}sh flows from financing activities
Proceeds from long-term debt 15,611 49,431
‘Repayment of long-term debt (2,282) (27,230)
?P:ﬁZf::S from minority interests for additional 1,488 1,109
'Cash dividends paid (5,892) (7,679)
‘Cash dividends paid to minority shareholders a9 79
'Restricted cash deposited — (1,200)
‘Proceeds from refund of restricied cash 940 —
'Other 5 )
Net cash provided by financing activities 9,751 14,350 4,559
Effect of exchange rate changes on cash and cash (3,142) 6.402 9.545
equivalents
Net increase (decrease) in cash and cash equivalents 17,898 (13.407) (31,306}
Cash and cash equivalents at beginning of year 54,582 128,375 73,793
iiir}t:j;eirzr Z_izl;;?:ncas}l equivalents due to a share 55804 _ (55 .894)
Cash and cash equivalents at end of year 128,375 114,967 (13,407)
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¢ Basic of Presenting Consolidated Financial Staternents

Description

For the year ended March 31, 2005

For the year ended March 31, 2006

1. Scope of consolidation

No. of consolidated subsidiaries: 26
Major subsidiaries

Japan Qi) Development Co., Ltd.,
INPEX Natuna, Ltd., INPEX Alpha,
Ltd., INPEX ABK, Ltd., INPEX
Sahul, Ltd., INPEX North Caspian
Sea, Ltd., INPEX Southwest Caspian
Sea, Ltd., INPEX Jawa, Ltd., INPEX
Browse, Ltd., INPEX Masela Ltd.

During this fiscal year:
No. of new companies included in
consolidated subsidiaries 1

No. of companies excluded from
consolidated subsidiaries 2
Details for the above changes:

(1) Japan Oil Development Co., Ltd.,
has been included due to the
acquisition of shares through a share
exchange transaction.

(2) INPEX Rabe Timor Sea, Ltd., and
INPEX Northeast Sahara, Ltd., have
been excluded due to completion of
liquidation.

Unconsolidated subsidiary:
None

No. of consolidated subsidiaries: 26
Major subsidiaries

Japan Oil Development Co., Lid.,
INPEX Natuna, Ltd., INPEX Alpha,
Ltd., INPEX ABK, Ltd., INPEX Sahul,
Ltd., INPEX North Caspian Sea, Ltd.,
INPEX Southwest Caspian Sea, Ltd.,
INPEX Jawa, Ltd., INPEX Browse,
Ltd., INPEX Masela Ltd.

During this fiscal year:
No. of new companies included in
consolidated subsidiaries 1

No. of companies excluded from
consolidated subsidiaries 1
Details for the above changes:

(1) INPEX Libya, Ltd., has been
included due to establishment of the
company

(2) INPEX South Natuna Ltd., has been
excluded due to completion of
tiquidation.

Unconsolidated subsidiary: -
Same as on the left
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Description

For the year ended March 31, 2005

For the year ended March 31, 2006

2. Application of equity

meéthod

Unconsolidated subsidiary accounted
for by the equity method:
None

No. of affiliates accounted for by the
equity method: 11

Major affiliates:

MI Berau B.V,, ALBACORA JAPAO
PETROLEQO LTDA, INPEX Offshore
North Campos, Ltd., Angola Japan
Qil Co., Ltd.

During this fiscal year:

No. of new companies included in
affiliates accounted for by the equity
method: 4
No. of companies excluded from
affiliates accounted for by the equity
method: 1

Details for the above changes:

(1) BP-Japan Qil Development
Company Ltd., which is an affiliate of
Japan Oil Development Co., Ltd., has
been included due to the acquisition
of shares of Japan Qil Development
Co., Ltd., through a share exchange
transaction.

(2) Angola Japan Oil Co., Ltd,,
AJOCO Exploration Co., Ltd., and
AJOCO ’91 Exploration Co., Ltd.
have been included due to an increase
of the shareholding ratio as a result of
the acquisition of additional shares.

{3) INPEX Northland, Ltd., has been
excluded due to completion of
liquidation,

Unconsolidated subsidiary accounted
for by the equity method:
Same as on the left

No. of affiliates accounted for by the
equity method: 1t

Major affiliates:

MI Berau B.V,, ALBACORA JAPAO
PETROLEO LTDA, INPEX Offshore
North Campos, Ltd., Angola Japan Oil
Co., Ltd. ‘
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Procedures for application of the
equity method:

Regarding affiliates accounted for by
' the equity method having a different
' closing date than the consolidated
closing date for the year, we used the

For some companies, however, we
used financial statements prepared for
consolidation purposes as of the
consolidated closing date.

i . financial statements of each company.

Name of major affiliates not accounted
for by the equity method:

JAPAN INTERNATIONAL FINANCE
MANAGEMENT (TANGGUH)
CORPORATION.

{Reason for not applying the equity
method)

The affiliates are not accounted for by
the equity method because their total net
income (the equity portion) and total
retained earnings (the equity portion) do
not have signiftcant impact on the
consolidated financial statements.

Procedures for application of the equity
method:

Same as on the left
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|

Description For the year ended March 31, 2005 For the year ended March 31, 2006 ]
3. Closing dates of Companies for which the closing date Companies for which the closing date for
consolidated subsidiaries  |for the fiscal year differed from the the fiscal year differed from the

consolidated closing date are as follows. | consolidated closing date are as follows.
Company Closing date [No| Company IClosing date [No
e te
INPEX ABK, Ltd. Dec.31 |1 INPEX ABK, Lud. Dec. 31 |1
INPEX Tengah, Ltd. Dec. 31 |1 INPEX Tengah, Ltd. Dec.31 |1
INPEX East Arguni, Lid Dec. 31 |1 INPEX East Arguni, L1d Dec, 31 |1
INPEX West Arguni, Ltd. - Dec. 31 |1 INPEX West Arguni, Ltd. Dec. 31 |1
INPEX Browse, Lid, Dec. 31 |1 INPEX Browse, Lid, Dec. 31 |1
INPEX Masela, Ltd. Dec.31 |1 INPEX Masela, Led. Dec. 31 |1
INPEX Offshore Northeast INPEX Offshore Northeast
Mahakarn, Ltd. Dec.31 11 Mahakam, Ltd. Dec.31 11
[NPEX Southwest Caspian Sea, Dec. 31 |1 INPEX Southwest Caspian Sea, Dec. 31 |2
Lud. Ld. - ;
INPEX Timor Sea, Lid. Dec. 31 |1
INPEX South Natuna, Ltd. Dec. 31 |1 INPEX Sahul, Lid. Dec. 31 |1
INPEX Timor Sea, Ltd. Dec.31 |1 INPEX Alpha, Ld. Dec. 31 11
INPEX Sahul, Ltd. Dec. 31 |1 INPEX North Makassar, Ltd Dec. 3t {1
INPEX Alpha, Ltd. Dec. 31 |1 orth Makassar, L. e
INPEX North Makassar, Lid. Dec, 31 |1 INPEX North Caspian Sea, Ltd. Dec. 31 |2
INPEX North Caspian Sea, Lid. Dec. 31 |1 INPEX North Natuna, Ltd. Dec. 31 |1
INPEX Offshore North
INPEX North Natuna, Ltd. Dec. 31 |1 Mahakam, Lid. Dec.31 |1
INPEX Offshore Nerth INPEX Offshore South Sulawesi,
Mahakam, Ltd, Dec. 31 |1 Ltd. Dec.31 |1
INPEX Offshore South Sulawesi, Azadegan Petroleum
Ltd. Dec.31 (1 Development, Lid. Dec. 31 11
Azadegan Petroleum Japan Oil Development Co., Ltd. | Dec. 31 (2
Development, Lid. Dec.31 1 INPEX Libya, Ltd. Dec. 31 |1
Japan Oil Development Co., Lid. | Dec. 31 |2 INPEX BTC Pipeline, Lud. . Dec. 31 |1
INPEX BTC Pipeline, Lid, Dec.31 |1 INPEX DLNGPL Pry Lu. Bec. 31 1
INPEX DLNGPL Pty Ltd. Dec.31 |1




Note 1. We used the financial
statements of the consolidated
subsidiaries as of their closing date
for the fiscal year. However, the
necessary adjustments have been
made to the financial statements of
those companies to reflect any
significant transactions made between
the Company’s closing date and those
of the consolidated subsidiaries.

Note 2. The financial statements are
prepared as of the consolidated
closing date.

Note 1. Same as on the left

Note 2. Same as on the left

(Additional information)

Until the year ended March 31, 2005,
INPEX Southwest Caspian Sea, Ltd. .
and INPEX Nerth Caspian Sea, Ltd.
were consolidated on the basis of fiscal
periods ended December 31, which
differ from that of the Company.
Commencing in the year ended March
31, 2006, however, due to the increase
in their materiality, their financial
statements prepared for consolidation
purpose as of the consolidation closing
date have been used. Accordingly, the
consolidated operating results for the
year ended March 31, 2006 included
operating results for 15 months from
January 1, 2005 to March 31, 2006 for
those consolidated subsidiaries.

The effect of this change on the
consolidated statement of operations
was to increase net sales by ¥22,294
million, operating income by ¥9,547
million, ordinary income and income
before income taxes and minority
interests by ¥9,788 million, and net
income by ¥2 885 million for the year
ended March 31, 2006 compared with
the corresponding amounts which
would have been recorded if the
previous method had been followed.




Description

For the year ended March 31, 2005

For the year ended March 31, 2006

4. Accounting policies
1) Valuation method of
significant assets

2) Depreciation method
of significant
depreciable assets

(1) Securities
Other securities

With a determinable market value
Other securities with a determinable
market value are stated at fair value
with any changes in unrealized
holding gain or loss, net of the
applicable incorae taxes, primarily
included directly in shareholders’
equity. Cost of securities sold is
determined by the moving-average
method.

Without a determinable market
value

Other securities without a
determinable market value are stated
at cost determined by the moving-
average method.

{2) Inventories
Inventories are stated principally at
cost determined by the gross
average method.

(1) Tangible fixed assets

Mining facilities

Depreciation of mining facilities is
mainly computed by the unit-of-
production method.

Other

Depreciation of other tangible fixed
assets is determined primarily by
the declining-balance method,
except for the buildings (excluding
facilities annexed) acquired on and
after Apnl 1, 1998, on which
depreciation is computed by the
straight-line method, at rates based
on the useful lives and residual
value of the respective assets as

prescribed by the corporate tax law.

(1) Securities !
Other securities
With a determinable market value
Same as on the left

Without a determinable market
value
Same as on the left

(2) Inventories
Same as on the left

(1) Tangible fixed assets
Mining facilities
Same as on the left

Other
Same as on the left
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Description

For the year ended March 31, 2005

For the year ended March 31, 2006

3) Accounting for
deferred assets

4) Basis for significant
allowances

(2) Intangible assets

(1) Allowance for doubtful accounts

(2) Allowance for recoverable accounts

Exploration and development rights
Exploration and development rights af]
the exploration stage are fully
amortized in the consolidated fiscal
year such rights are acquired and
those at the production stage are
amortized by the unit-of-production
method,

Mining rights

Mining rights are mainly amortized
by the unit-of-preduction method.
Other

Other intangible assets are amortized
by the straight-line method at rates
based on the useful lives and residual
value of the respective assets as
prescribed by the corporate tax law.
Software for internal use is being
amortized over five years.

Deferred assets are charged to
income as incurred.

The allowance for doubtful accounts
is provided at an amount determined
based on the historical experience of
bad debt with respect to ordinary
receivables, plus an estimate of
uncollectible amounts determined by
reference to specific doubtfil
receivables from customers which
are experiencing financial
difficulties.

under production sharing

The allowance for recoverable
accounts under production sharing is
provided for probable losses on
investments made during the
exploration phase under production
sharing contracts arising from the
failure to discover commercial oil
and gas.

(2) Intangible assets
Exploration and development rights
Same as on the left

Mining rights
Same as on the left

Other
Same as on the left

Same as on the left

(1) Allowance for doubtful accounts

Same as on the left

(2) Allowance for recoverable accounts

under production sharing
Same as on the left




Description

For the year ended March 31, 2005

For the year ended March 31, 2006

(3) Allowance for investments in
exploration
The allowance for investments in
exploration is provided for future
potential losses on investments in
exploration companies at an
estimated amount based on the net
assets of the investees.

{4) Accrued employees’ retirement
benefits
Accrued employees’ retirement
benefits are provided at the amount
calculated based on the retirement
benefit obligation at the end of the
fiscal year.

Because the Company and
subsidiaries are classified as small
enterprises, we employ a simplified
method (at the amount which would
be required to be paid if all active
employees voluntarily terminated
their employment as of the balance
sheet date) for the calculation of the
retirement benefit obligation.

{5) Accrued officers’ retirement benefits
Accrued officers’ retirement benefits
are stated at the amount which would
be required to be paid if all officers
voluntarily terminated their services
as of the balance sheet date based on
their respective internal rules.

(3} Allowance for investments in
exploration
Same as on the left

{4) Accrued employees’ fetirement
benefits
Same as on the left

(5) Accrued officers’ retirement benefits
Same as on the left

(6)Liabilities for site restoration and
decommissioning costs
Liabilities for site restoration and

decommissioning costs are provided for

expected future costs for

decommissioning oil and gas production

facilities, related pipelines and wells.

(7)Liabilities for losses on development
activities
Liabilities for losses on development

activities is provided for provable losses

on oil and natural gas development

activities individually estimated for each

project.

The company commenced to record
such liabilities from this fiscal year,
considering changes in the situation of
projects such as delay in development.
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Description

For the year ended March 31, 2005

For the year ended March 31, 2006

5) Translation of
consolidated
subsidiaries’
significant assets
and liabilities
denominated in
foreign currencies
into yen in

+ preparation of their
financial
statements

6) Accounting for
important leases

7). Other significant
matters for
preparation of
consolidated
financial
statements

Monetary assets and liabilities
denominated in foreign currencies are
translated into yen at the exchange
rates prevailing at the balance sheet
date. The resulting exchange gain or
loss is credited or charged to income.

The revenue and expense accounts of
the overseas subsidiaries are translated
into yen at the rates of exchange in
effect at the balance sheet date. Except
for the components of shareholders’
equity, the balance sheet accounts are
also translated into yen at the rates of
exchange in effect at the balance sheet
date. The components of shareholders’
equity are translated at their historical
exchange rates. Translation
adjustments are presented as a
component of shareholders’ equity and
minority interests.

Non-cancelable finance leases are
primarily accounted for as operating
leases except that lease agreements
which stipulate the transfer of
Ownership of the leased assets to the
lessee are accounted for as finance
leases.
(1) Consumption tax
Transactions subject to the
consumption tax are recorded at
amounts exclusive of the
" consumption tax.
(2) Recoverable accounts under
production sharing
Cash investments made by the
Company during exploration,
development and production phases
under a production sharing contract
are recorded as “Recoverable
accounts under production sharing”
50 long as they are recoverable under
the terms of the relevant contract.
When the Company receives the
natural gas and crude oil in
accordance with the contract, an
amount corresponding to the
purchase costs of the products (i.e., a
cost recovery portion of the
investments) is released from this
account,

Same as on the left

Same as on the left

(1) Consumption tax
Same as on the left

(2) Recoverable accounts under
production sharing

Cash investments made by the
Company during exploration,
development and production phases
under a production sharing contract
and a service contract (buyback
arrangement) are recorded as
“Recoverable accounts under
production sharing” so long as they
are recoverable under the terms of
the relevant contract. When the
Company receives the natural gas
and crude oil in accordance with the
contract, an amount corresponding to
the purchase costs of the products
(i.e., a cost recovery portion of the
investments) is released from this
account.

5. Valuation of assets
and liabilities of
consolidated
subsidiaries

The assets and liabilities of
consolidated subsidiaries are valued
at their fair values, However, those
whose valuation difference is not
material are valued at their carrying

Same as on the left
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Description

For the year ended March 3 1, 2005

For the year ended March 31, 2006

amounts.

Y 6. Amortization of
Goodwill

Goodwill is amortized using a
straight-line method over the period
no more than 20 years.

In this fiscal year, the goodwill was
fully written off because the analyses
of subsequent investment results of
goodwill revealed that the goodwill
has no future value.

t 7. Treatment of
appropriation of
retained earnings

The statements of consolidated
retained earnings are based on the
distribution of profit finalized during
the fiscal year.

Same as on the left

8. Scope of cash and
cash equivalents in
the consolidated
statement of cash
flows

Cash (cash and cash equivalents) in
the consolidated statement of cash
flows consisted of cash on hand, cash
in banks which can be withdrawn on
demand, and short-term investments
with a maturity of three months or
less when purchased, which can
easily be converted to cash and are
subject to little risk of change in
value.

Same as on the left
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|
1 . Changes in Basic of Presenting Consclidated Financial Statements

For the year ended March 31, 2005

For the year ended March 31, 2006

{Accounting Standard for Impairment of Fixed Assets)
Effective the year period ended March 31, 2006, the
Company has adopted the “Accounting Standard for
Impairment of Fixed Assets” (“Opinion Concemning
the Establishment of Accounting Standard for
Impairment of Fixed Assets” issued by the Business
Accounting Deliberation Council on August 9,
2002) and the “Implementation Guideline on the
Accounting Standard for Impairment of Fixed
Assets” (“Business Accounting Standard
Implementation Guideline No. 6 issued by the
Accounting Standards Board on QOctober 31,
2003™).

This change had no effect for this fiscal year ended
March 31, 2006.

(Liabilities for site restoration and decommissioning

costs)
Previously, the cost of decommissioning oil and gas
production facilities, related pipelines and wells was
recognized as expense on a cash basis. From the
current fiscal year, the Company changed its
accounting policy to recognize liabilities for the
estimated amount of future decommissioning costs
because such costs estimated based on the future
decommissioning plans are expected to be material.
The effect of this change was to decrease ordinary
income and income before income taxes and minority
interests by ¥1,583 million.
This change was made in second half year of this
fiscal year. This was because the decommissioning
plan was established in that period.
The effect of this change on consolidated statements
of income for the six months ended September 30,
2005 was to decrease ordinary income and income
before income taxes and minority interests by ¥1,583
million as compared with the corresponding amounts
which would have been recorded if the previous
method had been followed.
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Ch;‘ianges in Presentation
i

For the year ended March 31, 2005

For the year ended March 31, 2006

(Consolidated Balance Sheet)’
:1. “Construction in progress,” previously included
~ in “Other” fixed assets is separately presented
because its amount exceeded 1% of total assets.
The amount of “Construction in progress™ for the

. previous fiscal year is ¥2,410 million.

2. In accordance with the “Law Partially Amending
the Securities and Exchange Law” (2004 Law
No. 97}, in which pursuant to the provision
contained in Article 2, Clause 2 of the Securities
and Exchange Law, investments in limited
liability partnerships or other similar partnerships
are deemed to be securities. Such investments
included in “Other” under “Investments and other
assets” in previous year have been included in
“Investment secunties” in this fiscal year.

This change resulted in an increase of ¥863
million in “Investment Securities” and a decrease
of ¥863 million in “Other” under “Investments
and other assets.”

(Consolidated Balance Sheet)
*Account payable-other,” previously included in
“Other” shown on current liabilities is separately
presented because its amount exceeded 5% of
total liabilities, Minority interests, and
Shareholders’ equity.
The amount of “Account payable-other,” for the
previous fiscal year is ¥35,744 million.

{Consolidated Statement of Income)
“Provision for doubtful accounts,” previously
included in “Other” shown on other expenses is
separately presented because its materiality has
increased,
The amount of “Provision for allowance for
doubtful accounts” for the previous fiscal year is
¥420 million.




'3 Notes

(Consolidated Balance Sheets)

Asof March 31, 2005

As of March 31, 2006

*1. Accumulated depreciation
Accumulated depreciation of tangible fixed assets is
¥221,716 mllion.
*2. The Company has the following investments 1n
subsidiaries and affiliates:
Investment securities (equities): ¥18,224 million
Other ¥130 million
*3. Pledged assets
Cash and deposits of ¥8,200 million are pledged as
collateral for long-term borrowings of ¥92,596
million and guarantee obligations of ¥8.461 million,
In additien, investment secuntics of ¥2,636 mllion
are pledged as collateral for the BTC pipeline
project financing.

4. Contingent liabilities
. The Company and its consolidated subsidiaries are

. contingently liable as guarantors of indebtedness of
! the following companies:

Millions of yen
; JNS&NB.V. 3,757
h Sakhalin Oil and Gas
i Development Co., Ltd. 3,746
i ALBACORA JAPAO 2 858
; PETROLEOQO LIMITADA :
. Total 10,361

In addition, INPEX BTC Pipeline, Ltd, a
consolidated subsidiary, is contingently Liable as

i guarantor of indebtedness of BTC Pipeline Project
i Finance in the amount of ¥5,006 million until the

: BTC Pipeline project completion (guarantee for

. completion).

‘5 The total number of the Company’s shares issued
i and outstanding is 1,919,832.75 shares of common
 stock and one special class share.

*6, Treasury stock held by the Company is one share.

*1. Accumulated depreciation - _
Accumulated depreciation of tangible fixed assets is |
¥236,061 nullion.

*2. The Company has the following investments in

subsidiaries and afTiliates:
Investment securnties {(equities): ¥22 608 million
Other ¥653 million

*3. Pledged assets
Cash and deposits of ¥9,400 million are pledged as
collateral for long-term borrowings of ¥94,070
million and guarantee obhigations of ¥7,663 million.
In addition, investment securities of ¥5,102 million
are pledged as collateral for the BTC pipeline
project financing,

4. Contingent hahilities
The Company and its consolidated subsidiaries are

contingently liable as guarantors of indebtedness of
the following companies:

: Millions of yen
Sakhalin Oil and Gas
Development Co., Ltd. 6,979
ALBACORA JAPAO 2343
PETROLEO LIMITADA i
Total 9,323

In addition, INPEX BTC Pipeline, Ltd.,-a
consolidated subsidiary, is conlingently liable as
guarantor of indebtedness of BTC Pipeline Project
Finance in the amount of ¥7,206 mallion until the

BTC Pipeline project completion (guarantee for
completion).

*5. The total number of the Company’s shares 1ssued
and outstanding 1s 1,919,831.31 shares of common

stock and one special class share.
*6.
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’ {Consolidated Statements of Income)

For the year ended March 31, 2005 For the year ended March 31, 2006

*1.Major accounts included in selling, general and

*1.Major accounts included in selling, general and
administrative expenses are as follows:

administrative expenses are as follows;

Millions of yen

Miihons of yen
Personnel expenses 5,041 Personnel expenses 5,342
(Including provision for accrued (Including provision for accrued
ofticers’ retirement benefits ' 195) officers’ retirement benefits 124)
(Including provision for accrued (Including provision for accrued
‘ employees’ retirement benefits 219) employees’ retirement benefits 308)
I Travel and transportation expenses 600 Freight expenses 2,293
| * Depreciation expenses 1,638 Depreciation expenses ' 3,948
*2. Research and development expenses included in *2. Research and development expenses included in
_general and administrative expenses: ¥53 million | general and adminisiralive expenses: ¥50 million




1 {Consohdated Statements of Cash Flows)

i

For the year ended March 31, 2005 For lhe::year ended March 31, 2006
1  Cash and cash equivalents at the end of year are ! Cash and cash equivalents at the end of year are

" reconciled to the accounts reported in the reconciled to hhe accounts reported in the

. . consolidated balance sheet as follows: consolidated balance sheet as follows:
: Millions of yen Millions of yen
Cash and deposits 136,575 Cash and deposits 124,367
Time deposits pledged (8,200) Time deposits pledged (9,400)
Cash and cash equivalents at the 128375 Cash and cash equivalents at the 114,967
end of year

end of year

2 Condensed financial position of newly
. consolidated subsidiary as a result of a share
- exchange transaction.

‘Assets and liabilities at the startup of the -
consolidation of Japan Oil Development Co., Ltd,,
which was acquired by a share exchange transaction,
are as follows. No expenditures for the share
exchange transaction were made.

Millions of yen

Current assets 79,501
Fixed assets 53,682
Total assets 133,183
Current liabilities 46,145
Fixed liabilities 24,635

Total labilities 70,781

3 Significant non-cash transaction
¢Increase in paid-in capital due to the share exchange
‘transaction:

¥62,402 million
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. (Leases)

iFor the year ended March 31, 2003
* None

For the year ended March 31, 2006
t None

(Securities)

For the year ended March 31, 2005 {April 1, 2004 through March 31, 2005)
!,1 Other securities with determinable market value as of March 31, 2005

{Millions of yen)
Type of securities Acquisition H:osls Carrying value Unrezzll:)zsest)i gai
:Secunties whose carrying value exceed their acquisition
costs
.(1) Stocks 287 392 104
(2) Bonds
©  National and local government bonds 71887 72,160 272
Corporate bonds 41339 4,366 27
Other : — - —
(3) Other 500 863 363
’ Subtotal 771013 71,782 768
Securities whose acquisition costs excecd their carrying
value
* (1) Stocks - - -
. (2) Bonds
. National and local government bonds 17,266 17,246 (19
" Corporate bonds — — —
; Other — — —
' (3) Other — — —
i Subtotal 17,266 17,246 (19
. Total 94,280 95,029 749
2 Other securittes sold during for the year ended March 31, 2005
. Millions of ven
Proceeds from sales Gain on sales I Loss on sales
) 23,938 0] —
3 Olher securities without a determinable market value as of March 31, 2005
{Millions of yen)
Type of securilies Carrying value i
Other securities i
¢« Unlisted stocks 23,492
! Trust beneficiary certificates f—

Note: An allowance for investments in exploration is provided for mvestments in exploration companies included

in unlisted stocks above at an estimated amount based on the net assets of the investees.

4 The redemption schedule for securities with maturity date classified as other securities as of March 31, 2005

(Millions of ven

© Type of securities Due 1n one year Erugsgf:f?::evz:z D&Zi‘;ﬁﬂ?g;gﬁ? Due after ten years
(1) Bonds

National and local 18,087 33,798 — 37,521

igovernment bonds

iCorporatc bonds 303 4.063 — —

:Other — — — _
(2) Other — — — —

: Total 18,391 37.861 i — 37,521




Fér the year ended March 31, 2006 (April 1, 2005 through March 31, 2006)
1 Other securittes with determinable market value as of March 31, 2006

(Millions of ven)

Type of securitres Acguisitzon ct%:llsts Carrying value Unreﬁ:)zg)i gam
Securities whose carrying value exceed their acquisition
costs
(1) Stocks 19,906 22,187 2,280
(2) Bonds
" National and local government bonds 13,293 13,227 24
Corporate bonds 4,010 4,018 7
Other :—Ii— — —
(3) Other 500 1,138 638
¢ Subtotal 37,620 40,571 2,951
Securities whose acquisition costs exceed their carrying
value “
(1} Stocks — — —
(2) Bonds .
National and local government bonds 173,991 167,777 6,214)
Corporate bonds i -— —
Other [N — —_
(3) Other "— — —
Subtotal 173,991 167,777 (6,214)
Total 211,612 208,349 (3,263)
2 Other securities sold during the year ended March 31, 2006 “
: (Milliens of yen)
Proceeds from sales . Gain on sales il Loss on sales
20,547 — 140
3 Other securities without a delennmable market value as of March 31, 2006
: (Millions of yen) )
}f ~Type of securities Carrying value Il
Other securities |
Unlisted stocks 27,527
‘Trust beneficiary certificates —

Note: An allowance for investments 1n exploration is provided for mveslmems in exploration companies included

in unlisted stocks above at an estimated amount based on the net assets of the investees.

4 The redemption schedule for securities with maturity date classified as other securities as of March 31, 2006

(Mjlllons of yen)

;tType of securities Due in one year %zt?gfr;'sgevz::: D&Zﬁggrtgl;g:;r Due after ten years
(1) Bonds

National and local 17,500 80,441 1,946 81,117

government bonds

Corporate bonds 4,018 —_ —_ -

Other — — - —
(2) Other — — — —

: Total 21,518 80,441 il 1,946 81,117
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" (Derivatives)

For the year ended March 31, 2005

|
l;lor the year ended March 31, 2006

1. Description of derivative transactions

hH Types‘!'md purposes of transactions
The Company engages in the following denvative
transactions.
Foreigﬁ currency forwards
The Company uses forward foreign exchange
contracts to reduce its exposure to foreign currency
risk from its assets and liabilities denominated in
foreignlcunencies The Company does not engage
in derivative transactions for trading purposes.

(2) Policy ¢ Yon derivative transactions
Nomm.'?il amounts for transactions are limited to
amounts of assets and liabilities at market risk.

3) Descr::liplion of nsks relaing to denvative

lransactions
Al[houg‘h there remain the market risk, denvative
transactlons are used for the purpose of hedging
overall market risks on assets and liabilities.
As the Company’s  derivative  contract
counterpamcs are all banks with high credit
slandmgs the Company believes that the nisk of
counterparty default is minimum.

(4) Risk managemenl for derivative transactions

The execulmn and control of denvative |

transactions are based on internal rules.

I
All tranSactxons are reported to director in charge ||

on tunely basis and confimmations of transactions
are obtained from counterparties on a regular basis.

2. Fair value of derivative transactions
As for forward foreign exchange contracts, since
there areE'no unsettled contract at the end of year,
there is no fir value information to be disclosed.
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(Retirement benefit plan)

For the year ended March 31, 2005

|
lﬂor the year ended March 31, 2006

1. Outline of retirement benefit plans
Lump-sum payment on retirement;
Lump-sum retirement plan under the rule of
retirement benetits plan is adopted.
Welfare Pension Fund:

Some of the Company’s subsidiaries adopted
Tokyo Municipal Oil Business Welfare Pension
Fund Plan in addition to the lump-sum retirement
payment plans

2. Retirement benefit obligations

1. Outline of retirement benefit plans
Lump-stsm payment on retirement:
Same as on the lef

Welfare ‘,Pension Fund:
Same as on the left

2. Retirement benefit obligations

Some of the Company’s subsidianies have pension assets
of ¥739 million in the Multi-Emplover Pension Fund
Plan.

3. Retirement benefit expenses

Millions of yen , Millions of yen
Retirement benefit obligations (1,503) | Retirement|benefit obligations (1,719
Accrued retirement benefits (1,503) Accrued retirement benefits (1,719

Some of the Company’s subsidiaries have pension assets
of ¥1,046 million in the Multi-Employer Pension Fund
Plan.

3. Retirement benefit expenses

Regarding the Multi-Emplover Pension Fund Plan to
which some of the Company’s subsidiaries belong, ¥26
million of contributory payment {(excluding contributory
payment for employees) is included in service cost.

4. Accounting for retirement benefit obligation
Simplified method(per the rule of retirement benefit

Millions of yen Milhions of yen
Service cost 219 Service cost 308
Retirement benefit expenses 219 Retirement benefit expenses 308

Regarding the Multi-Employer Pension Fund Plan to
which some of the Company’s subsidiaries belong, ¥31
million of corll}tribulory payment {excluding contributory
payment for employees) is included in service cost.

4, Accoumi}}g for retirement benefit obligation
Same as on the left

plan}
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]
(Te?x Accounting)

(Millions of yen)

' For the year ended March 31, 2005

Fo:r: the year ended March 31, 2006

1. The significant components of deferred tax assets and
liabilities are summarized as follows:
Deferred tax assets:

Investing in related parttes 28,076
Loss on revaluation of land 4,543
|
Recoverable accounts under production sharing 7,123
(foreign taxes)
Allowance for investments in exploration 3,276
Foreign taxes payable 13,037
Net operating loss 16,247
Accumulated amortization of tangible fixed 1,011
assets
Accrued retirement benefits 726
Translation differences of asset and liabilities
: . . ) . 6,732
denominated in foreign currencies
Other 5,180
Total gross deferred tax assets 85,956
Valuation allowance (76,712)
Total deferred 1ax assets 9,243
Deferred tax liabilities:

Foreign taxes 26,013
Translation differences of asset and liabilities

. . . . 5,048
denominated in foreign currencies
Other 3,792
Total deferred tax liabilities 34,855

Nel deferred tax liabilities 25,611

Nel deferred tax liabilities are included in the following
accounts on the consolidated balance sheets.

Current assets — deferred tax assets 23
Fixed assets — deferred tax assets 2,207
Current liabilities — other (2,028)

Eong-term liabilities — deferred tax liabilities (25,814)

2. A reconciliation of the difference between the statutory tax

rate and the effective tax rates is as follows:
W o
v

I [
Statutory tax rate 36.2
(Adjustments)

Permanently nondeductible expenses such as 0.0
entertainment expenditures

Permanent exclusion from gross revenue (0.0)
such as dividends income

Valuation allowance : 33
Foreign tax credit (15.3)
Foreign taxes 704
Equity in earnings of affiliates (0.6)
Adjustment of deducted amounts of foreign taxes (19.4)
Operating losses used during this fiscal year @4
Other 0.4
Effective tax rates 70.6

. The significant components of deferred tax assets and

0
hablhhes are summanzed as follows:

Deferred tax assets

Investing in rclaled parties 32,850
Loss on revaluation of land .~ 4,543
Non- dlductlblé accounts payable-other 5,380
Recoverable alcounts under production sharing 10,988
(foreign taxes) l
Allowance for i jnvestments in exploration 1,912
Foreign taxes pa}, able 23,106
Net operating loss 3,621
Accumulated [amortization of tangible fixed 1,339
assets
Accrued retirement benefits 813
Translation dlffcrcnces of asset and liabilities 7,263
denominated in foreign currencies
Other | 3.692
Total gross defcrrcd tax assets 95,513
Valuation a]lov's'ance (79.471)
Total deferred tax assets 16,041
Deferred tax liabilities:
Foreign taxes 24,076
Other 3,631
Total deferred tax liabilities 27,708
Net deferred tax liabilities 11,666

Net deferred tax liabilities are included in the following

accounts on the consolidated balance sheets.

Current assets — deferred tax assets 3,448
Fixed assets —, deferred tax assets 10,271
Current liabilities ~— other (2,438)

Long-term liabilities — deferred tax liabilities (22,948

2. A reconailiation of the difference between the statutory tax
rate and the effeclive tax rates is as follows:

%

Statutory tax rate 36.2
(Adjustments)

Permanently nondeductlb]e expenses such as 0.0
entertainment expendlmres

Permanent e\:cl'us:on from gross revenue - 0.1)
such as d|v1dends income

Valuation allowance 36
Foreign tax credit (16.2)
Foreign taxes 71.7
Equity in eamnings of affiliates (0.3)
Adjustment of dcducted amounts of foreign taxes (17.5)
Operaling losses used during this fiscal year (3.5
Other " 0.1
Effective tax rates 74.0
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{Segment Information)

[Business Segment Information]

For the year ended March 31, 2005 (April 1, 2004 through March 319 2005)

Segment information by business has been omitted because the crude oil and natura) gas business accounts for

more than 90% of total sales and operating income, as well as mare than 90% of total

For the year ended March 31, 2006 (April 1, 2005 through March 31 2006)

Segment information by business has been omitted because the crude oil and natural gas business accounts for

assets.

more than 90% of total sales and operating income, as well as more than 90% of total assets.

" [Geographical segment information]

For the year ended March 31, 2005 (April 1, 2004 through March 3 l,}i2005)

(Millions of yen).
o . i Eliminatio .
Asia _ NIS Middle Other Total as and Consolidat
Oceania East " other ed
I Net sales and operating
ncorme
Net sales
(1) Sales to third parties 287,185 —| 191,401 —| 478,586 —| 478,586
(2) Intercompany sales
‘ and transfers — 20,899 414 — 21,3131 (21,313) —
| between segments
Total 287,185 _ 20,899 191,815 | —| 499,900 (21,313)| 478,586
Operating expenses 150,824 16,471 63,976 \ 31 231,276] (21,352) 209,924
| Operating income (loss) | 136,360 44270 127839 | | 268623 38| 268,662
|11 Assets 236,646) 223532) 179412 14227] 643819 135407 779227

relationships.

2. Miajor countries and areas that belong to segments other tha

(1) Asia-Oceania- - - *Indonesia, Australia, East Timor

() NIS

(4) Other

. management.

(3) Middle East --

- -Republic of Kazakhstan, Republic of Azerbaijan

* *Republic of Angola, Brazil
3. Unallocated operating expenses included in “Eliminations zlmd other” of ¥114 million under the
operating expenses are mainly general administrative expenses including costs for real estate

* - United Arab Emirates, Islamic Republic of Iran

n Japan are as follows:

+ Notes: 1. Countries and areas are segmented based on their geographic proximity and their mutual operating

4. Of the figure for assets, ¥135,407 million included in “Eliminations and other” ar¢ mainly the parent

departments.

5. Changes in allocation of operating expenses
Operating expenses related to the administrative deparlrnents previously included in “Other” segment
are included in “Eliminations and other” in this fiscal year as these expenses are for administration
expenses for the Grope and unallocatable.

6. Change of classification of region

. (1) The Middle East, previously included in the “Other” segment, is separately presented since sales and
operating income 1n the Middle East exceeded 10% of the liotals of the consolidated amounts.

(2) Investments in the Company’s subsidiaries and afliliates accounted for by the equity method were
prevlously included in assets of “Asia-Oceania” segments. I—lowever such investments are included
in the segment in which the mining operation of each subs1d:ary and affiliate is located in this fiscal
year to improve the usefulness of geographical segment infdrmation.
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‘For the year ended March 31, 2006 (April 1, 2005 through March 31, 2006)
‘ | (Millions of ven)
Asia- Middle Il Eliminations| Consolidat
Oceania NIS Fast Oth:,!r Total and other ed
'T Net sales and operating
income
Net sales
(1) Sales to third parties: 339,523]  63,766| 300,943 — 704,234 — 704,234
(2) Intercompany sales and
transfers between — — — — — —_ —
segments "
Total 339,523 63,766] 300,943 _:; 704,234 —_ 704,234
Operating expenses 146,746  40,199] 90,738 I 4 277,689 (105) 277,583
Operating income (loss) 192,777)  23,567| 210,205 ) 426,545 103] 426,650
11 Assets 244,574 290,996| 239,214 4,743 779,529 192,908 972,437
Notes: 1. Countries and areas are segmented based on their geographxc pm\umlty and their mutual operating

relationships.

2. Major countries and areas that belong to segments other than Japan are as follows:

4} Asla-Oceania- - - -Indenesia, Australia, East Timor

(2) NIS - - - -Republic of Kazakhslan, Republic of Azerbaijan
) ) Middle East - - - - United Arab Emirates, {slamic Re;')’ublic of Iran
: ) Other - -Republic of Angola, Brazil, Libyz’lr
; 3. Unallocated operating expenses included in “Eliminations a'}ld other” of ¥327 million under the
; operating expenses are mainly general administrative e\cpenses including costs for real estate
! management.

4. Ofthe flgure for assets, ¥192,917 mllion included in ‘Ehm.matlon and other” are mainly the parent
company’s cash and deposits, securilies, investment securities and assets related to administrative
departments.

5. The geographical segment information for the Company and its subsidiaries has been reflected in the

regions based on the location of operations. Since INPEX Tradmg, Lid., a subsidiary of the Company,
which is engaged in purchase and sale of crude oil of the Company and consolidated subsidiaries,
does not deal in o1l productions activities, operating results of INPEX Trading, Ltd. had been
reflected in Asia-Oceania segment where substantially all of \ts oil for trading are provided until the
year ended March 31, 2005. Effective Apnl 1, 2003, operalmg results and assets of INPEX Trading,
Ltd. have been rel‘lected in the segments based on the Iocallon of the Company and consolidated
subsidiaries which INPEX Trading, Ltd. purchase the crude 0il, considering the increasing materiality
of the transactions outside of Asia-Oceania region.
As a result, there were no intercompany sales and transfers between segments since all intercompany
sales are recorded within the same segment.
Also, on September 1, 2005, INPEX Trading, L.1d. entered lnlo sales consignment contract with the
Company and other consohdaled subsidiaries. Accordingly, shles of the Company and other
consolidated subsidiaries, which previously had been mclude:ld in intercompany sales and transfers,
have been included in sales to third parties since September 1 2005.
1f new method which is based on the location of the Company and consolidated subsidiaries had been
followed, the geographical segment information for the Company for the year ended March 31, 2005
would have been the following.
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For the year ended March 31, 2005 (April 1, 2004 through March 31} 2005)

{(Millions of yen)
B Asia- Middle | ! Eliminations| Consolidat
Oceania NIS . East (")ther Totai and other ed
' ] T Net sales and operating
|| income
Net sales
‘; (1) Sales to third parties 268,027 18,730 191,825 — 478,586 — 478,586
"1 (2) Intercompany sales or . _ . . N _ |
’ transfers between segments i
Total 268,027 | 18,730 [191,829 | | — | 478,586 — | 478,586|
Operating expenses 131,676 14,302 | 63,990 l 3 209,972 (48) 209,924|
Operating income 136350 | 4427 [127839 | | 3)| o268614| 48| 268,662]
IT Assets 235884 | 223,532 1179412 | 41227 643,056 136,170 | 779,227
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[Overseas sales)

.For the year ended March 31, 2005 (April 1, 2004 through March 31, 2003)
| (Millions of ven

Asia Other Total
: Il
\ I Overseas sales 167,74“1 11,299 179,040
II. Consolidated sales \ 478,586
: ; i il
II1. Overseas sales as a percentage of consolidated 350 24 374
sales (%) I
Notes: 1

Countries and areas are segmented based on their geographic proximity.

- 2. Major countries and areas that belong to segments other than Japan are as follows:
(1} Asia- - - - South Korea, Taiwan, Indonesia, Singapore, Thailand, China

(2) Other- - - - Australia

3. Overseas sales consisted of export sales of the Company]and its domestic consolidated subsidiaries
and sales {other than exports to Japan) of its foreign consolidated subsidiaries.

For the year ended March 31, 2006 (April 1, 2005 through March 31, 2006)
|

(Millions of ven)
ra | Other Total
I. Overseas sales 249,027 45,960 294 987
II. Consolidated sales 704,234
III. Overseas sales as a percentage of consolidated 15.4 | 6.5 41.9
sales (%)
i Notes: |

(1) Asia- -
(2) Other- -

-+ Australia, Italy

Countries and areas are segmented based on their geographl‘c proximity.
2. Major countries and areas that belong to segments other !.han Japan are as follows:
- South Korea, Taiwan, Indonesia, Singapore, Tha1land China, Malaysia

3. Overseas sales consisted of export sales of the Company and ils domestic consolidated subsidianes
and sales (other than exports to Japan) of its foreign consolidated subsidiaries.
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[Related Party Transactions]

” For the year ended March 31, 2005 (Apnl 1, 2004 through March 311120035)

1. The parent company and major corporate shareholders | (Millions of ven)
Attribute Major shareholder
Company name Japan National Oil Corporation  (Note 1)
Location Chiyoda-ku, Tokvo, Japan
Investment in capital 1,112,293}
. . _ . Asset administration including establishment of a core
Principal business or profession
) company

Holding (being held) percentage of voling rights, ete. 36.06% ]

Directors’ position held
Relationship with concurrently —
the C : ; . . . -

© L-ompany Business relationship Investment in E:apltal

Description of transactions

Exchange of sﬁa.res

Transaction amount

62,402 (Not¢ 2)

Account item

Year-end balance

Notes: 1. As described in “Significant subsequent events,” Japan National Oil Corporation, a former major
shareholder of the Company, was dissolved as of Apnl 1, 2005.
2. A sshare exchange transaction made Japan Oil Development Co.Ltd,a wholly owned subsidiary.
. The Company 1ssued 50,744.25 new shares of common stock !and exchanged them for 2 shares of Japan
i Oil Development Co., Ltd.’s common stock held by Japan National Oil Corporation as of May 17, 2004,

w 2. Directors and major individual shareholders: None
3. Subsidiaries: None
4. Fellow subsidiaries: None

based on the valuation by a third party, and all the amounts were allocated to Additional paid-in capital.

' For the year ended March 31, 2006 (Aprit 1, 2005 through March 31,12006)

1. The parent company and major corporate shareholders: None
2. Directors and major individual shareholders: None

3. Subsidiaries: None

4. Fellow subsidiaries: None
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(Per Share Information)

Diluted net income per share is not
presented because there are no
dilutive potential of shares of
common stock such as corporate
bonds with warrants.

There was a 3-for-1 stock split of|
common stock on May 18, 2004,
Per share information for the
previous fiscal! year had this stock
split been made at the beginning of
the previous year is presented as
follows.

Net assets per share  ¥157,275, 33
Net income per share ¥19,612, 9ﬂ2

I
Item For the year ended March 31, 2(?'05 For the year ended March 31, 2006
Net assets per share ¥214,163.98 ¥262,966.53
'Net income per share ¥40,255.92 ¥53,814.47

Diluted net income per share is not
presented because there are no
dilutive potential of shares of
common stock such as corporate
bonds with warrants.

Note: Net income per share is calculated based on the following:

For the year €nded For the year ended
March 31, 2005 March 31, 2006
Net income {millions of yen) | 76,493 103,476
Amount not attributable to common stockholders
151 162
(millions of yen)
(Dlrectors bonuses as appropriation of profit) | (151) (162)
Net income attributable to common stockholders 76,341 103,314
(millions of yen)
Averagc number of shares  (thousands of shares) 1,896 1,919
: Common stock 1,896 » 1,919
¢ Common stock equivalent share;
# . 0 0
- Special class share
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(Significant subsequent events)

For the year ended March 31, 2005

| .
For khe year ended March 31, 2006

* Transfer of shares held by Japan National Oil

, Corporation

- Japan National Oil Corporation, the Company’s major
shareholder and the largest shareholder, was dissolved
as of April 1, 2005, pursuant to the “Law on the
Abolishment of the Japan National Qil Corporation
Law and the Metal Mining Agency of Japan Law”
(Item 93, 2002 Law). Accordingly, 692,307.75 shares
of common stock and one special class share in the
Company held by Japan National Oil Corporation
were transferred to the Minister of Economy, Trade
and Industry. Shares in our Group companies held by
Japan National Qil Corporation and its status in
transactions with each Group companies were also
transferred to the Minister of Economy, Trade and
Industry or an independent administrative
corporation; Japan Qil, Gas and Metals National
Corporation.

Establishment of the Joint Holdings Company

The Company and Teikoku Qil Co., Ltd. had reached
agreement on the integration of the two companies, and
signed a joint stock transfer agreement on November 53,
2005.

After the approval of “Establishment of the Parent
Company through a Stock Transfer” at respective
extraordinary shareholders’ meetings and meeting of the
Special Class Share on January 31, 2006, INPEX
Holdings Inc.” was established as a solo parent
company on Apn] 3, 2006. Accordingly, the Company
became a wholly owned subsidiary of INPEX Holdings
Inc.

Overview of a solo parent company as follows

(As of April 3, 2006)
INPEX Holdings Inc.

4-1-18 Ebisu, Shibuya-ku,
Tokyo, 1500013, Japan
April 3, 2006

Company name
L1

Company hﬁadquancr

Date of estalllalishmcm

Main business Management and
administration of

subsidiaries and group

companies
Capil.al ¥30 billion
Represcmamc Director Naoki Kuroda

and President
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IV Production, Orders Received and Sales Performance
(1) Production
The following table shows production by business segment:
Business segment | Classification | For the year ended March 31, 2005 | For the year ended March 31, 2006
LA Millions of barrels Millions of barrels
Crude oil 70.3 74.7
{Thousands of barrels per day) {Thousands of barrels per day)
. (192.6) (204.7)
: BCF BCF
Crude oil and Natural gas 300.6 287.6
natural gas {Millions of CF per day) (Millions of CF per day)
' (823.5) (787.8)
Millions of BOE | Millions of BOE
Total 120.4 ‘ 122.7
(Thousands of BOE per day) (Thousands of BOE per day)
(329.8) ' (336.0)
Notes: 1. The production volume of crude oil includes condensate and|LPG

(2) Orders received
The Company has no production by order.
. (3} Sales performance

2. The production by the Company’s affiliates accounted for by the equity methed is included in the figures
above. Also, the production is a result for the year ended March 31 regardless of a closing date on the basis
of fiscal periods of its subsidiaries or affiliates.

3, The Production volume of crude oil and natural gas invo[vc;g in the production sharing contracts entered by
the INPEX Group comresponds to the net economic take of our group.

4, Production of Japan il Development Co., Ltd. that merged i in May 2004 has been included from April 2004.

5. We acquired equity interests of Angola Japan Oil Co., Ltd. |IAJOCO Exploration Co., Ltd. and AJOCO *91
Exploration Co., Ltd. in September 2004, and these three companies have become affiliates accounted for
by the equity method. However, their production has been included from April 2004.

6. BOE means barrels of oil equivalent.

P a) We take back substantially all the amount of crude oil produ(rzled under production sharing contracts, and
¢ primarily sell it domestically to Japanese refining companies.|We sell natural gas in the form of LNG and

LPG to Japanese power companies and urban gas companiesl through PERTAMINA and also sell a part

to customers in South Korea, Taiwan and other countries! In addition, we sell natural gas to the
Indonesian and other markets.
b) The following table shows sales performance by business segment:

{Millions of yen

‘For the year For the year
Business Classification ended March ended March Increase/(Decrease)
segment 31, 2005 31, 2006
Amounts Amounts Amounts Ratio (%)
. | Crude oil and Crude oil 293,143 462,691 169547 | 578
.| natural gas Natural gas 185,443 241,543 56,099 30.3
Total 478,586 704,234 225,647 47.1

5 Notes:

1. LP@, which uses a natural gas as materials, is included in natural gas.

2. The above amounts do not include related consumption taxes,

3. Anincrease in actual sales is due to a rise in the price of oil ar‘xd natural gas.

4. The Company’s subsidiaries of which closing date for fiscal year is December 31 are principally consolidated
their operating resull for the year ended December 31. However the significant effects of the difference in
fiscal periods were properly adjusted in consolidation. For Japan Oil Development Co., Ltd., we consolidated
their operating results, prepared for consolidation purposes, for the year ended March 3l Commencmg in the
year ended March 31, 2006, for INPEX Southwest Caspian Sea Ltd. and INPEX North Caspian Sea, Lid.,
we consolidated their operating results for 15 months period from January 1, 2005 to March 31, 2006.

5, Sales for major customers and the ratio of such sales {o the total sales are as follows:

; For the year ended March 31, 2005 { For the year ended March 31, 2006
: Customers Amounts Ratio ‘\ Amounts Ratio
I (Millions of yen) (%) (Millions of yen) (%)
! | PERTAMINA 188,647 394 239,369 340
. PETRO DIAMOND CO., LTD. 50,054 105 68,880 5.8
i | IDEMITSU KOSAN CO., LTD. — i 73,243 10.4

Note:

As the sales for IDEMITSU KOSAN CO., LTD., exceeded 10% of the total sales of the Company for the year
ended March 31, 2006, this information is disclosed herein,
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Company name INPEX Holdings Inc.
' (INPEX CORPORATION)
Code number 1605
(URL  http://www.inpex.co.jp/}
Representative Naoki Kuroda, President
Contact person Shuhei Miyamoto, General Manager,
‘ TEL +81-3-5448-0205
Date of the mecting of the May 16, 2006

Board of Directors for the year
ended March 31, 2006 financial

results

Starting date for the dividend June 28, 2006
payment :

Shares constituting one unit No

Note: The following report is an English translation of the Japauese-language original.

May 16, 2006

Stock Exchange on which  Tokyo Stock

the Company s listed Exchange

Location of the head Tokyo

office

Corporate Communications Uml

Paying interim dividend  Yes

Date of the Annual June 27, 2006

Meeting of Shareholders

Financial Results for the year ended March 31, 2006 (April 1, 2005-March 31, 2006)

‘(1) Operating results Note: Amounts less than million yen are rounded off.
‘ Net sales Operating income Ordinary income
Millions yen % Millions yen % Millions yen %
For the year ended
March 31, 2006 258,154 273 - 160,960 41.7 159,385 41.6
March 31, 2003 202,729 205 113,556 226 112,584 477
Net income Net income per share — basic | Net income per share — diluted
N Millions yen % Yen Yen
For the year ended
March 31, 2006 69,927 377 36,372.85 —
March 31, 2005 50,765 79.1 26,717.47 -
Retum on shareholders’ Ordinary income as a Ordinary income as a
! equity percentage of total capital percentage of net sales
‘ % % %
For the year ended
March 31, 2006 17.2 358 61.7
March 31, 2003 15.7 313 555

(Notes) 1. Average number of shares issued and outstanding during the fiscal year: for the year ended March 31, 2006, 1,919,832  shares, for the

year ended March 31, 2005, 1,896,412 shares.
2. Change in accounting policy: No

3. The percenlage expressions for net sales, operating income, ordinary income and net income represent the changes from the previous

fiscal year.
(2) Cash dividends
Annual cash dividends per share Total cash Cash dividends as
- . , . a percentage of
Interim Year-end dividends paid | Payout ratio shareholder's
(annual) .
equity
: Yen Yen Yen Mllion yen % %
For the year ended
March 31, 2006 5,500.00 0.00 5,500.00 10,559 15.1 24
March 31, 2005 4,000.00 0.00 4,000.00 7,679 15.0 2.0
y —41—




(3) Financial position Note: Amounts less than million yen are rounded off.

! - .
: Total assets | Shareholders’ equity Ratio of:(.ll:laig:rholders Net assets per share
: Millions of yen Millions of yen % Yen
For the year ended
March 31, 2006 472,686 437,478 926 22782209
March 31, 2005 417,978 377,222 90.2 196,436.16

(Notesy 1. Number of shares issued and outstanding at the end of fiscal year: at the year ended March 31, 2006, 1,919,832 shares; at the year
} ended March 31, 2005, 1,919,832 shares,

2. Number of treasury stocks at the end of fiscal year; for the year ended March 31, 2006, - shares; for the year ended March 31, 2005, 1
share.

Average number of shares during the fiscal year (After deducting the number of treasury stock)

For the year ended March 31, 2005 For the year ended March 31, 2006
Common stock 1,896,412 shares 1,919,831 shares
Common stock equivalent share;
0 shares 1 share

Special class share

Number of shares issued and outstanding at the end of fiscal year (Afier deducting the number of treasury stock)

. For the year ended March 31, 2005 For the vear ended March 31, 2006
Commeon stock 1,919,831 shares : 1,919,831 shares
Common 'stock equivalent share; ‘
. 1 share i share
| Special class share
(Note) Since sharcholder of the special class share is entitled to the same rights as that for sharcholders of commeon stock regarding dividends

i and the distribution of residual propenty, the special class share is classified as common stock ¢quivalent share.

Movement in the number of issued shares for the year ended March 31, 2006 is as follows;
Retirement of treasury stocks (1)Number of rctired shares 1.44 shares
March 31, 2006) (2)Total acquisition cost ¥1 million
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P

V Non-consolidated Financial Statements

(1) Financial Statements

1) Non-consolidated Balance Sheets

{Millions of yen)
Accounts r;r\f:)te As of March 31, 2005 As of March 31, 2006 (L‘L‘;’;:Z‘Z)
) Amounts Ratio Amounts Ratio | Amounts
% %
{Assets)
Current assets:
Cash and deposits *3 24,802 29,556
i. Accounts receivable-trade 15,207 11,622
' Marketable securities 18,391 14,530
{;Prepa_id expenses 77 81
:;!Defe!;red tax assets 1 20
E‘Accoums receivable-other 308 322
Stor e sl fom
Other 232 783
: Total current assets 74,722 17.9 62,8781 13.3 ] (11,844)
Fi}ced assets:

\Tangible fixed assets *1

Buildings 5,436 5,170

Structures 69 63
i3 Machinery and equipment 0 o
} V:(l;:l:g;; ::td transportation 27 19
. Tools and fixtures 104 102
' Land 4,001 4,001
“ Construction in progress - 87
' Total tangible fixed assets 9,640 | 23 9444 | 2.0 (195)
I:mangiblc assets
Software 30 152
: Other 5 4
 Total intangible assets 35| 00 156 | 0.0 121




Increase/

Note| AsofMarch 31, 2005 As of March 31, 2006
Accounts No (decrease)
) Amounts Ratio Amounts Ratio | Amounts
: Investments and other assets
~ Investment securities 84,179 133,788
Invesgmcnts in subsidiaries and 225,111 242,629
affiliates
¢ Investment in capital 0 0
. Invesiments in capital of
subsidiaries and affiliates 194 194
- Long-term loans receivable 44 41
Long-term loans receivable from 2 |
employees
Long-term loans receivable from
subsidiaries and affiliates 17,217 19,990
Long-term accounts receivable — 3,353
Long-term prepaid expenses 36 18
Deferred tax assets 53 59
Guarantee deposits 60 58
Recovera‘ble accounts under 81,918 92,369
¢ production sharing
~ Other 6,491 1,961
Less allowance for doubtful (631) (3,223)
. accounts
;‘ Lfess allowanc-e for . (81,100) (91,037)
| investments in exploration
+ Total investments and other
; 333,579 79.8 400,207 | 84.7 66,627
| assets
ij Total fixed assets 343,255 82.1 409,808 | 86.7 66,553
. Tota) assets 417,978 | 100.0 472,686 | 100.0 54,708
!




{Millions of yen)

Accounts No;e As of March 31, 2005 As of March 31, 2006 (L“e‘:crg;ﬁ)
] Amounts Ratio Amounts Ratio | Amounts
% %
(Liabilities)
Current liabilities:
Accounts payable-other - 4,706 2,585
Income taxes payable 12,608 13,831
Accrued expenses 480 539
Ad{fance received 4,587 1,972
Deposits received 84 43
Total current liabilities 22,467 54 18,972 4.0 (3,495)
Long-term liabilities:
Long-term debt *3 10,741 —
A;:;;g;ctlsemployees rctlrement. 870 1,025
A;;:;:;({is officers’ retirement 409 481
j Long-term accounts payable 6,205 14,708
Other 62 21
Total long-term liabilities 18,288 4.4 16,236 34 (2,052)
+ Total liabilities 40,755 9.8 35,208 7.4 (5,547)
(Shareholders’ equity)
‘Common stock *2 29460 | 7.0 20460 | 62 —
.‘?Capital surplus:
; Additional paid-in capital 62,402 14.9 62,402 13.2 —
Retained eamings: '
Legal reserve 7,365 7,365
r Voluntary reserves
‘I Rgf'zg:agoirn?es;tgtn(s 91 ,233
! Reserve for dividends 1,500 1,500
| oxchange fluetustions 1,000 1,000
General reserve 222,718 259,718
: U;iﬂ?éggriatcd retained 51,921 76,329
Total retained eamings 284,996 68.2 347,146 73.5 62,149
P(;‘rﬁae'éfﬁﬁiggldi“g gain (loss) 363 0.1 1,530 | (03) ] (1,894
{I‘reasury stock *4 {0) (0.0) — 0
‘ Total shareholders’ equity 377,222 90.2 437 478 92.6 60,255
; Total liabliies :;ﬂty 417,978 | 100.0 472,686 | 100.0°| 54,708




2) Non-conselidated Statements of Income

(Millions of yen)

. Note For the year ended For the year ended Increase/
[ Accounts N March 31, 2005 March 31, 2006 (decrease)
| 4] . -
{ Amounts Ratio Amounts Ratio | Amounts
; % - %
E Net sales 202,729 100.0 258,154 100.0 55,424
' Cost of sales 83,980 | 414 92,131 357 8,151
Gross profit 118,749 58.6 166,022 64.3 47273
Selling, general and *]
administrative expenses
Selling expense 345 376
General and administrative |, agas | 5193 26 a68s| so062| 20| (30
expenses )
Operating income 113,556 56.0 160,960 62.3 47,404
Other income *3
Interest income 390 1,466
Interest on securities 256 399
Dividend income 4,755 4933
Guarantee fees 803 936
Foreign exchange gain —_ 3,473
- Other 222 6,427 3.1 300 | 11,511 4.5 5,083
Other expenses
' Interest expense 205 422
i' Prov:smn for gllowance for 4,595 9,948
- investments in exploration
%; Foreign exchange loss 1,929 —
‘ Provision for allowance for - 2 5'91
* doubtful account ’
~ Other 669 7,399 3.6 124 | 13,085 5.1 5,686
. Ordinary income 112,584 |  55.5 150,385 | 617 [ 46,801
Income before income taxes 112,584 55.5 159,385 61.7 46,801
. Income taxes—current 61,666 89413
* Income taxes—deferred 152 61,819 305 44 | 89,458 34.6 27,639
Net income 50,765 25.0 69,927 27.1 19,162
Retained earnings brough{ 1,156 6,403 5.246
forward from previous year
Retirement of treasury stock — 1 1
UnapProprlated retained 51,921 76,329 24 408
eamings at end of year




3) Proposed Appropriation of Unappropriated Retained Earnings

(Millions of yen)

For the year ended For the year ended Increase/
March 31, 2005 March 31, 2006 (dectease)
(June 22, 2005) (June 27, 2006)
. Accounts Amounts Amounts Amounts
Unappropriated retained earnings at end of year 51,921 76,329 24,408
Total 51,921 76,329 24,408
Amounts to be appropriated:
1. Cash dividends 7,679 10,559
2. Directors’ bonuses 98 98
(including statutory auditors) (5) (5)
3. Voluntary reserve
Reserve for loss on overseas investments 741 800
General reserve 37,000 45,518 40,000 51,457 5,938
Retained earnings carried forward to next year 6,403 24872 18,469

Note: The date in parentheses represents the date of approval at the general shareholders meeting held last year and

the date of a scheduled next general shareholders meeting.

Breakdown of dividends per share

{yen)
. For the year ended For the year ended
: March 31, 2005 March 31, 2006
Annual Interim Year-end Annual Interim Year-end
90mm0n shares 4,000.00 0.00 4,000.00 5,500.00 (.00 5,500.00




4

. Significant Accounting Policies

Description

For the year ended March 31, 2005

For the year ended March 31, 2006

‘]. Valuation method of
+ securities

2, Depreciation method of
significant depreciable
| assets

3! Accounting for deferred
_assels

Deferred assets are charged to income
as incurred.

1) Subsidiaries
Securities of Investments in
subsidiaries and affiliates are
stated at cost determined by the
moving average method.

2) Other securities

a. Secwrities with a determinable
market value
Other securities with a
determinable market value are
stated at fair value with any
changes 1n unrealized holding
gain or loss, net of the applicable
income taxes, primarily included
directly in shareholders” equity.
Cost of securities sold 1s
determined by the moving
average method.

b. Securities without a
detertninable market value:
Other securities without a
determinable market value are
stated at cost determined by the
moving average method.

{1) Tangible fixed asseis

Depreciation of tangible fixed assets is
determined by the declining-balance
method, except for the buildings
{excluding facilities annexed)
acquired on and after April 1, 1998, on
which depreciation is computed by the
straight-line method, at rates based on
the useful lives and residual value of
the respective assets as prescribed by
the corporate tax law.

(2) Intangible assets

Intangible assets are amortized by the
straight-line method at rates based on
the useful lives and residual value of the
respective assets as prescribed by the
corporate tax law.

Software for internal use is being
amortized over five years.

1} Subsidianes
Same as on the left

2) Other secunties
a. Secunties with a determinable
market value

Same as on the left

b. Secunties without a
determinable market value
Same as on the left

(1) Tangible fixed asseis
Same as on the left

(2) Intangible assets
Same as on the left




| Description

For the year ended March 31, 2005

For the year ended March 31, 2006

4. Basis for significant
- allowances

I¥

. LTranslation of assets and
'liabilities denominated in
Iforeign currencies into
yen

'

(1) Allowance for doubtful accounts
The allowance for doubtful accounts
is provided at an amount determined
based on the historical experience of]
bad debt with respect to ordinary
receivables, plus an estimate of
uncollectible amounts determined
by reference to specific doubtful
receivables from customers which
are experiencing financial
difficulties.

(2} Allowance for investments in

exploration
The allowance for invesiments in
exploration is provided for future
potential losses on investments in
exploration companies at an
estimated amount based on the net
assets of the investees.

(3) Accrued employees’ retirement

benefits
Accrued employees’ retirement
benetits are provided at the amount
calculated based on the retirement
benefit obligations at end of the
fiscal year.
Because the Company 1s classified
as small enterprises, we employ a
simplified method (at the amount
which would be required to be
paid if all active employees
voluntarily terminated their
employment as of the balance
sheet date) for the calculation of
the retirement benefit obligations.
(4) Accrued officers’ retirement
benefits
Accrued officers’ retirement
benefits are stated at the amount
which would be required to be paid
if all officers voluntarily terminated
their services as of the balance sheet
date based on their respective
internal rules.

Monetary assets and liabilities
denominated in foreign currencies are
translated into yen at the exchange rates
prevailing at the balance sheet date.
The resulting exchange gain or loss 1s
credited or charged to income.

(1) Allowance for doubtful accounts
Same as on the left

(2) Allowance for investments in
exploration
Same as on the left

(3) Accrued employee retirement
benefits
Same as on the left

(4) Accrued officers’ retirement
benefits
Same as on the left

Same as on the left




Description

For the year ended March 31, 2005

For the year ended March 31, 2006

|
| ‘
i
'
) ‘ 3

Other significant matters for
preparation of the financial
statements

(1) Consumption tax
Transactions subject to consumption tax
are recorded at amounts exclusive of
consumption tax.

(2} Recoverable accounts under
production sharing

Investments made under a production
sharing contract are recorded as
“Recoverable accounts under
production sharing.” When the
Company receives the crude oil and
natural gas in accordance with the
conlract, an amount corresponding to
the purchase costs of the products is
released from this account.

From this fiscal year, considering the
materiality and the special nature of
the account, this explanation is added
as additional information.

(1) Consumption tax
Same as on the left.

(2)Recoverable accounts under
production sharing

Investments made under a production
sharing contract are recorded as
“Recoverable accounts under
production sharing.” When the
Company receives the crude oil and
natural gas in accordance with the
contract, an amount corresponding to
the purchase costs of the products is
released from this account. '




Changes in Basic of Presenting Financial Statements

For the year ended March 31, 2005

For the year ended March 31, 2006

Accounting Standard for Impairment of Fixed Assets)
Effective the year period ended March 31, 2006, the
Company has adopted the “Accounting Standard for
Impairment of Fixed Assets” (“Opinion Conceming
the Establishment of Accounting Standard for
Impairment of Fixed Assets” issued by the Business
Accounting Deliberation Council on August 9, 2002)
and the “Implementation Guideline on the Accounting
Standard for Impairment of Fixed Assets” (“Business
Accounting Standard Implementation Guideline No. 6
issued by the Accounting Standards Board on October
31, 20037). .

This change had no effect for this fiscal year ended
March 31, 2006, '




jChanges in Presentation

For the year ended March 31, 2005

For the year ended March 31, 2006

(Non-consolidated Balance Sheet)

11 dccordance with the “Law Partially Amending the
Securities and Exchange Law” (2004 Law No. 97), in
which pursuant to the provision contained in Article 2,
Clause 2, of the Securities and Exchange Law,
investments in limited liability partnerships or other
similar partnerships are deemed to be securities. Such
investments included in “Other” under “Investments
and other assets” in previous year have been included in
“Investment securities” in this fiscal vear.

This change resulted in an increase of ¥863 million in
“Investment secunties” and a decrease of ¥863 million
in “Other” under “Investments and other assets.”

(Non-consolidated Statement of Income)

“Provision lor allowance for doubtful accounts,”
previously included in “Other” shown on other
expenses 1s separately presented because ils materiality
has increased.

The amount of “Provision for allowance for doubtful
accounts” for the previous fiscal year is ¥414 mllion.




_Notes

(Balance Sheets)

As of March 31, 2005

14

As of March 31, 2006

1.’ Accumulated depreciation
 Accumulated depreciation of tangible fixed assets is
' ¥3,070 million

2.§>Authorized number of shares

. Total number of authorized shares:
: Common stock 2,356,800 shares
Special class share 1 share

Current outstanding shares

Common stock 1,919,832.75 shares
Special class share 1.00 share

3. Pledged assets
. Cash and deposits of ¥8,200 million are pledged as
collatera] for long-term borrowings of ¥8,592
million and guarantee obligations of ¥92 465
mullion.

*4 Number of treasury shares
. Common stock 1 share
5..Contingent Liabilities
The Company is contingently liable as guarantors of
:indebtedness of the following companies:
| (millions of yen)
i INPEX Southwest Caspian Sea,

. Lid 69,358
' INPEX Natuna Ltd. 17,937
. JIS&NBV 3,757
¢ ALBACORA JAPAO

' PETROLEO LIMITADA 2,858
" INPEX BTC Pipeline, Ltd.* 3,061
© Sakhalin O1! and Gas

Development Co_, Ltd 3,746
i  INPEX ABK Ltd 295
. Total 101,014

* *This is a counter-guarantee against the completion
! guarantee for INPEX BTC Pipeline, Ltd.

6. Dividend Restriction
* The amount provided for under Article 124, Item 3,
i of the Enforcement Regulations of the Commercial
| Code is ¥716 miltion.

1. Accumulated depreciation
Accumulated depreciation of tangible fixed assets
15 ¥ 3,342 million

2. Authonzed number of shares -

Total number of authorized shares:
Common stock 2,356,798 56 shares
Special class share 1.00 share
Current outstanding shares

Common stock 1,919.831.31 shares
Special class share 1.00 share

3. Pledged assets
Cash and deposits of ¥9,400 million are pledged
as collateral for guarantee obligations of ¥101,733
million.

*4

5. Contingent Liabilities
The Company is contingently liable as guarantors of
indebtedness of the following companies:
(millions of yen)
[INPEX Southwest Caspian Sea,

Ltd. 74,416
INPEX Trading, Lid. 24,449
INPEX Natuna Ltd. 10,572
INPEX North Caspian Sea, Ltd. 11,001
Sakhalin Oit and Gas

Development Co., Ltd 6,979
INPEX BTC Pipeline, Ltd.* 3,656
ALBACORA JAPAO

PETROLEO LIMITADA 2,343
INPEX ABK Ltd 193
Total 133,613

*This is a counter-guarantee against the completion|
guarantee for INPEX BTC Pipeline, Ltd.

6.




(Statements of Income)

! For the year ended March 31, 2005

For the year ended March 31, 2006

*]. Major accounts in selling, general and
administrative e)l(penses are as follows:

) : {rmlhons of yen)

Directors’ remuneration 245

Salanes and bonuses 2,682
Welfare and employee 346
benefits
Prowvisions for accrued
directors’ retirement 96
benefits
Provisions for accrued
employees’ retirement .o 112
benefits
Attomey’s fee 360
Printing 295
Depreciation ' 337

Administrative expenses
transferred to other
accounts

(1,884)

*2. Research and development expenses included in
 general and administrative expenses:
i ¥53 million
*3 Other income arising out of transactions with
subsidiaries and affiliates are as follows:
Dividend Income ¥4 611 million
Guarantee Fees Received ¥779 million

#1. Major accounts in selling, general and
administrative expenses are as follows: |

{rmllions of yen)

Directors’ remuneration ! 271
Salaries and bonuses 3,025
Welfare and employee 375
benefits .
Provisions for accrued
directors’ retirement . 106
benefits
Provisions for accrued
employees’ retirement ! 162
benefits
Professional fees w 1,191
Travel and transportation ! 304
expenses :
Commission expense 277
Depreciation 318
Administralive expenses
transferred to other 2,431

accounts
*2_ Research and development expenses included in
general and administrative expenses:
¥50 million

*3. Other income arising out of transactions with
subsidiaries and affiliates are as follows!
Dividend Income ¥4.641 mallion
Interest Income ¥1,029 mullion
Guarantee Fees Received ¥886 million
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(Lease)

For the year ended March 31, 2005
None i

For the year ended March 31, 2006

None
1

i
(Securities)

For the year ended March 31, 2005

Theré were no investments in subsidiaries and affiliates with determinable market values.

For the 'year ended March 31, 2006

There were no investments in subsidiaries and affiliates with determinable market values.
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(Tax Accounting)

As of March 31, 2005

As of March 31, 2006

Significant components of deferred tax assets and
deferred tax liabilities are summarized as follows:

Deferred tax assets:
Allowance for investments in

(millions of yen)

- 30,795
exploration
Loss on revaluation of land 4,543
Non-di’ductible accounts 3,425
payable-other
Unrealized loss on investment 193
securities
Accrued retirement benefits 451
Other 682
Total gross deferred tax assets 40,092
Valuation allowance (38,521)
-Total deferred tax assets 1,571
Deferred tax liabilities:
Valuation gains and losses on 10
stocks
Reser\f? for losses on overseas 1,494
investments
Other . 1
. Total deferred tax liabilities 1,506
‘Net deferred tax assets 65

2.f: A reconciliation of the difference between the
* | statutory tax rate and the effective tax rates is as

follows:

‘Statutory tax rate » 36.2%
(Adjustments)
l'Pe:manen_tly non-deductible expenses 0.0%
such as entertainment expenditures '
Permanently non-taxable income such

o . (1.5%)
as dividends income
Foreign tax credits (30.3%)
‘Foreign laxes 51.4%
‘Changes in valuation allowance 0.1%)
‘Other 0.2%

Effective tax rate 54.9%

2.

Significant components of deferred tax assets and
deferred tax liabilities are summarized as follows:

Deferred tax assets: (millions of yen)

Allowance for investments in

} 34,394
exploration
Loss on revaluation of land 4,543
Non-diductible accounts 5,380
payable-other
Unrealized loss on investment 193
securities
Unrez.il.ized holding loss on 576
securifies
Accrued retirement benefits 545
Non-diductible allowance for 1167
doubtful accounts ’
Other 558
Total gross deferred tax assets 47,359
Valuation allowance . (45438)
Total deferred tax assets 1,920
Deferred tax liabilities:
Rcserve for losses on overseas 1,840
investments
Other 0
Total deferred tax liabilities 1,841
Net deferred tax assets ' 79
A reconciliation of the difference between the
statutory tax rate and the effective tax rates is as
follows:
Statutory tax rate 36.2%
{Adjustments)
Permanently non-deductible expenses 0.0%
such as entertainment expenditures
Perr‘nzl.nent]y .non—laxable income such (1.0%)
as dividends income :
Foreign lax credils (33.9%)
Foreign taxes 52.4%
Changes in valuation allowance 2.7%
Other . (0.3%)
Effective tax rate 56.1%




{(Per Share Information)

ftem

i

For the year ended March 31, 2003

For the year ended March 31, 2006

I;\:Iet assets per share

3
Earnings p%er share
1

¢

¥196,436.16

¥26,717.47

Diluted net income per share is not
presented because there are no
dilutive potential of shares of
commeon stock such as corporate
bonds with warrants.
There was a 3-for-1 stock split of
common stock on May 18, 2004.
Per share information for the
previous fiscal year if this stock
split had been made at the
beginming of the previous year is
presented as follows.
Net assets per share

¥152,592.33
Earnings per share

¥15,986.65

¥227.822.09

¥36,372.85

Diluted net income per share is not
presented because there are no
dilutive potential of shares of
common stock such as corporate
bonds with warrants.

Note: Net income per share is calculated based on the following:

; For the year ended For the year ended
March 31, 2005 March 31, 2006
Net incotne {mullions of yen) 50,765 69,927
Amount not attributable to common o8 ' o8
shareholders {millions of yen)
{Directors’ bonuses as appropriation of profit} (98) ‘ 98)
Net Income attributable to common
stockholders (millions of yen) 30,667 69.829
Average number of shares ‘
;i (thousands of shares) 1,896 ‘ 1,919
y Comimon stock 1,896 1,919
¢ Common stock equivalent share;
: . : 0 ‘ 0
¢ Special class share
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(Significant Subsequent Events)

For the year ended March 31, 2005

For the year ended March 31, 2006

Transfer of Shares of the Company held by the Japan
National Oil Corporation to the Govemnment

Japan National Oil Corporation, the Company’s major
shareholder and the largest shareholder, was dissolved
as of April 1, 2005, pursuant to the “Law on the
Abolishment of the Japan National Oil Corporation Law
and the Metal Mining Agency of Japan Law” (the Item
93, 2002 Law). Accordingly, 692,307.75 shares of
common stock and one special class share in the
Company held by Japan National Oil Corporation were
transferred to the Minister of Economy, Trade and
Industry.

Establishment of the Joint Holdings Company

The Company and Teikoku OQil Co., Ltd. had reached
agreement on the integration of the two companies, and
signed a joint stock transfer agreement on November 5,
2005,

After the approval of “Establishment of the Parent
Company through a Stock Transfer” at respective
extraordinary shareholders’ meetings and meeting of the
Special Class Share on January 31, 2006, INPEX
Holdings Inc.” was established as a solo parent
company on April 3, 2006. Accordingly, the Company
became a wholly owned subsidiary of INPEX Holdings
Inc.

Overview of a solo parent company as follows

{As of Apnil 3, 2006)
INPEX Holdings Inc.
4-1-18 Ebisu,
Shibuya-ku, Tokyo,
150-0013, Japan
Apnl 3, 2006

Management and
admuinistration of
subsidiaries and

group companies

Company name

Company headquarter

Date of establishment

Main business

Capital ¥30 billion
Representative Naoki Kuroda
Director and
President
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