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May 28, 2008

Company name Nippon Mining Holdings, Inc.

Representative Mitsunori Takahagi, President and Chief Executive Officer

Stock code Tokyo 5016

Contact Nobuyuki Yamaki, Director
in charge of General Administration Group
Telephone 03-5573-5129

Nippon Mining Holdings in a Joint Venture to Manufacture and Market
Polyerystalline Silicon for Solar Cells

Nippon Mining Holdings, Inc. (Head Office: Toranomon 2-chome, Minato-ku, Tokyo;
President: Mitsunori Takahagi; the “Company”) announced today that it will establish a
joint venture with Chisso Corp. and Toho Titanium Co., Ltd., to manufacture and
market polycrystalline silicon feedstock for solar cells. This decision was made at the
Company’s Board of Director’s meeting on May 28, 2008.

1. Reason for establishing the joint venture

Since January 2007, the Company has been working with Chisso Corp. and Toho
Titanium Co., Ltd., to validate a proprietary zinc reduction technology, the Japan Solar
Silicon (JSS) method, for manufacturing polycrystalline silicon for solar cells. Given the
results, the three companies recently decided to establish a joint venture to
manufacture and market polycrystalline silicon for solar cells.

2. Overview of the joint venture

1) Company name (not decided yet)

2) Main business Manufacture and sale of polycrystalline silicon for solar cells

3) Established June 30, 2008 (current plan)

4) Head office 3-2, Kajicho 2-chome, Chiyoda-ku, Tokyo (current plan)

5) Representative Kazuo Ohki, President (currently a director (Senior
Managing Director) at the Company)

6) Capital 100 million yen

7) Fiscal year end March

8) Investment ratios Chisso Corp. 50%

the Company 30%
Toho Titanium Co., Ltd. 20%



3. Overview of joint-venture partners

A. Chisso Corp.
1) Company Name

Chisso Corp.

2) Main business

Chemical products

3) Established

January 12, 1950

4) Main office

6-32, Nakanoshima 3-chome, Kita-ku, Osaka

(Head office: 2-1 Otemachi 2-chome, Chiyoda-ku, Tokyo)

5) Representative

Shun'ichi Okada, President

6) Capital

7,813 million yen

7) Employees

2,762 (consolidated, as of March 31, 2008)

8) Major shareholders
and percentage
ownership

Mizuho Corporate Bank Ltd. 4.34%

Tokio Marine & Nichido Fire Insurance Co., Ltd. 1.52%
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 1.41%

(as of March 31, 2008)

9) Business
relationships

The company has no capital, personnel, or trade alliances with
the Company

B. Toho Titanium Co., Ltd.

1) Company Name

Toho Titanium Co., Ltd.

2) Main business

Titanium metals, catalysts, and electrical materials

businesses
3) Established September 6, 1948.
4) Head office 3-5 Chigasaki 3-chome, Chigasaki City, Kanagawa Prefecture
5) Representative Takeshi Kurushima, President
6) Capital 4,812 Billion yen
7) Employees 799 (consolidated, as of March 31, 2008)
8) Major shareholders  Nippon Mining Holdings, Inc. 42.46%
Nippon Steel Corp. 4.94%
Mitsui & Co., Ltd. 3.32%
(as of March 31, 2008)
9) Business the Company holds a 42.46% stake in Toho Titanium. Further,
relationships Toho Titanium will become a consolidated subsidiary of the

Campany, if a proposal to seat five directors from the Nippon
Mining Holdings Group on the seven-member board of
directors at Toho Titanium is approved at Toho Titanium’s
ordinary shareholders’ meeting scheduled for June 27, 2008,
placing it under the Company’s control.



4. Schedule

1) Resolution of the board of directors May 28, 2008
2) Signing of the joint-venture agreement May 28, 2008 (current schedule)
3) Start of business June 30, 2008 (current schedule)

* The joint-venture company will build a mass-production factory within the Kashima
Okunoyahama industrial complex in Ibaraki Prefecture.

5. Qutlook
The effect of the joint venture on the Company’s financial results is expected to be
negligible.
HE
Inquiries

For more information, please contact:
Mr, Ohta or Mr. Tashiro

Public Relations,

Nippon Mining Holdings, Inc.

Tel: +81-3-5573-5129




Appendix

May 28, 2008

Chisso Corp.
Nippon Mining Holdings, Inc.
Toho Titanium Co., Ltd.

Japanese Consortium to Manufacture and Sell Polycrystalline Silicon for
Solar Cells
—Investment of Around 24 Billion Yen, Annual Capacity of 3,000 Tons—

Chisso Corp. (head office: Otemachi 2-chome, Chiyoda-ku, Tokyo; President: Shun'ichi
Okada), Nippon Mining Holdings, Inc. (head office: Toranomon 2-chome, Minato-ku,
Tokyo; President: Mitsunori Takahagi) and Toho Titanium Co., Ltd. (head office:
Chigasaki 3-chome, Chigasaki City, Kanagawa Prefecture; President: Takeshi
Kurushima) have been working since January 2007 to validate a proprietary
zine-reduction technology (the Japan Solar Silicon (JSS) method) for manufacturing
polyerystalline silicon feedstock for solar cells. Given the results, the three companies
agreed today to establish a joint venture and invest a total of 24 billion yen to build a
factory for mass-producing polycrystalline silicon within the Kashima Okunoyahama
industrial complex in Ibaraki Prefecture.

Global demand for solar power generation is surging as a measure to fight global
warming. Demand for polycrystalline silicon, the main material used in solar cells, is
expected to continue growing rapidly. The three companies therefore plan to offer a
steady supply of high-quality, low-cost polycrystalline silicon. Going forward, the three
companies are working toward achieving an annual production capacity of 10,000 tons.

1. Overview of the joint venture
1) Company name (not decided yet)

2) Established June 30, 2008

3) Head office Chiyoda-ku, Tokyo

4) Factory location Kamisu City, Ibaraki Prefecture (within the Kashima
Okunoyahama industrial complex)

5) Factory space 50,000 sq. meters

6) Capital 100 million yen

7) Investment ratios  Chisso Corp. 50%, Nippon Mining Holdings, Inc. 30%, Toho
Titanium Co., Ltd. 20%

8) President Kazuo Ohki (currently a director (Senior Managing Director) at
Nippon Mining Holdings, Inc.)
9) Purpose of Manufacture and market of polycrystalline silicon feedstock for
business solar cells
10) Employees About 110 (when annual production capacity reaches 3,000 tons)

1. Production plan




In phase one, the companies plan to build a mass-production plant with an annual
output capacity of 400 tons. Additional facilities will be built to boost annual capacity to
3,000 tons during phase two.

1) Phase one
a. Annual output capacity: 400 tons
b. Construction: Starts in July 2008
¢. Start of production: H1 FY2010

2) Phase two
a. Annual output capacity: 3,000 tons
b. Construction: Additional facilities from H1 FY2010 and beyond

3) Total Investment
Around 24 billion yen (phases one and two combined)

2, Characteristics of manufacturing technology
(1) The characteristics of the zinc-reduction process (JSS method) are as follows:

a. The process employs the same chlorination method as used in the Siemens
method, the mainstream method in the market for polycrystalline silicon
feedstock for solar cells. The process can produce high purity polycrystalline
silicon of 8N-9N (99.999999% to 99.9999999%), meeting the performance
requirements for use in solar cells.

b. In contrast to the Siemens Method, the process uses silicon tetrachloride
(8iCl4) as a basic ingredient. This lowers costs because it improves the response
efficiency and the silicon tetrachloride can be recycled easily.

(2) This technology combines proprietary technology developed by the three firms.

Inquiries
For more information, please contact:

Nippon Mining Holdings, Mr. Ohta or Mr. Tashiro +81 3-5573-5129
Inec. Public Relations



Exhibit 1. Overview of the joint-venture partners

1. Chisso Corp,

1) Head office 2-1, Otemachi 2-chome, Chiyoda-ku, Tokyo
2) President Shun'ichi Okada

3) Established January 1950

4) Capital 7.8 billion yen

5) Main business Chemical products

6} Sales

269.7 billion yen (consolidated, fiscal year ended March 31, 2008)

7} Employees

2,762 (consolidated, as of March 31, 2008)

2. Nippon Mining Holdings, Inc.

1) Head office 10-1, Toranomon 2-chome, Minato-ku, Tokyo
2) President Mitsunori Takahagi

3) Established September 2002

4) Capital 73.9 billion yen

5) Main business

Petroleum (Japan Energy Corp.) and metals (Nippon Mining and
Metals Co., Ltd.)

6) Sales

4,339.5 billion yen {(consolidated, fiscal year ended March 31, 2008)

7) Employees

10,316 (consoclidated, as of March 31, 2008)

3. Toho Titanium Co., Ltd.

1) Head Office 3-56 Chigasaki 3-chome, Chigasaki City, Kanagawa Prefecture
2) President Takeshi Kurushima

3) Established September 1948

4) Capital: 4.8 billion yen

5) Main business

Titanium metals, catalysts, and electrical materials businesses

6) Sales

44 .9 billion yen (consolidated, fiscal year ended March 31, 2008)

7) Employees

799 (consolidated, as of March 31, 2008)




Exhibit 2. JSS Method Flow Chart
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English Translation of Japan Energy's Press Release
June 19, 2008

Block WA-412-P awarded to Japan Energy Corporation

Japan Energy Corporation (President: Mr. Isao Matsushita) announced today
that Japan Energy Corporation entered into a Production Contract for Block
WA-412-P, which is located at 150km northwest offshore Australian Continent.

1. Project Summary
(1) Block : Block WA-412-P
(2) Signing Date : June 13, 2008
(3) Block Acreage : Approximately 730 km2
(4) Working Interest : JAPAN ENERGY CORPORATION 100%
2. Term
(1) Exploration Period : 6 years (June 2008 - June 2014)
(2) Pian : Processing new 3D seismic, Drilling of 2 exploration wells

Figure : Location of Block WA-412-P
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July 30, 2008

Company name _ NIPPON MINING HOLDINGS, INC.

Representative Mitsunori Takahagi, President and Chief Executive Officer

Stock code Tokyo 5016
Contact Nobuyuki Yamaki, Director

in charge of General Administration Group
Telephone 03-5573-5129

REVISION OF EARNINGS FORECAST

Based on the recent operating performance, Nippon Mining Holdings, Inc. (Head Office: Toranomon 2-chome,
Minato-ku, Tokye; President: Mitsunori Takahagi) revises its eamings forecast for the first six months of the fiscal year
ending March 31, 2009 that was previously announced on April 30, 2008. Details of the revision are as follows:

1. Revislon of consolidated earnings forecast for the first half of the fiscal year
ending March 31, 2009 (April 1, 2008 — September 30, 2008} __ (millions of yen)

Net sales Operating Inoon"le yefore Net income Net income per

income special items share {yen)
Previous forecast (A) 2,145,000 27,000 51,000 | 26,000 28,05
(announced an Apr, 30, 2008)
Revised forecast (B) 2,340,000 66,000 100,000 54,000 58.26
Change(B-A) 195,000 39,000 49,000 28,000 -
Percentage change 9.1% 144.4% 96.1% 107.7% -
Actualresuls fo previous period |5 393 699 50,345 95707 | 51,011 55.04
{Apr.1 - Sep.30, 2007)

<Reason for the Revision>

Consolidated net sales for the first six months are expected to increase due mainly to higher prices of
petroleum products reflecting the crude oil market as well as rising metal prices. Income before special

items is projected to rise ¥49 billion to ¥100 billion, owing primarily to higher inventory valuation gain as a
result of rising crude ofl prices and profit growth in conjunction with rising copper prices. Net income is
expected to increase by ¥28 bilion to ¥54 billion, mainly reflecting the increase in income before special items.

<Segment breakdown of income before special items (Consolidated forecast for the

first six months of the fiscal year ending March 31, 2009)> ( 100 millions of yen )
B -
Previous | Revised Change R;a;:;g;c: ;:2 :J"rge (?mg?:
(A) (B) (B-A) special items (Apran?ef ’
Sales 15,900 17,700 1,800 Inc:e::e in in:eft}tlow 14,349
Petroleum | |ncome before O ey
special items 75 450 375 fagﬂﬁ ;O;Yt;g;igst 321
Sales 5,350 5,450 100 :igher popperfpﬁce. 2,692
Metals Income before epreciation of yen,
ol 380 500 120 and other factors for 593
special items the first half of FY2008
Other ISales — 400 440 40 - 326
operations sr:)(:a(i:l}g?itenfs:e 55 50 (5) 44
Eliminations | Sales (200) (190) 10 {221)
ol Sales 21450 | 23,400 1,950 20,106
ota Income before
special items 510 1,000 490 957




2. Revision of consolidated earnings forecast for the full fiscal year ending March 31, 2009
(April 1, 2008 — March 31, 2009)
In view of the difficult-to-predict business cenditions of crude oil market, metal prices and exchange rates, efc., we have
not changed the fiscal forecasts for the full year ending March 31, 2009. We will revise the forecasts when we announce
the operating results for the first half of the fiscal year ending March 31, 2009.

[Reference]
Key factors for consolidated earnings forecast for the first half of the year ending March 31, 2009
Previous period
Previous Revised Change {acud)
{A) (B) (B-A) (Aﬂ;n_fsipm
All segments | Exchange rate (¥/$) 100 105 5 119
Crude oil (FOB)
Petroloum ( $ /bbl, Dubai spot price) 93.0 121.0 28 674
Paraxylene 1,301 1,444 143 1,141
($/tons, ACP ) ’ ! !
Copper
(cent/1b, LME } 350 367 17 348
Electrolytic copper sales
{ 1,000 tons / period ) 322 315 (7) 326
Gold recovery volume by metal
Melals recycling ( tons / period ) 3.7 3.2 (0.5) 34
Treated rolled copper foil sales
(1,000 meters / month ) 4,166 3,520 (646) 3,959
Precision rolled products sales 4.1 297 (1.4) 217

(1,000 tons / period )

Remark Assumptions for the second quarter of the fiscal year ending March 31, 2009 are as follows:

Exchange rate : ¥105/$, Crude oil (FOB ) : $125 / bbl, Copper: 350 ¢ /Ib

{Note)

The forecasts described above are based on information available as of the

release date of this document. Actual results are subject to change due to
various factors.

Inquiries

For more information, please contact:
Mr. Ohta or Mr. Tashiro

Public Relations,

Nippon Mining Holdings, Inc.

Tel: +81-3-5573-5129
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Consolidated Financial Results for the First Quarter of the Fiscal Year Ending March 31, 2009 ("Fiscal 2008")
NIPPON MINING HOLDINGS, INC. (URL: http://www.shinnikko-hd.co.jp/)

Code No.

President and CEQ
Address of head office
Contact to

Date of filing of financial report

15016
: Mitsunori Takahagi
: 10-1, Toranomon 2-chome, Minato-ku, Tokyo
: Investor Relations Department
: August 13, 2008

Stock fistings

Telephone number

: Tokyo, Osaka and Nagoya

: +81-3-5573-5123

The accompanying financial statements are prepared in accordance with accounting principles generally accepted in Japan.

1. Operating results for the First Quarter of Fiscal 2008 (the period from April 1, 2008 to June 30, 2008)
(1) Operating results (Consolidated basis)

Nota: Percentage figures represent changes from tha comesponding previous perids.

_ Income .
Sales Operating income before special items Net income
millions of yen % millions of yen % millions of yen % millions of yen %
Fiscal 2008 1Q 1123015 - 35,140 - 4733 - 7889 -
Fiscal 2007 1Q 960,004 124 22630 (18.3) 40842 (27 24622 99
Basic EPS Fully diluted EPS

yen sen yen sen
Fiscal 2008 1Q 30 09 30 07
Fiscal 2007 1Q 26 56 26 55
{2) Financial position (Consclidated basis}

Total assets Net assets Sharehorl:;? equity Net assets per share

millions of yen millions of yen % yen sen
As of June 30, 2008 2417764 784,723 284 ™
As of March 31, 2008 2,251,208 765,264 30.3 735
Reference: Shareholders' equity : 687,190 millions of yen as of June 30, 2008 (681,411 millions of yen as of March 31, 2008)
2. Cash dividends

Cash dividends per share
( Cut-off date } 1Q 2Q 3Q Year-end Full year

yen  sen yen  sen yen  sen, yen  sen yen  sen
Fiscal 2007 - 8 00 - 8 00 16 00
Fiscal 2008 -
Fiscal 2008 ({forecast) 8 00 - 8 00 16 00

Note: Revision of expected dividends during this period: None

3. Forecasts for Fiscal 2008 {April

1, 2008 - March 31, 2009)

Note: Percentage igues represant changes from the comesponding previous periods respectively.

Sales Operating income |noomg . Net income Basic EPS
before special items
millions of yen %| milions of yen %| millions of yen %| millions of yen % yen sen
1st half 2340000 - 66000 - 100,000 - 54000 - 58 28
Full year 4,560,000 5.1 89,000 (13.7) 145,000 (24.5) 72000 (27.5) 77 68

Note: Revision of forecast of consolidated operating results during this period: Yes
We have revised the farecasts of operating results for the first half of the fiscal year ending March 31, 2009, which was previously announced in

April 30, 2008. On the other hand, we have not changed the fiscal forecasts for the full year ending March 31, 2009, in view of the difficult-to-predict
business conditions of crude cil, metal prices and exchange rates, etc. We will revise the forecasts when we announce the operating results for the
first half of the fiscal year ending March 31, 2009,

1




4. Other

(1) Changes to significant subsidiaries during the period (changes in specified subsidiaries due to changes in scope of consolidation): None

{2) Application of simplified accounting methods or specific accounting methods in the preparation of quarterly consalidated financial statements: None

{3) Changes in accounting principles, procedures, presentation, etc., pertaining to preparation of quarterly consolidated financia! statements

1. Changes associated with changes in accounting standards: Yes

a) Accounting Standard for quartedy financial statements
Effective for the fiscal year ending March 31, 2009, the Company and its domestic consolidated subsidiaries adopted *Accounting Standard for Quarterty
Financial Reporting” (the Accounting Standards Board of Japan ("ASBJ") Statement No.12, March 14, 2007) and “Implementation Guidance for
accounting standards for Quarterly Financial Reporting” {ASBJ Guidance No.14, March 14, 2007). The quarterly consolidated financial statements for the
first quarter ended June 30, 2008 are prepared in accordance with "Regulation for Terminolegy, Forms and Preparation of Quartely Consolidated
Financial Statements” issued by Financial Services Agency.

b} Practical Solution on Unification of Accounting Policies Applied to Foreign Subsidiaries for Consclidated Financial Statements

Effective for the first quarter ended June 30, 2008, the Company adopted *Practical Sofution on Unification of Accounting Policies Applied to Foreign
Subsidiaries for Consolidated Financial Statements® (ASBJ Practical Issues Task Force No.18, May 17, 2006) and applied to its consolidated foreign
subsidiaries. As a result of this adoption, retained eamings af the beginning increased by 16 million yen, operating income decreased by 1,220 million
yen and income before special items and income before taxes and minority interests decreased by 1,113 million yen in the first quarter ended June 30,
2008, respectively.

¢) Accounting Standand for Lease Transactions

Effective for the first quarter ended June 30, 2008, the Company and its domestic consolidated subsidiaries adopted "Accounting Standard for Lease
Transactions" {ASBJ Statement No.13, revised on March 30, 2007) and “Guidance on Accounting Standards for Lease Transactions® (ASBJ Guidance
No.16, revised on March 30, 2007) for the lease transactions, entered into a contract on and after April 1, 2008, other than the lease transactions which
deem to transfer ownership of the leased assets to the lessee. These lease transactions are accounted for as finance leases, while they were accounted
for in the same manner as operating leases before adoption. On the other hand, the lease transactions entered into a contract on and before March 31,
2008, are still accounted for in the same manner as operating leases. As a result of this adoption, the effect on operating income, income before special
items and income before taxes and minority interests for the first quarter ended June 30, 2008 was immaterial.

d) Change in useful lives of Property, Plant and Equipment

Effective for the first quarter ended June 30, 2008, the Company and its domestic consolidated subsidiaries applied the depreciation method prescribed
in the revised Corporate Tax Law in line with the 2008 Tax Refom, in which useful lives for depreciation of property, plant and equipment, mainty
machinery and equipment, were revised based on the number of years of actual use, as well as the classification of assets. As a result of this application,
depreciation increased by 1,301 million yen, operating income decreased by 870 million yen, income before special items decreased by 877 million yen
and income before taxes and minority interests decreased by 971 million yen, respectively.

2. Other changes: None

(4) Shares cutstanding (common stock)
1. Nurnber of shares outstanding {including treasury stock}

As of June 30, 2008: 928,462,002 As of March 31, 2008: 928,462,002
2. Number of treasury stock outstanding

As of June 30, 2008: 1,631,182 As of March 31, 2008: 1,649,131
3. Average number of shares outstanding (Consolidated basis)

Fiscal 2008 1Q:; 926,834,243 Fiscal 2007 1Q: 926,881,308

*The aforementioned forecasts are based on the information available as of June 30, 2008.
The actual results are subject to change due to changes in the business environment.



Consolidated Balance Sheets

<Reference>
First quarter of Fiscal 2008 Fiscal 2007 Increase
Account title (As of June 30, 2008) {As of March 31, 2008) (decrease)
millions of yen millions of yen millions of yen
Assets 2,417,761 2,251,208 166,553
Current assets 1,308,712 1,157,158 151,554 |
Cash and time deposits 70,855 63,807 7,048
Notes and accounts receivable, trade 416,403 420,068 (3,666)
Merchandise and finished goods 153,005 135,274 17,731
Raw materials : 429,538 307,760 121,778
Work in process 135,391 107,503 27,888
Supplies 13,820 12,356 1,464
COther current assets 90,708 111,472 {20,764}
Less: Allowance for doubtful accounts (1,008) {1,083) 75
Fixed assets 1,108,049 1,094,050 14,999
Property, plant and equipment 733,24 685,727 47,507
Machinery and equipment, other 248737 243490 5,247
Land 289,017 277,826 11,19
Construction in progress 35,875 11,558 24317
Other 159,605 152,853 6,752
Intangible assets 87,083 89,897 (2,814)
Investments and other long-term assets 288,732 318,426 (29,694)
Investments in securities 244,264 274,917 (30,713)
Other 45,508 44,425 1,083
Less: Allowance for doubtful accounts (1,040 {976) (64)
Tolal assets 2,417,761 2,251,208 166,563
Liabilities 1,633,038 1,485,944 147,094
Current liabilities 1,173,705 1,058,571 115134
Notes and accounts payable, trade 373,560 314,828 58,732
Short-term borrowings 475,378 404 174 71,204
Commercial paper 126,000 126,000 -
Lease obligation 194 - 194
Accounts payable, other 105,876 111,241 (5,365)
Accrued income taxes 7.983 19,955 (11,972)
Other current liabilities 84,714 82,373 2,341
Long-term liahiliies 459,333 427,373 31,960
Bonds 35,000 15,000 20,000
Long-term debt ' 259,417 250,726 8,691
Lease obligation 742 - 742
Allowance for retirement benefits 56,886 58,037 (1,151)
Other long-term liabilities 107,288 103,610 35678
Net assets 784,723 765,264 19,459
Shareholders' equity 683,055 662,322 20,733
Common stock 73,920 73,920 -
Capital surplus 226,757 226,759 2
Retained eamings 383,089 362,360 20,729
Less: Treasury stock, at cost {711) (717) 6
Valuation and translation adjustment 4,135 19,089 (14,954)|
Unrealized gain on marketable securities 30,222 23,241 6,981
Deferred hedge gain (loss) (6,388) 16 (6,404)
Surplus from land revaluation {3,090 (3,088) (2
Accumulated translation adjustment {16,609) (1,080) (15,529)
Stock acquisition rights M 361 (17)
Minority interests in consolidated subsidiaries 97,189 83,492 13,697
Total liabilities and net assets 2,417,761 2,251,208 166,553




Consolidated Statements of Income

First quarter of Fiscal 2008

Account title (from April 1, 2008
to June 30, 2008}
millions of yen
Net sales 1,123,015
Cost of sales 1,040,581
Gross profit 82434
Selling, general and administrative expenses 47,294
Operating income 35,140
Other income 21,027
Interest income 479
Dividend income 1,156
Amartization of negative goodwill 241
Equity in income of non-consolidated subsidiaries and affiliates 16,837
Other 2,314
Other expenses 883
Interest expenses 3,308
Exchange loss 2,850
Other 2,676
Income before special items 47,333
Special profit 2,068
(ain on sales of property, plant and equipment 655
Gain on sales of investments in subsidiary 1,075
Other 338
Special loss 1,769
Loss on sales of property, plant and equipment 63
Loss on disposal of property, plant and equipment 751
Loss due to fire accident 795
Other 160
income before income taxes and minorily inlerests 47,632
Income taxes 12,246
Deferred income tax 3,453
Minority interests in eamings of consolidated subsidiaries 4,044
Net income 27,889




Consolidated Statements of Cash Flows

First quarter of Fiscal 2008

Account title {from April 1, 2008
to June 30, 2008)
millions of yen

Cash flows from operating acfivities
Income before income taxes and minority interests 47,632
Depreciation and amortization 18,741
interest and dividend income {1,635)
Interest expenses 3,308
Equity in income of non-consolidated subsidiaries and affiliates (16,837)
Gain on sales of investments in subsidiary (1,075)
Loss on sales and disposal of property, plant and equipment, net 159
Increase in trade receivables (90)
Increase in inventories (159,655)
Decrease in trade payables 64,499
Other, net 6,935
Subtotal (38,018)
Receipts of interest and dividends 21,954
Payments for Interest (3,538)
Payments for Income taxes (26,221)
Net cash used in operating activities (45,823)

Cash flows from investing activities
Payments for acquisition of investments in securities (673)
Proceeds from sales or maturities of investments in securities 11
Payments for acquisition of property, piant and equipment (24,838)
Proceeds from sales of property, plant and equipment 1,130
Payments for acquisition of intangible assets (825)
Other, net (1,373)
Net cash used in investing activities (26,468)

Cash flows from financing activities
Increase in short-term borrowings, net 76,089
Proceeds from bormowings of long-term bank loans and other 8,608
Repayments of long-term bank loans and cther (9.880)
Proceeds from issuance of bonds 20,000
Repayments of lease obligation (22)
Cash dividends paid (7,420)
Cash dividends paid to minority shareholders (6,285)
Other, net (13)
Net cash provided by financing activities 81,077
Effect of exchange rate changes on cash and cash equivalents (2,463)
Nel increase in cash and cash equivalents 6,323
Cash and cash equivalents at beginning of period 62,621
Increase due to subsidiaries newly included consolidation 1,131
Increase due to merger of consolidated subsidiaries 179
Cash and cash equivalents at end of period 70,254




Segment information

1. Segment Information summarized by product group

First quarter of Fiscat 2008 {from April 1, 2008 o June 30, 2008) (milfions of yen)
Other Eliminations or )
Petroleum Melals Operations Total Comporate Consolidated
Sales 833,892 280,625 13,419 1,127,936 {4,921) 1,123,015
Operating income 22,150 10,742 1,993 34,885 255 35,140
Income before special items 20,647 23,998 2,905 47,550 (217) 47,333

- {Note)

Segment information summarized by product group is presented on a basis of the internal management reporting of the Company. The products of

each segment are shown in the beiow table,

In regard with the Metals segment, previously, its breakdown of the threa segments, “Resources and Metals®, “Electronic Materials” and "Metal

with the change of operational omganization within Nippon Mining & Metals Co., Ltd. in April 2008,

Manufacturing” was disclosed. However, the dassification of the three segments is not presented from the first quarter of Fiscal 2008 in accordance

Petroleum resource development, gasoline, naphtha, kerosene, gas oil, heavy fuel oil, petrochemicals, iquefied
petraleum gas, lubricating oil, ship transport, etc.
Metals resource development, copper, gold, sitver, sulfuric acid, recyding and environmental services, copper
foils, thin film materials, precision rofled products, precision fabricated products, ship transpord, etc.
" titanium, engineering, electric wires, cables, land transport, common group administrative activities such
Other Operations as fund procurement, ete.

2. Overseas sales

. First quarter of Fiscal 2008 (from Aprit 1, 2008 to June 30, 2008)

Asia Cthers Total
I Overseas sales (millions of yen) 172542 13,602 186,144
. T Consolidated net sales (miions of yen) = = 1,123,015
I Ratio of overseas sales to consolidated net sales (%) 154 12 16.6




<Reference Material> Consolidated Financial Statements for the Corresponding Previous Period
Consolidated Statements of Income (Summary)

<Reference>
First quarter of Fiscal 2007 | | First quarter of Fiscal 2008 Increase
{from April 1, 2007 (from April 1, 2008 (Decrease)
Account title to June 30, 2007) to June 30, 2008)
millions of yen % millions of yen % millions of yen %

Net sales 960,004 [100.0 1,123,015 1000 163,011 [ 17.0
Cost of sales 891,219 | 928 1,040,581 92.7 149,362
Gross profit 68,785 7.2 82434 7.3 13,649
Selling, general and administrative expenses 46,155 4.8 47,294 4.2 1,139
Operating income 22,630 24 35,140 3.1 12,510 | 553
Other income 23,069 24 21,027 1.9 (2.042)

Interest income 670 479 (191)

Dividend income 1,035 1,156 121

Exchange gain 681 0 (681)

Amortization of negative goodwill ‘ 458 241 (217)

Equity in income of non-consclidated subsidiaries and affiliates 17,989 16,837 {1,152}

Other 2,236 2,314 78
Other expenses 4 857 0.5 8,634 08 3,977

Interest expenses ] 3,216 3,308 92

Exchange loss - 2,850 2,850

Cther 1,641 2,678 1,035
Income before special ifems 40,842 43 47,333 4.2 6,491 | 159
Special profit 2,958 0.3 2,068 0.2 {890)

Gain on sales of property, plant and equipment 1,204 655 {549)

Gain on sales of investments in securities, net 36 0 (36)

Gain on sales of investments in subsidiary - 1,075 1,075

Compensation income for expropriation 1,266 0 (1,266)

Other 452 338 (114)
Special loss 394 0.1 1,769 0.2 1,375

Loss an sales of property, plant and equipment 45 63 18

Loss on disposal of property, plant and equipment 309 751 442

Loss due to fire accident - 795 795

Other 40 160 120
Income before income taxes and minory interests 43,406 45 47,632 4.2 4,226
Income taxes 9,624 1.0 12,246 1.1 2,622
Deferred income tax 4,010 0.4 3,453 0.3 {557)
Minority interests in earnings of consolidated substdiaries 5,150 0.5 4,044 0.3 (1,106)
Net income 24,622 26 27,889 25 3,267 | 133




Consoligated Statements of Cash Flows

<Reference>
First quarter of Fiscal 2007| |First quarter of Fiscal 2008] Increase
(from April 1, 2007 (from April 1, 2008 (Decrease)
Account title to fung 30, 2007) to June 30, 2008)
millions of yen millions of yen millions of yen
Cash flows from operating activities
Income before income taxes and minority interests 43,406 47,632
Depreciation and amortization 14,043 18,741
Interest and dividend income (1,705) (1,635)
Interest expenses 3,216 3,308
Equity in income of non-consolidated subsidiaries and affiliates (17,989) (16,837)
Gain on sales of investments in securifies, net (36) -
(Gain on sales of investments in subsidiary - (1,075)
Loss {gain) on sales and disposal of property, plant and equipment, net {850) 159
Increase in trade receivables (9,723) (90)
Increase in inventories (82,208) (159,655)
Increase in trade payables 68,384 64,499
Other, net {8,446) 6,935
Subtotal 8,092 (38,018) {46,110}
Receipts of interest and dividends 23,290 21,954
Payments for interest {3,099) (3,538)
Payments for income taxes (32,176) (26,221)
Net cash used in operating activities {3,893) {45,823) {41,930
Cash flows from investing activities
Payments for acquisition of investments in securities (1,114) (573)
Proceeds from sales or maturities of investments in securities 52 11
Payments for acquisition of property, plant and equipment (24,030) (24,838)
Proceeds from sales of property, plant and equipment 1,928 1,130
Payments for acquisition of intangible assets (999) (825)
Other, net {774) (1,373)
Net cash used in investing activities (24,937) {26,468) {1,531)
Cash flows from financing activities
Increase (decrease) in short-term bomrowings, net (10,768) 76,089
Increase in commercial paper, net 75,000 -
Proceeds from borrowings of long-term bank loans and other 12,000 8,608
Repayments of long-term bank loans and other (10,665) (9,880)
Proceeds from issuance of bonds - 20,000
Repayments of lease obligation - (22)
Cash dividends paid (7.421) (7.420)
Cash dividends paid to minority shareholders (7.258) (6,285)
Other, net (227) (13)
Net cash provided by financing activities 50,661 81,077 30,416
Effect of exchange rate changes on cash and cash equivalents 232 (2,463) (2,695)
Net increase in cash and cash equivalents 22,063 6,323 (15,740)
Cash and cash equivalents at beginning of period 45,249 62,621 17,372
Increase due to subsidiaries newly included consolidation 80 1,13 1,051
Increase due to merger of consolidated subsidiaries 3 179 176
|Cash and cash equivalents at end of period 67,395 70,254 2,859




<Reference Material> Consolidated Financial Statements for the Corresponding Previous Period
Segment Information

Segment Information summarized by product group

First quarter of Fiscal 2007 {from April 1, 2007 to June 30, 2007) millions of yen
Other Eliminations .
Petraleum Metals Operations Total of corporate Consolidated
Sales 676,718 278,525 12,131 967,374 {7,370) 960,004
Operating income 7,952 14,219 63 22,234 396 22,630
Income before special items 9,267 29470 1,456 40,193 649 40,842
Breakdown of Metals segment {millions of yen)
Resources and|  Electronic Metal L
Metals Materials _[Manufacturing Eliminations | Melals total
Sales 247,158 33,168 17,303 {19,104 278,525
Operating income 5,189 3,352 1,827 (149) 14,219
Income before special items 24,383 3,237 1,999 (149) 29470

Note 1 : Main products for each group are the following;

Petroleum resource development, gasoline, naphtha, kerosene, gas oil, heavy fuel ofl, petrochemicals,
liquefied petroleum gas, tubricating oil, ship transport, ete.
<Resources and Metals>
resource development, copper, gold, sitver, suffuric acid, ship fransport, etc.
Metals <Electronic Materials >

copper foils, sputtering targets, compound semiconductor materials, efc.
<Metal Manufacturing >
wrought copper and copper alloy products, special steel products, precision products, efc.

Other Operations information service, engineering, electric wires, cables, fitanium, land transport,
common group administrative activities stch as fund procurement, etc.

<Reference>
First quarter of Fiscal 2008 (from April 1, 2008 to June 30, 2008) _ millions of yen
Other Eliminations )

Petroleum Metals Operations Total or corporate Consolidated

Sales 833,892 280,625 13419 | 1,127,936 (4,921) | 1,123,015

Operating income 22,150 10,742 1,993 34,885 255 35,140

Income before special items 20,647 23,998 2,905 47,550 {217) 47,333

{Note)

Segment information summarized by product group is presented on a basis of the internal management reporting of the Company. The products of
each segment are shown in the below table.

In regard with the Metals segment, previously, its breakdown of the three segments, “Resources and Metals", “Electronic Materials® and “Metal
Manufacturing” was disclosed. However, the classification of the three segments is not presented from the first quarter of Fiscal 2008 in accordance
with the change of operational organization within Nippon Mining & Metals Co., Ltd. in April 2008.

Petroleum resource development, gasoline, naphtha, kerosene, gas oil, heavy fuel oil, petrochemicals,
liquefied pefroleum gas, lubricating oil, ship transport, ete.

Metals resource development, copper, gold, silver, sulfuric acid, recycling & environmental services, copper foils,
thin fitm materials, precision rolled products, precision fabricated products, ship transport, ete.,

titanium, engineering, electiic wires, cables, land transport, comrnon group administrative activities such

Other Operations as fund procurement, etc.
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To Our Shareholders and Investors

Interview with the President

Facing dramatically fluctuating business conditions, the Nippon Mining Holdings
Group has established a Long-Term Vision and taken the first steps toward becoming a
highly profitable company that realizes income before special items of at least ¥250
billion. Amid unforeseen market volatility, how can we achieve growth? President and
CEO Mitsunori Takahagi discusses strategies for realizing the Long-Term Vision.

Special Feature

What is the Key to Outstanding Performance?
To build an optimal business portfolio and an earnings structure less susceptible to mar-
ket fluctuations, priority investment in strategic growth business areas is ¢ritical. This
section outlines the Nippon Mining Holdings Group's initiatives to further strengthen its
earnings platform.

20 Project to Increase Production Capacity for Aromatics to Meet Growing

Dernand in Asia
22 Expansion of the Recycling and Environmental Services Business
24 Paositioning Titanium as a Future Core Business

Review of Operations Section

27 Operational Highlights

28 Petroleumn (Japan Energy Group)
Petroleum Exploration and Development
Refining
Marketing
Petrochemicals

33 Metals (Nippon Mining & Metals Group)
Resource Development
Copper Smelting and Refining
Recycling and Environmenta! Services
Electronic Materials

38 Other Operations (Independent Operating and Functional Support Companies)

39 Research and Development Activities

Corporate Section

42 Directors, Auditors and Senior Officers

43 Corporate Governance and Internal Controls

47 Environmental Preservation and Social Contribution
50 Corporate Data / Organization Charts

Financial Section

53 Financial Summary

54 Management'’s Discussion & Analysis

58 Business and QOther Risks

62 Consolidated Balance Sheets

64 Consolidated Statements of Income

65 Consolidated Statements of Changes in Net Assets
66 Consolidated Statements of Cash Flows

67 Notes to Consolidated Finandial Statements

Group Companies

Global Network

Investor Information

Notes concerning forward-looking statements

This material ircludes Nippon Mining Holdings® future plans, strategies, earnings forecast and outlook, Information in this material is not anly facts that have
ocoyrred, but is farecasts, assumptions and opinions based on available information as of June 26, 2008. This inctudes unlimited risks and uncertainties relat-
ed to eoonomic conditions, fierce competition in the industry, market demand, foreign exchange rates, 1ax system and other regulations. Hence, please note
that actual resutis may differ from forecasts desaribed in this material,
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|Profile]

With a corporate history and tradition stretching more than 100 years, the Nippon

Mining Holdings Group has long proven its commitment to ensuring a stable supply
of resources, materials and energy, with particular focus on petroleum and copper.

By providing these essential resources, the Nippon Mining Holdings Group contributes
to the smooth functioning of society and development of the economy.

Under the leadership of Nippon Mining Holdings, Inc., the Company Group operates
two core businesses—petroleum, through Japan Energy Corporation, and metals,
through Nippon Mining & Metals Co., Ltd. By efficiently managing the Company
Group’s overall portfelio of businesses and optimally allocating management resourc-
es, Nippon Mining Holdings aims to enhance corporate value and realize a level of
competitiveness and profitability that is on a par with the leading global companies

in each of the industries in which it operates.

i

NIPPON MINING HOLDINGS

I

l JAPAN ENERGY o NIPPON MINING & METALS




|Historyl

H December 1905

Fusanosuke Kuhara opened Hitachi Mine
(The founding of the Nippon Mining Group)

H October 1967

Kashima Qil Co., Ltd. established
(a subsidiary of japan Energy from December 1999)

B September 1912
Kuhara Mining Co., Ltd. established

M September 1916
Saganoseki Smelter and Refinery began
operations

M December 1928
Kuhara Mining renamed Nippon Sangyo
Co., Ltd.

B Apri! 1929

Nippon Mining Co., Ltd. established
(assurned the mining and smelting and refining
operations of Nippon Sangyo)

M September 1933
Spouted oil in Omonogawa QOil Field

M lune 1961
Mizushima Oil Refinery began
operations

M October 1964
Kurami Works opened

B August 1965
Kyodo Qil Co., Ltd. established

"M December 1879

Chita Qil Co., Ltd. established
(in tuly 1983, reorganized to bring the refinery
under direct control of Nippon Mining)

® April 1981
Nikko Gold Foil Co., Ltd. established

B May 1985
Isohara Plant began operations

W November 1992
Nippon Mining & Metals Co., Ltd. com-

menced operations
(listed on the first section of Tokyo Stock Exchange
in August 1998)

M December 1992
Nippon Mining and Kyodo Qil merged
to create Nikko Kyodo Co., Ltd.

M December 1993
Nikko Kyodo renamed Japan Energy
Corporation
JOMOQ brand launched

July 1999
Nikko Materials Co., Ltd, established

B September 1999
LG-Nikko Copper Inc. began fapan—
Korea joint copper smelting and
refining business
{currently LS-Nikko Copper Inc.)

B October 2000
Pan Pacific Copper Co., Ltd. (PPC)
established
{In April 2006, PPC integrated the copper smelting
functions of Nippon Mining & Metals and Mitsui
Mining & Smelting Co., Ltd.)

[0 September 2002
The holding company, Nippon Mining
Holdings, Inc., established

C] October 2003
Nikko Metal Manufacturing Co., Ltd.
established

H April 2006
New “Nippon Mining & Metals Co.,
Ltd.” formed
{consolidation of Nippon Mining & Metaks, Nikko
Materials and Nikko Metal Manufacturing)

0 June 2008
Toho Titanium Co., Ltd. consolidated as
a subsidiary

The Establishment of Nippon Mining Holdings

1900-1360 (1990 2000
T 2002 Ni Mining Holdings, Inc., establish
Kyodo Oil Co., Ltd. established ; 'ppon Mining Holdings, Inc. established
Renamed i Id
- ) Japan Energy Nippon Mining Holdings, Inc.
Founding Corporation 5 PP 9 9

1992

Nikko Kyodo
Co., Ltd.
established

Japan Energy
Corporation

Nippon Mining Co., Ltd.
established

Nikko Materials Co., Ltd, established

1928 Renamed Nippon
Sangyo Co., Ltd.

Kuhara Mining Co., Ltd.

Nippon Mining &
A1 established pe g

Metals Co., Ltd. ,

Nippon Mining & :

Metals Co,, Ltd. began E N
operations A0

- E Nikko Metal Manufacturing

¢ Co., Ltd. established

2006
New “Nippon Mining & Metals Co.,
Ltd.” formed

k-
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We Create Energy

The Japan Energy Group is engaged in a comprehensive array of petroleum businesses ranging

JOMO

from upstream to downstream operations. These include petroleum exploration and development,

refining and marketing of petroleum products and operations involving such fields as liquefied
petroleum gas (LPG), lubricants and petrochemicals. To provide a stable supply of energy essential
to people’s lifeline, the Japan Energy Group has built a complete supply chain stretching from ex-

ploration and development of oil and gas fields to refining and distribution. Our comprehensive
set of services also includes the JOMO service station network throughout Japan.

Exploration and
Development
Equity Based Entitlement
Volume

{crude oil equivalent)

15,000

Barrels/Day

The Japan Energy Group's
petroleumn exploration and
development business
commenced in 1914, and since
that time we have aggressively
pursued operations in this
sphere. Currently, we operate
production at a gas field in
Niigata (Japan} and at oil fields in

B Abu Dhabi (United Arab Emirates),

Main Products of the Petroleum Business and their End Uses

China and Papua New Guinea.
In addition, we are involved in
exploration and development
projects aimed at realizing new
production with particular focus
on Japan, the Middie East,
Southeast Asia and Oceania.

Refining

. Refining Capacity
(including condensate
processing capacity)

475,000

Barrels/Day

The Japan Energy Group's three
- refineries at Mizushima, Chita
and Kashima maintain high-
capacity utilization rates.
At these refineries, we
manufacture a broad range
of petroleum products, from
i fules such as gasoline, kerosene
and light cil to petrochemicals,
lubricants and petroleum coke.

e ——

Gasoline, Diesel, Jet Fuel

Kerosene, LPG

Heavy Fuel Oil

Petrochemical Products

E;'- Marketing

Domestic Market Share

9%

10%

" (No. 6 position in the
domestic market}

S

3 At our 3,500 JOMO service
stations nationwide, based on a
. phitosophy emgphasizing superior
hospitality, we provide a lineup
. of products and services that
L aims to achieve a high level of
customer satisfaction.
Through development of the
[ “Value Style” concept
throughout Japan and by
f building up a netwark of
self-service stations, JOMO has
; established a strong brand
s identity.

Downstream ]

Petrochemicals

Volume of Paraxylene Sales
{external sales)

No. 3

Producer Globally

(Production capacity of
1.02 million tonsfyear)

The Japan Energy Group
manufactures and markets
products including paraxylene, a
major raw material for polyester
fibers and polyethylene
terephthalate (PET) resin,
benzene and cyclohexane, etc.
as well as propytene; and normal
parafiin, etc. We are the warld's
third-tar?esl seller of paraxylene
{external sales) and one of Asia’s
leading aromatic product
manufacturers.
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Fuel for Automobiles and Aircraft

Household and Heating Fuel

Fuel for Power Generation
and Industrial Plants

Polyester Fiber, Polyethylene
Terephthalate (PET) Bottles
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A newspaper advertisernent for the Nippon Mining Holdings Group introducing our contribution to the creation of a necyding-onented society by recovering valuable metals contained in waste
electronic materials, induding mobile phones and PCs.



Nippon Mining & Metals Group operates non-ferrous metal-related businesses, from resource de-
velopment, smelting and refining to electronic materials manufacturing and marketing, as well as re-
cycling and environmental services. Through the pursuit of technical rationality and efficiency, we en-
deavor to effectively utilize the earth’s valuable resources. Based on these efforts, we are committed

o | As an integrated producer engaged in the non-ferrous metals business, principally copper, the

to assisting the sustainable development of sodety.

Downstream ]
Resource Copper Smelting IT-related Recycling and
Development p and Refining Materials Environmental
Equity Based Entitlement g Smelting Capacity Services
Volume ]
(copper equivalent) ) N 2 N 1
" NO. 0.

90 000 Producer Market Share Efficient Recovery

r Globally Globally in of Valuable Metals
Tons/Year 1,120,000 Tons/Year*? Main Products

N;{‘.r_.,‘ g
Hav =

Through investments in _. In partnership with Mitsui We maintain the world's top
promising mine development Mining & Smelting Co., Ltd., market share in many gies cultivated over many years
projects, we are pursuing a we established Pan Pacific IT-related materials such as of involvement in mining and

strategy that will ensure a Copper Co., Ltd. (PPC*"), an treated rolled copper foil, smelting operations, and carry
stable supply of ore as well as - important step in building one sputtering targets for LSls, flat out a recycling business for the
provide investment returns. of the world's leading copper panel displays (FPDs}, and effective collection of minute
Al present, Nippon Mining & producing alliances, in terms titanium copper alloys and amounts of valuable materials
Metals has equity stakes in of both production volume others. In product develop- contained in electronic
three mines in Chile. and copper quality. PPC is ment and technical innovation, components. We also conduct
Furthermare, we have acquired responsible for the Group’s we constantly strive to lead the an environmental services
rights in the Caserones Copper copper smelting and refining market, business, which manages
Deposit in Chile and the operations, with three detoxification of industrial
Quechua Copper Deposit in production bases in Japan that wastes and recovery of
Peru. Both projects are account for approximately valuable metals, with the
progressing steadily. 40% of lapan'’s total copper capability of handing

" production. difficult-to-process waste

materials.

*1. Pan Pacific Copper Co., L1, (A joint venture with Msui Mining & Smelting Co., Ltd. Nippon Mining & Metals holds 2 66% equity stake.)
*2. Total production capacity of PPC and L5-Nikko Copper Inc.: PPC, 610,000 tonsfwear,; L3-Nikko Copper, 510,000 tons/vear

Main Products of the Metals Business and their End Uses

I ’:{iﬁ:“ Electrical Wire, Construction Materials

I El Precision Equipment, Jewelry

l PCs, Mabile Phones, Automaobiles

Copper

Precious Metals {Gold, Silver, etc.)

Copper Foil, Rolled Copper and Copper Alloy Products

Sputtering Targets

I PCs, Liquid Crystal Displays {(LCDs)



Growth until Now

Despite constantly changing business caonditions, the Nippon Mining Holdings Group has
aggressively advanced both growth strategies and improvement and strengthening of its
financial condition. The Company Group will continue fortifying its management platform
and enhanching corporate value,

I Financial results I
{Billions of yen} Billions of yen)
5600 750

4,000

3,000

2,000

1,000

Years ended 2003 2004 2005 2006 2007 2008
March 31
EENet sales (left) @l Income before special items {right) @ Net income (right)

I Financial condition I

{Billions of yen)
2,500

As of 2003 2004 2005 2006 2007 2008
March 31
W Total assets Jeft) I Interest-bearing debt (left) Wl Shareholders’ equity (lefi)

—Shareholders’ equity ratio (%) == [VE ratio (Times)

l Crude oil and Copper prices I
(Wbbi) (/1)
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== rude cil price (manthly average) (Dubai spot) (left) === Copper price (monthly average) (LME) {right)
* The figures in the graph are the average prices during the fiscal year.




Finan<iai nignlights

Nippon Mining Holdings, Inc. and its consolidated subsidiaries

Millions of yen

Thousands of
Mitlions of yen U.5. dollars*!

Fiscal year ended
March 31, 2006

Fiscal year ended
March 31, 2007

Fiscal year ended
March 31, 2008

Operating results

Net sales ¥3,026,262 ¥3,802,447 ¥4,339,472 $43,312,426
Operating income 144,448 132,258 103,186 1,029,903
Equity in income of non-consolidated

subsidiaries and affiliates 50,983 94,895 91,927 917,527
Income before special items 188,722 224,236 192,026 1,916,618
Net income 96,9505 106,430 99,299 991,107
Financial condition at end of fiscal year
Total assets ¥1,859,583 ¥2,056,407 ¥2,251,208 $22,469,388
Shareholders’ equity*? 467,479 622,476 681,411 6,801,188
Interest-bearing debt 684,736 689,437 795,900 7,943,907
Sharehalders’ equity ratio (%) 251 30.3 303
D/E ratio {debt-to-equity ratic) (Times} 1.46 1.1 1.17
Cash flows
Cash flows from operating activities ¥ 24,258 ¥ 41,200 ¥ 56,830 $ 567,222
Cash flows from investing activities (37,594) (97,576) (114,391} (1,141,741)
Cash flows from financing activities 11,962 37,401 74,418 742,769
Per share data

Yen Yen U.S. dollars*!

Shareholders’ equity per share*3 ¥551.36 ¥671.56 ¥735.22 $7.34
Net income per share** 113.87 117.98 107.14 1.07
Diluted net income per share 113.84 117.91 107.06 1.07
Cash dividends per share (non-consolidated) 15 16 16 0.16
Stock price at fiscal year-end 993 1.017 528 5.27
Number of shares outstanding at fiscal year-end 847,047,065 926,909,298 926,812,871
Average number of shares outstanding

during fiscal year 847,046,824 902,127,788 926,832,217
Market data
Crude oil price (Dubai spot price) ($/bb'} 535 60.9 77.4
Copper price (LME) (¢/1b} 186 316 344
Exchange rate (¥/$} 113 117 114

*1. Amounts stated in U.S. dollars have been converted at 100.19 yen per U51.00 dollar, the rate prevaiiing at March 31, 2008.
*2. Shareholders' equity is the total of the shareholders’ equity and the valuation and translation adjustment in the consolidated balance sheets.
*3. Shareholders’ equity per share has been calcutated on the basis of the number of shares outstanding at the fiscal year-end.
*4. Net income per share has been calculated on the basis of the average number of shares outstanding during the fiscal year.

Net sales and Income
before special items

(Billions of yen) (Billions of yen} (Billions of yen)

I I Shareholders’ equity l I Interest-bearing debt I

(%)  @illions of yen}

Cash dividends and )
Net income per share |

(Times)  (ren) (en)

5,000 250 1,000
,339.5
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681.4)
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15 150
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2.0
5 5

©4 05 06 Qr 08 04 05 06 07 08 04__05_ 0607 08 _
Years ended March 31 As of March 31 As of March 31 Years ended March 31
EENet sales Jeft) EmShareholders' equity (eft) I Interest-bearing debt {left}  Cash dividends per share (eft)

EBincome before spedal items (right)

=+=Shareholders' equity ratio {right)

== DVE ratio (right)

==Net income per share (right)

*Cash dividends per share for the perod ended
March 31, 2006 induded cash dridends of ¥3
per share to commemornate the 100th anniversary
of the founding of the Company Group.
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We aim to be recognized as a first-class global company, possessing the
ability to generate sustainable growth and stable profits, resting on a solid
financial base. By working toward these objectives, we are confident that
we can enhance corporate value.

Chairman President and Ch:ef Executve Officer

Yasuyuki Shimizu Mitsunori Takahagi




In the fiscal year ended March 31, 2008, the Nippon Mining Holdings Group’s mainstay resources, mate-
rials and energy business areas faced significant rises in prices and price volatility driven by burgeoning
demand from China, India and other countries and nationa!l enclosure, growing resource nationalism
among resource-supplying countries, heightening environmental concern worldwide and

increasing flows of fund money into commodities markets. Meanwhile, the risk of economic recession
and uncertainty about the future grew worldwide due to a shift of fortune in the previously favorable
business climate triggered by the U.S. subprime loan problem.

Amid these business conditions, the Company Group achieved higher revenues for the fifth consecu-
tive year since establishing a holding company system, recording a 14.1% year-on-year increase in net
sales, to ¥4,339.5 billion. In earnings, decreasing petroleum product margins due to crude oil price hikes
and reduced copper smelting margins due to unfavorable conditions for copper concentrates procure-
ment were the main causes of year-on-year dedlines of 14.4% in income before special items, to ¥192.0
billion, and 6.7% in net income, to ¥99.3 billion. As in the previous fiscal year, we paid cash dividends per
share of ¥1 6.09, comprising an interim cash dividend of ¥8.00 and a year-end cash dividend of ¥8.00.

In May 20f18, Nippon Mining Holdings Group prepared the “Long-Term Vision towards Fiscal 2015,”
outlining the corporate profile the Company Group aspires to. The Long-Term Vision dlarifies the Compa-
ny Group‘s commitment to further strengthening its earnings platform and financial position while pur-
suing corporate management with an emphasis on corporate social responsibility and protection of the
natured environment. in other words, as well as reinforcing and expanding existing businesses, we will
bring to bear technology, experience and innovative capabilities garnered aver many years to take on
new business challenges and build a highly profitable company less susceptible to dramatic fluctuations
in business conditions. Specifically, by the fiscal year ending March 31, 2016, we aim to establish an
earnings platform that realizes a minimum of ¥250 billion for income before special items, ¥130 billion
for net income and 129% for ROE. For financial benchmarks, we are targeting the early achievement of
a shareholders’ equity ratio of 40% or higher and a debt-to-equity ratio of 1.0 times or lower.

Supplying society at large with resources, materials and energy, centered on il and copper, the
Nippon Mining Heldings Group, as a first-class global company, will pursue its Long-Term Vision to
advance toward achievement and development on a different order of magnitude over the coming
century. Although realizing its Long-Term Vision will not be easy, the Company Group will unite and
undauntedly rise to the challenge of reaching the targets it has set.

In addition, we will further improve the soundness and transparency of corporate management by
further developing internal control systems, while pursuing initiatives for safety contral, stringent compli-
ance and the global environment in everyday management and business activities.

In dosing, we would like to ask our stakeholders for their continued support and understanding.

June 2008

Chairman President and Chief Executive Officer




Amid dramatic changes in business conditions, the Nippon
Mining Holdings Group prepared a Long-Term Vision and
took the first steps toward becoming a highly profitable
company realizing income before special items of ¥250 bil-
lion or higher. By advancing strategic growth investments
and strengthening our financial position, we will build a
business portfolio that stably generates maximum earnings.




Financial Results / Operating Environment I

What is your overall view of the Nippon Mining Holdings Group‘s performance in
the fiscal year ended March 31, 20087 Furthermore, in light of the current operating
environment, what management issues are you particularly focusing on?

Market fluctuations more dramatic than anticipated produced tough business
conditions. However, to achieve sustainable growth, we renewed our determination
to build an operating structure that realizes steady earnings and growth irrespective
of market volatility.

In the fiscal year ended March 31, 2008, we grew revenues for the fifth straight year
since establishing a holding company system, posting net sales of ¥4,339.5 billion.
However, income before special items was unable to match the record-high we achieved
in the previous fiscal year, declining 14.4%, to ¥192.0 billion. Net income declined 6.7%
compared with the previous term, to ¥99.3 billion.

The Petroleum business saw higher-than-expected hikes in crude oil prices. Dubai
crude began the fiscal year at around $64 per barrel, but by March 2008, it had passed
$100 per barrel, The average price rose sharply year on year, from approximately $61 to
around $77 per barrel. Since the Petroleum business was unable to fully pass on the re-
sulting increases in raw malerial and energy costs, operating margins deteriorated.

In the Metals business, earnings decreased. In the fiscal year ended March 31, 2008,
equity-method income associated with investments in overseas copper mines increased
on record copper prices, which reached a record 403¢ per pound and an average price
of 344¢ per pound, up significantly from 316¢ per pound in the previous fiscal year.
However, that increase was counteracted by worsening copper smelting and refining
margins due to unfavorable conditions for copper concentrates procurement that
stemmed from the increased oligopolistic nature of the mining industry and tightening
supply and demand.

| expect resource and energy demand to remain firm, underpinned by such factors
as economic growth in the BRIC countries. Consequently, | think crude oil and copper
prices are likely to remain at high levels. However, the market situation in recent years
has seen a dramatic change, which cannot be completely accounted for by conventional
market wisdom. Nevertheless, | think it is fair to say that we are seeing a paradigm shift
to an era of high prices and high volatility for resources and energy. Meanwhile, | believe
inevitable developments include a growing sense of
crisis about environmental issues, stricter environ-

mental regulations and stepped-up resource na- Financial results : Crude oil and

tionalism in resource-producing countries. I I I Copper prices I
The likely continuance of the tough and Billions of ye) Billions of yen) (s/0bl) {eb)

difficult-to-predict business conditions we faced in 5,000 250 100 500

the fiscal year renewed our determination to build

an operating structure that can realize steady earn-
ings and sustainable growth irrespective of market

volatility.
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I Net sales (left) == Crude ofl price (Dubai spot} (eft)
Wl income before special iterms (right) == Copper price (LME) {right)

SmNet income {right)




I Outline of Long-Term Vision towards Fiscal 2015 I

n Please tell us the aims and background to the Long-Term Vision towards Fiscal 2015,
and provide an outline of this vision.

In a rapidly changing operating environment, | think it is important that we dearly articu-
late the direction and the future profile of the Company Group from a longer-term per-
spective. Accordingly, we prepared growth strategies to become a highly profitable
company that realizes consolidated income before special items of ¥250 billion or higher.
The fundamental thinking behind the vision we have announced comprises three basic
policies—building an optimal business portfolio, managing the Company Group with
particular focus on CSR and environmental issues and promoting innovation.

Through its three-year, rolling Medium-Term Management
Plan, the Company Group has clarified its management
policies and goals and formulated strategies and solutions
designed to achieve the stated goals. However, given the
paradigm shift in business conditions | mentioned earlier, |
think we must clearly show the direction and future profile
of the Company Group from a longer-term perspective.

In analyzing the business conditions and manage-
ment direction, we broke down the Petroleum business
and the Metals business into upstream, midstream and
downstream business areas because both businesses have
integrated operational structures spanning these business
areas. Our upstream businesses focus on petroleum and
copper resource development, Midstream businesses are
centered on petroleum refining and marketing and copper
smelting and refining. Downstream businesses include
petrochemicals, electronic materials, and recycling and environmental services.

Upstrearn businesses are seeing a shift toward extremely large-scale investments,
lengthening project lead times and increasingly high-risk, high-return scenarios. These
trends necessitate long-term perspectives and prudent yet bold decision making. Among
midstream businesses, domestic demand for petroleum products is waning and competi-
tion is becoming more intense, leading to structural downward pressure on profitability.
tn response, we will rigarously strengthen cost competitiveness. In downstream business-
es, we wanl 1o increase revenue from the increasing business opportunities arising from
ongeing developments in environmental and T-related fields.

Mindful of these trends and imperatives, our Long-Term Vision sets its sights on the
fiscal year ending March 31, 2016. It paints a picture of a highly profitable Company
Group that generates income before special items of at least ¥250 billion and outlines
the strategies that will steer us toward that goal. The three basic policies guiding those
strategies are building an optimal business portfolio; managing the Company Group with
particular focus on CSR and environmental issues; and promoting innovation, We will op-
timally exploit our advantages—a unique business portfolia based on the Petroleum busi-
ness and the Metals business and the economies of scale that these operations afford.




INHLETVICVY Wéladl LN FICOIUETIU _

' NIPPON MINING HOLDINGS GROUP “Long-Term Vision towards Fiscal 2015"

QOutstanding Performance and Higher Corporate Value

An outstanding global company with sustainable growth capabilities, stable

profitability and a strong financial position

. Basic Policy

Basic Strategy

Aiming to realize a significant return on

. Optimal business Upstream investment and stably procure resources,
. p ortfolio mainly in copper resource development
& 2, Maintaining a fixed level of profits by
& %, drastically enhancing cost competitiveness
& %,
§ ,”f,,, Harnessing our competitive superiority, expand
§ ”f,,, (sTANTLECLEL B aggressively into areas where market expansion
= Z and higher value-added are anticipated
CSR and F— | ti Develop titanium business as our third core
Environment nnovation (LGN LLIE business for the future
LISIIE LIS (Ml Promote new businesses that offer synergies
with our existing businesses
! v D Fiscal year ended Fiscal year endin Fiscal year ending
| N U C March 31, 2008 (Actualy March 31, 2011 (PPE&) March 31, 2016 (Vision)
Income before special items {Billions of yen) 192.0
Excluding inventary valuation (Billions of ven) 143.2 170.0 ¥250.0 bn or more
Net income (Billions of yen) 99.3 88.0 ¥130.0 bn or more
Targets N ’
9 Shareholders’ equity ratio (%) 30.3 33.5 40% or more
D/E ratio (Times) 1.17 1.12 1.0 or less
ROE (%) 15.2 1.0 12% or more
Exchange rate 114 105 105
Key factors Crude oil FOB* ($/bbl) 77.4 70.0 70.0
Copper price (LME) (¢/1b) 344 270 200
* Dubai spot

Capital Expenditures and Investments

Trillion yen-scale capital expenditures and investments from the fiscal year ending March 31, 2009 to tha fiscal year
ending March 31, 2015 of which 790.0 billion yen, or approx. 80%, will be allocated to implement growth strategies

(Years ending March 31} Flan Visicn
Investment for growth 3,700 7,900
. Petroleum 1,400 3,000
Metals 1,700 4,000
Independent operations, etc. 600 900
Maintenance and others 1,400 2,300
Petroleum 900 1,500
Metals 500 800
Total 5,100 10,200
I Depreciation and amortization 2,800 7,300
After ad!ie_zving the financial_tar_gets, we \nfill further increase returns to sharehold-
ers by raising the payout ratio, implementing a buyback, etc.




l Building an Optimal Business Portfolio ; I

n What specific strategies and preparations will you undertake to build an optimal
business portfolio?

Over the seven years up to and including the fiscal year ending March 31, 2015, we
plan on carrying out capital expenditures and undertaking investments totaling
around ¥1.0 trillion. Eighty percent of that amount will be used for strategic growth
fields. Through this strategy, we aim to increase the proportion of profits derived from
downstream businesses to more than half of overall income. Downstream businesses
are attractive because they are relatively less affected by market fluctuations and
offer the potential of market growth and a high level of value added.

In the upstream area, the Company Group will advance copper resource development
prajects, which promise significant returns on investment and stable procurement. Cur-
rently, we are surveying and considering Caserones in Chile and Quechua in Peru with a
view to developing copper deposits. Further, under our Long-Term Vision income before
special items from upstream divisions in the fiscal year ending March 31, 2016 will
decrease comnpared with that of the fiscal year ended March 31, 2003. However, the
projected decrease assumes copper prices will be 200¢ per pound, lower than they were
in the fiscal year ended March 31, 2008. Estimates hased on a copper price of 300¢ per
pound give an increase of between ¥60 billion and ¥70 billion.

In the midstream area, in petroleurn refining, based on the growing price gap be-
tween heavy and light crudes, and structura! changes in the demand for petroleum prod-
ucts, we are investigating building a new heavy oil cracking unit to substantially reduce
crude oil procurement costs and provide a greater propartion of light-oit products. In
copper smelting and refining, we will respond to worsening smelting margins by making
further cost reductions at our existing copper smelters to secure stable earnings.

In the downstream area, in petrochemicals, we see tight supply and demand condi-
tions persisting over the medium-to-long term for aromatic petrochemical products. We
expect this to be driven by robust demand growth for synthetic fibers and resins. Based on
this market view, we are aiming to grow earnings by steadily operating the newly complet-
ed petrochemical complex at the Kashima Oil Refinery. In the electronic materials of the
Metals business, we will capitalize on our leading global market share in step with growing
demand from the BRIC countries and the increasing use of IT and electronics in the auto-
mobile sector. We will also develop products that anticipate market demand for higher
performance and quality. In the recycling and environmenta! services business, we are mak-
ing steady progress in the HMC project*, which is due to be completed in March 2009,

I Optimal business portfolio I

(Billions of yen)

Fiscal year ended
March 31, 2008

Fiscal year ending
March 31, 2016

OCownistream
@ uestream profitability ratio

@ Midstream 27 %

.Duwnstmam

! X »» 54(y ot q;fgg?:sg
0 : (Vision) ‘

. Independent operations, etc.

o Downstream profitability ratio ~L
Fiscal year ended March 31, 2008 (Actual) Fiscal year ending March 31, 2016 (Vision)

Income before special items L ™
{excludes invertory valuation) ¥143.2 billion ¥250.0 bilion or more
Downstream profitability ratio 27%
{inctudes independent operations, etc.)

i Exchange rate 114v8
Key factors | Crude oil price {Dubai spot) 774500

i Copper prive (LME} 344¢Ab
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In addition, we want to develop the titanium business
as a third core business alongside petroleum and metals. This
business is centered on Toho Titanium Co., Lid. which be-
came a consolidated subsidiary of the Company Group from
the fiscal year ending March 31, 2009. Also, based on the
results of the pilot production of palysilicon for photovoltaic
solar power generation systems we completed as a collabor-
ative development with Chisso Corporation and Toho Titani-
um, we began preparation for commercial operations from
July 2008.

To implement the kind of strategies outlined above, we
plan on carrying out capital expenditures and undertaking
inevestment totaling around ¥1.0 trillion over the seven
years from the fiscal year ending March 31, 2009 to the fis-
cal year ending March 31, 2015. Of this amount, ¥790.0 bil-
lion, or almost 80%, will be used for strategic growth
investments.

As a result, we intend to increase the proportion of earnings contributed by down-
stream operations {including independent operating companies), which promise market
growth and a high level of value added, from 27% in the fiscal year ended March 31,
2008 to 54% in the fiscal year ending March 31, 2016.

* HMC project: Hitachi Metal Recyding Complex project (refer to page 22)

I Long-Term Vision towards Fiscal 2015 / Medium-Term Management Plan 2008-2010 I

_Q

items totaling ¥250 billion or more?

What do you see as the key areas for reaching your target of income before special

Maintaining a balance between strategic growth investment, and improving our fi-
nancial position, we will steadily carry out the new Medium-Term Management Plan

to cement foundations over the first three years of the Long-Term Vision.

First, we will steadily implement our Medium-Term Management Plan 2008-2010, which
is an action plan for the first three years of the Long-Term Vision, Disciplined manage-
ment during this period of consolidating foundations is key. | often say that new invest-
ment only becomes possible through the steady accumulation of profits from our current
businesses. During the period of the Medium-Term Management Plan 2008-2010, al-
though we will increase capital expenditures and undertake investment to enable up-
front investment, we will continue strengthening our financial position. However,
interest-bearing debt will increase as a result of an increase in working capital require-
ments due to hikes in the prices of crude oil and copper and the up-front investments we
plan to make over the next three years. Consequently, the steady progress we have made
so far in improving our balance sheet is likely to come to a temporary standstill. However,
our long-held target for the debt-to-equity ratio in the fiscat year ending March 31, 2011
is 1.0 times or less, and we intend to reach this level at the earliest possible time. We

are also committed to achieving a shareholders' equity ratio of at least 40% as soon

as possible.

Simultaneously pursuing investments in strategic growth areas and a stronger financial
base might seem, to paraphrase a Japanese proverb, akin to chasing two hares at the same
time. However, we are committed to maintaining this delicate balance while paving the
way toward realization of our Long-Term Vision.

I'Fin'a'nciial condition I

(Billions of yen)
3.000 More than
40%
¥ ]
..gP
",.p-"
-
2,000]
1,000 Less than
... 1.0 times
e,
o8 i1 15
(Plan} [vision)
As of March 31

At the latest by the
fiscal year ending March 31, 2016
Shareholders’ equity ratio:
More than 40%
D/E ratio:

Less than 1.0 times
W Total assets W Shareholders’ equity
I Interest-bearing debt
== Shareholders' equity ratio (%)
=a{WE ratio {Times}
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I Dividend Policy
m Please outline your thinking in the area of dividend policy.

Our basic policy is to pay stable dividends from a long-term perspective. Once we
achieve the benchmarks we have set for improving our financial position, we want
to further increase returns to shareholders.

I Cash dividends per share 1I

(Yen)
20

With regard to the cash dividends paid to shareholders,
we take into account the Company Group's business re-
sults and conditions in our operating environment, while
also striving t¢ maintain stable dividends and strengthen
our financial position through enhanced internal reserves.
Our fundamental stance is to determine dividends based
on a comprehensive view of the Company Group’s situa-
tion, because we believe that taking a long-term view of
operating result trends while implementing a stable level
of dividends will benefit shareholders.

Howaever, when we have achieved the financial tar-
gets set out in the Long-Term Vision, we intend to further
increase returns to shareholders through higher dividends
and such strategies as share buybacks. Furthermore, based
on these policies, we have established ROE of 12% or
higher as a management target for the fiscal year ending
March 31, 2016 in addition to targets for the sharehold-
ers' equity ratio and debt-to-equity ratio. With a view to efficiently managing capital and
assets and raising corporate value, we will incorporate benchmarks that our shareholders
and other investors attach importance to and meet their expectations.

04 05 06 07 08

Years ended March 31

*Cash dividends per share for the period ended
March 31, 2006 induded cash dividends of ¥3
per share to commemorate the 100th anniversary
of the founding of the Compary Group.

Best Disclosure Award from Tokyo Stock Exchange

Tokyo Stock Exchange Group, Inc. presented Nippan Mining Haldings Group with a
Fiscal 2007 Best Disclosure Award in recognition of efforts to achieve timely, appropriate
and equitable disclosure of information. Judges favorably evaluated the Company
Group's detailed disclosure and explanations for business result analysis, management
policies and risk information in financial result reports as well as the quality of documents
at meetings with shareholders and presentations and efforts to provide information on
the Company Group’s web site,

¥ME Rt 7 — 54 200
’ Listed Company Award of the year ‘
b ERISEN MELNAREE
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Tokyo Stock Exchange Group,
Atsushi Saito, president & CEO {left) and
Mitsunori Takahagi president & CEQ (hght)
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THE KEY TO OUTSTANDING
PERFORMANCE?

To build an optimal business portfolio and an earnings structure less susceptible to
market fluctuations, priority investment in strategic growth business areas is criti-
cal. This section outlines the Nippon Mining Holdings Group's initiatives to further
strengthen its earnings platform.




What is the Key to Qutstanding Perfor

mance?
r T

Project to Increase Production Capacity for
Aromatics to Meet Growing Demand in Asia

The Nippon Mining Holdings Group has invested approximately ¥70 billion in new produc-
tion facilities for aromatic products within its Kashima Qil Refinery in Ibaraki, Japan. This
capital expenditures project has been carried out in anticipation of future growth in de-
mand for aromatic products, particularly in the Asia region. With the opening of this new
facility, the Japan Energy Group became the world's third-largest seller of paraxylene to ex-
ternal customers, reinforcing its position as one of Asia‘s leading petrochemical producers.

I Growing Demand for Polyester in Asia I

Aromatic products are a category of petrochemica!l products,
which are classified as part of the downstrearmn operations of
the Petroleumn business. These products are the base mateni-
als used in the manufacture of such synthetic fibers as poly-
ester and nylon as well as synthetic resins, such as PET,
which is a material used to make plastic bottles and food
trays. The most common aromatics are known by the acro-
nym BTX, which stands for benzene, toluene and xylene.
Cyclohexane and paraxylene {PX) are relatively produced
from benzene and xylene.

PX is oxidized and refined to produce purified tere-
phthalic acid {PTA}, which then undergoes polymerization
with ethylene glycol {EG) to become polyester fiber or PET
resin. Polyester fiber has excellent properties in terms of
strength, processability and functionality, and, because it is
relatively inexpensive compared with other synthetic fibers,
demand for polyester is growing in the apparel field as a
substitute for cotton. In the industrial arena too, it is the fo-
cus of growing demand for such applications as tire cord, as
a substitute for nylon. Another growth area is PET resin,
most of which is manufactured into PET botiles for use as
soft drink and alcohclic beverage bottles.

In recent years, the polyester market in Asia has been
driven particularly by robust demand growth in China, re-
sulting in steady market growth. It is estimated that demand
for polyester in Asia will increase at an annual rate of 8%
through 2015, To meet this rising demand, we believe that
it will be necessary for PX production capacity to increase
1.5 million tons each year. In contrast, heavy naphtha, the
base material used to produce PX, is a type of naphtha that

can only be produced from the refining process for crude oil,

and global crude oil refining capacity is expected to grow at
an annual rate of only 2% to 3%. Therefore, from a struc-
tural perspective, the market situation for PX is expected to
remain tight over the medium- to long-term.

Owing to significant plant capacity increases over the
past several years, the PTA market has become oversupplied,
leading to a slump in PTA prices since September 2007.
Meanwhile, the price of naphtha, the raw material used to
produce PX, has risen sharply, putting a severe squeeze on

margins in the PX business. Despite this short-term situation,

we believe that robust medium- to long-term growth in de-
mand for polyester in Asia will drive demand for PX, and
that PX margins will remain high.

Global demand forecasts for polyester and PET l

(Miflions of tons)

I Paraxylene demand and supply outlook (Asia) I

(Miliions of tons)

80

40

20

= Demand {FX required volume based on PTA production volume)
I Supply (PX production volume)

W inflow from outside the area {Supply and demand batance)

Note: Data for 2006 i based on resutts for Petrochemical Consuttants International, while the data from 2007 is based on our estimates.




New Fécility Comes on !-';ireéi'n, Increases PX
Production Capacity te 1.02 Million Tons

In response to robust demand in Asia for synthetic fibers and
resins, the Company Group embarked on a strategy to take
advantage of this demand growth, thereby bolstering the
competitiveness and enhancing the profitability of its Petro-
leum business over the long term. This strategy principally
involved investing approximately ¥70 billion in a new petro-
chemical complex at the Company Group’s Kashima Qil
Refinery, including the construction and installation of a
condensate splitter, a PX plant and a catalytic reforming
unit, The new facilities commenced commercial operations
in January 2008.

Japan Energy and two partners formed a joint venture
to pursue this project. Japan Energy took an 80% equity
stake, while Mitsubishi Chemical Holdings Corporation and
Mitsubishi Corporation each took 10% equity stakes, in
Kashima Aromatics Co., Ltd., the company established as
the management vehicle for the new business. Kashima
Aromatics mainly uses a feedstock of natural gas condensate
{(a crude oil-like hydrocarbon that often accompanies natural
gas preduction) to manufacture such products as PX, ben-
zene and other aromatic hydrocarbons, as well as light naph-
tha. As part of this partnership arrangement, in principle, the
Japan Energy Group will receive the aromatic preducts, Mit-
subishi Chemical Corporaton will receive the light naphtha
produced and Mitsubishi Corporation will be responsible for
procurement of the condensate feedstock and will cooperate

in marketing the aromatic products. Operation of the new
petrochemical complex is fully entrusted to Kashima Oil Co.,
Ltd., meaning its operations are closely integrated with the
existing Kashima Oil
Refinery. The joint venture partners aim to bolster the com-
petitiveness of the new company through this arrangement.
Along with full-scale operations of the project, the
Group aromatics production capacity will be considerably
bolstered. PX capacity increased 70%, from 600,000 tons
per year (tpy) to 1.02 million tpy, and benzene capacity in-
creased 58%, from 330,000 tpy to 520,000 tpy.

I Becoming One of Asia's Top PX Suppliers I
The Company Group has long produced such aromatics and
basic chemicals as BTX, PX and cyclohexane at its three refin-
eries:Mizushima Oil Refinery (Okayama, Japan), Chita Oil Re-
finery (Aichi, Japan} and Kashima Oil Refinery. Through this
new project, our aromatic products manufacturing capacity
has achieved a dramatic increase compared with our previ-
ous level. The Company Group is now the world’s number-
three seller of PX to external customers and has established
a position as one of Asia’s leading PX suppliers. Looking
ahead, backed by robust growth in demand, we plan to as-
sess future opportunities for further PX capacity expansion,
as we accelerate our build-up of the Petrochemical business.

Rankings of Paraxylene Companies in 2008

Top ten suppliers worldwide by size

* Includes equity allowance for overseas joint venture companies

I Raising production capacity for aromatics I Rank Company nare hmim

1 Exxon Mobil (Japan, Singapore, 2120
| 600,000 tons 305> 1,020,000 tons per year ] Thailand, .5, Europe) '

2 {Nippon Qil {Japan) 1,180
P ————————— 4 15K Corp (Korea) 750
\// 5 |50 (Korea) 700
6 | Lidon Chemical (China) 700
. . 7 | ATC {Thailand} 605
Establish standing as 8 | TPPI (ndonesia) 550
one of Asia’s leading petrochemical producers g | AMSE (Malaysia) 540
10 | Chevron (U.5.) 500

Sources: Petrochemical Consultants International and Company data
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What is the Key to Outstanding Performance?

Expansion of the Recycling and
Environmental Services Business

The Nippon Mining Holdings Group is focusing on the expansion of the Recycling and
Environmenta! Services business, which is experiencing rapid growth as a downstream
business within the Metals business. The Company Group is pursuing the Hitachi Metal Re-
cyding Complex (HMC) project with a capital investment totaling approximately ¥10 bil-
lion. The HMC Works is under construction within Nippon Mining & Metals® Hitachi Area
Cocdination Center, located in Ibaraki, Japan and it is scheduled for completion in March

2009.

Technologies and Results Accumutated in
Mining and Smelting and Refining Operations

Effectively tackling such issues as global warming prevention,
resource conservation, zero emissions and the creation of a
recycling-oriented society is vital for the realization of sustain-
able growth in the 21st century. Such issues have far-reaching
impacts on industry, society and a range of corporate activi-
ties. The Company Group is working to strengthen the oper-
ationa! infrastructure of its Recycling and Environmental
Services business, which is experiencing rapid growth due to
rising environmental awareness and natural resource scarcity.

The Company Group's strengths in the Recydling and
Environmental Services business are the technologies and
experience accumulated in its mining and smelting and
refining operations over the years. This business comprises
recycling, which involves the recovery of valuable metals in-
cluding copper and precious metals contained in electronic
materials, and environmental services, which carries out de-
toxification processing of industrial wastes and recovery of
valuable metals from such waste materials. This business is
centered on the Metals Recycling and Eco Business Division
of Nippon Mining & Metals. We are building a nationwide
network with the affiliates of this business.

In the recycling business, utilizing our copper smelting
and refining technologies, we have been involved in non-
ferrous metals recycling operations for over 20 years. At the
Saganoseki Smelter & Refinery in Qita, Japan (operated by
Nikko Smelting & Refining Co., Ltd.), installation of hydro-
metallurgical facilities was completed in 1997. Through a
combination of the pyro-metallurgical process for copper
smelting and the facilities, we process 100,000 tons of mate-
rials for recycling per annum and recover valuable materials
such as copper and precious.

Exploiting the Abundant Untapped Recycling
Resources of Cities

A wide range of metals are used in IT equipment, automo-
biles and consumer electronics, including many types of pre-
cious and rare metals that have a high recovery value. Such
metals include copper, gold, silver, platinum, palladium, nick-
el and indium. In major urban areas, which have both high
population density and significant concentrations of industry,
large amounts of untapped resources may be “mined” for
the recovery of valuable metals.

The Company Group, seeking to utilize abundant, recy-
clable resources that slumber in the “urban mine,” is aggres-
sively promoting recycling operations for mobile phones, IT
equipment and automobiles. For example, in the fiscal year
ended March 31, 2007 the Company Group produced

| Recydling valuable metals from mobile phones I

The phone’s
main body, the
semiconductor
base

i

(

ot

Palladium i

l Volume of domestic gold production |

The Nippon Mining Group
4 \<— 30 tons/year
. ¢ within which, volume
recyded

All of Japan

180 tons 7 . 5 tons/year

Results in year ended March 31, 2007
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Pyro-metallurgical process within the HMC project {copper recovery furnace)

Principal Recovered Metals and
Planned Production Volumes
under HMC Project

Recovered metal Planned production volurme
Gold 500kg
Silver 50t
PGM 200kg
indium 6t
Antimony 150t
Bismuth 200t
Nickel 500t
Copper 6,000t
Zinc 700t
Tin 500t
Palladium 800kg

approximately 30 tons of gold {representing approximately
one-sixth of Japan's total domestic gold production), of
which around 7.5 tons is produced from recycling operations.

The Company Group embarked on the HMC project,
which will target the Greater Tokyo metropolitan area—
Japan’s largest potential urban mine—as a key part of its
strategy to expand its recycling business.

Increase of Sales and tncome through
the HMC Project

Under the HMC project, the HMC plant and Nikko Environ-
mental Services Co., Ltd —a subsidiary of Nippon Mining &
Metals—will efficiently process recyclable materials generat-
ed mainly in the Tokyo metropolitan area to recover rare and
precious metals, including platinum-group metals (PGM).
Also under the HMC project, low-grade recyclable materials
currently processed by the Saganoseki Smelter & Refinery
and intermediate products generated during the smelting
process will be used as inputs for recycling, thereby reducing
the smelting process burden to stabilize operations there,

This processing flow will also contribute to an improvement
in the quality of refined copper. Another important aspect of
the HMC project will be the use of recovered metals as raw
materials for the Group’s Electronic Materials business. As a
result, the HMC plant will play a key role in ensuring a stable
supply of raw materials at the Company Group's electronic
materials processing operations.

A further advantage of the HMC project will enable us
to recover a broad range of valuable metals besides base
metals. We have developed this unigue process by combina-
tion of our expertise on the pyro-metallurgicat and hydro-
metallurgical processes to achieve zero-emission,

The Recycling and Environmental Services business is
pasitioned as one of our strategic mainstays over the next
100 years with the HMC project. We will continue to pursue
longterm sales and income growth in the Recycling and
Environmental Services business, while contributing to
environmental sustainability.

The HMC process

Nikko Environmental Services Co., Ltd.
{pyro-metallurgical process)
1 Industrial wastes, etc. I I Recycled raw materiak ]
|

I Clean Z furnace |
!

|

Nippon Mining & Metals Co., Ltd. HMC Works
(hydro-metallurgical process)

Intermediate products Intermediate products
from the copper from the recyding
refining process furnace

L ]

I
rHydro-metaRurgical pro(ess]

| Copper recovery humace |
[
[ Anode furnace } { Hydro-metallurgical process 1
{
[ | 1 |
I Copper | iPrecious metalsl [Platjnum, etc_] Zinc J I Bismuth } | Tin J I Antimony |




What is the Key to Outstandlng Performance7

Positioning Titanium as a

Future Core Business

With properties that make it an ideal material for a wide array of applications, particularly
aerospace, the titanium business possesses major grawth potential. The Nippon Mining
Holdings Group has positioned titanium as one of its future core businesses, centered on
the operations of Toho Titanium Co., Ltd. The Company Group is aggressively working to
expand the titanium business and create Group synergies in this leading-edge field.

Demand for Titanium Grows Rapidly as
Applications Increase

Titanium has a diverse range of advantages it offers in terms
of perfarmance under severe conditions and in extreme envi-
ronments. Important properties of titanium include it being
(1) light—its specific gravity is two-thirds that of stainless
steel; (2) strong—its specific strength is roughly twice that of
steel and six times that of aluminum; {3) corrosion resis-
tant—its corrosion resistance is superior to that of stainless
steel; (4) non-toxic—it is safe around the human body, and
safe for people with metal allergies; and (5) environment-
friendly-—it has excellent recyclability.

At present, major applications for titanium metal include
aerospace {engine components, fuselage structural compo-
nents, rockets); chemical engineenng products; electrical
generation plants; civil engineering and construction; medi-
cal devices; automobiles (engine components, mufflers); and
sports and household products (golf clubs, knives, eye glass-
es, etc.). High-purity titanium dioxide is used in such applica-
tions as electronic materials and functional materials for IT
equipment and consumer electronics products. Titanium
compounds are even used as a polyolefin catalyst in the
manufacture of polypropylene, showing the extremely varied
range of fields in which titanium is used. In particular, Japa-
nese manufacturers—including the Nippon Mining Heldings

Characteristics and uses of titanium

Primary uses Light Strong | Rustproof Other
Aircraft [ ) [ ]
Chemical industry @
Shipbuilding @
Qceanic civil engineering ® o
Construction ® ®
Electricity ]
Automotive [ ] ®
Medical treatment [ ] [ ] ® Biocompatibility
Sporting goods [ @ L ] Stylish

Group-—enjoy a technological advantage in the area of high-
quality titanium used in sheets and aircraft engines.

In the past, demand for titanium tended 1o be highly cy-
clical, and was particularly affected by global econamic con-
ditions and demand trends in the aerospace industry-—-one
of the largest users of titanium. This was commonly referred
to as the “titaniumn cycle.” However, since 2004 demand for
titanium has grown rapidly. This growth can be attributed to
a confluence of factors, including (1) a recovery in demand
for aircraft following the downturn triggered by the Septem-
ber 11, 2001 terrorist attacks; {2) an expansion in the num-
ber of applications for which titanium is used; and {3) robust
economic growth in the BRIC countries, particularly China. In
particular, demand for titanium used in the manufacture of
commercial aircraft is growing at a faster rate than the his-
torical average. This can be attributed to growth of the glob-
al airline fleet as well as an increase in the average amount
of titanium used in the manufacture of each aircraft, espe-
cially the aircraft models that are experiencing the strongest
demand. Another driver of titanium demand growth in re-
cent years has been rising crude oil and other energy prices.
This has led to greater attention being focused on titanium's
advantages in terms of energy conservation and cost sav-
ings. We anticipate further growth in the use of titanium as
a means of achieving lighter bodies and components. In ad-
dition, the base of new industrial applications for titanium
is expanding, including demand from generat industry for
such uses as chemical plants. For these reasons, we expect
global demand for titanium to continue growing in the
foreseeable future.

Strengthen{né the Titanium Business and -
Creating Synergies

The Company Group's titanium business is mainly focused
on the operations of Teho Titanium, which became a consol-
idated subsidiary in the fiscal year ending March 31, 2009,
Possessing the advanced level of manufacturing technology
necessary to cater to the exacting quality standards of the
aerospace sector, Toho Titanium has built one of the leading
global brands in the titanium industry.

Currently, Toho Titanium is pursuing a strategy to
respond to increasing demand by expanding its production




Special Feature “

Titanium sponge

Red hat outer cylinder

capacity for two of its main products, titanium sponge and
titanium ingots*,

In the area of titanium sponge, Toho Titanium increased
the annual production capacity at its Chigasaki Plant (Kana-
gawa, Japan) from 15,000 tons to 16,000 tons during the
fiscal year ended March 31, 2008. Furthermore, in Novem-
ber 2007 the company began construction of the new
Wakamatsu Plant (Fukuoka, Japan), which is scheduled to
commence production in December 2009, This new plant
will include state-of-the-art facilities to realize high produc-
tivity and energy savings, while the optimized plant layout is
designed to maximize the efficiency of processing opera-
tions. Since the Wakamatsu Plant will be located near to the
newly opened Yahata Plant {Fukuoka, Japan), which produc-
es titanium ingots, it will be possible to efficiently ship the
titanium sponge produced by the Wakamatsu Plant to the
Yahata Plant to be used as the base material for titanium
ingots. The Wakamatsu Plant will initially have a titanium
sponge production capacity of 12,000 tons per year, but is
designed with scope for expansion to a capacity of 24,000
tons per year in the next step. There is also room at the Chi-
gasaki Plant for a further 6,000 tons per year expansion as
the further step. Through these measures, the company's
total annual titanium sponge production capacity will rise
from 16,000 tons in the fiscal year ended March 31, 2008
to 28,000 tons in the fiscal year ending March 31, 2010.

Furthermore, Toho Titanium plans on raising the combined
production capacity of the two plants to 40,000 tons per
year through its long-term expansion program.

In the area of titanium ingots, the Yahata Plant com-
menced commercial operations in April 2008, using one of
the world’s largest capacity electron beam (EB) smelting fur-
naces, with advanced energy- and resource-saving and fea-
tures, The capacity of the new Yahata Plant, combined with
the existing 9,000 tons capacity at the Chigasaki Plant and
Hitachi EB Plant (Ibaraki, Japan), gives a total titanium ingot
production capacity of 19,000 tons of per year. The new
plant also has scope for an additiona! capacity expansion
of 10,000 tons per year.

The Nippon Mining Holdings Group will strongly sup-
port the growth strategy being implemented by Toho Titani-
um, while also carrying out titanium resource development
centering on Toho Titanium and applying the Company
Group’s foil and alloy technologies to the titanium field.
Through these strategies to aggressively grow the titanium
business, we will position titanium as one of our future core
businesses.

* Titanium ingots are processed products made by the vacuum melting of

titanium sponge. Ingot is a preceding product in the manufacture of the
final wrought products.

Titanium sponge production capacity expansion plan
2008 : 2010 The next stage (planned)
16,000 t/year Consirutting 28,000 t/year Strengthening 40,000 t/year
5 X the Wakamatsu Plant i X the Wakamatsu Plant i X
Chigasaki Plant: 16,000 t/year e——— Chigasaki Plant: 16,000 t/Yeal |y Chigasaki Plant: 16,000 t/fyear
Woakamatsu Plant: 12,000 t/year Wakamatsu Plant: 24,000 t/year
Titanium ingot production capacity expansion plan
9,000 t/year 19,000 t/year 29,000 t/year
Chigasaki Plant . Chigasaki Plant . Chigasaki Plant
(VAR fumnace):  6.500 t/year ;‘:"\Sr"::::"% . (VAR furnace), 6,500 t/year ::"’;’,gz‘in'gg . (VAR furnace): 6,500 t/year
Hitachi Plant =ner e Hitachi Plant = Yanata Fan 5 | Hitachi Plant
(EB furnace): 2,500 t/year } (EB furnace): 2,500 tiyear (EB furnace): 2,500 t/year
Yahata Plant Yahata Plant
(EB furnace): 10,000 t/year (EB furnace): 20,000 t/yea
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(vear ended March 31, 2008)

Petroleum (Japan Energy Group)

Contribution to results Income before
special items
(Bilions of yen}
35.3% 140
¥67.8 bilkon
120
100
—
)
Net sales ¥3,193.9 billion 15.9% YOY )
Operating income  ¥62.5 billion {17.7%) YOY v 193 9 bl 20|
. R £l
Income before @ Netsaies ) Income betore special ftems T pd 05 o6 07 08
special items ¥67.8 billion (17.2%) YOY Years ended March 31

Income before
special items
{Billions of yen)

25.8%

~¥1,119.6 bilfion

¥1,119.6 billion 9.3% YOY
Operating income  ¥34.9 billion (33.3%) YOY

Incon'!e l?EfOI'E @ teet sales @ income befare special items o o4 o5 06 07 08
special items ¥113.4 billion (15.4%) YOY Years ended March 31

Net sales

¥113.4 billion

Other Operations (Independent Operating and Functional Support Companies)

Net sales ¥76.5 billion 16.5% YOY I Contribution to results I Income before I

. - special items
Operating income  ¥5.8 billion 70.8% YOY Gions of yend

Income before 1.8% 15
special items ¥11.3 billion 48.3% YOY / na
/‘
{

& :

!
5.9%

¥11.3 biltion

@ Net sales @ Income before special items G4 05 06 07 08
Years ended March 31

1. Other than the above, net sales decreased ¥50,6 billion, operating incomne decreased ¥0.0 billion, and income before spedial items decreased ¥0.5 billion of intersegment eliminations or
corporate. The parameters usad in the calculation of “Contribution 1o results” percentages are the respective consclidated totals, including intersegment eliminations and corporate.

*2, Ordinary income for the fiscal years ended March 31, 2005 and March 31, 2006 has been revised to reflect changes to segment dassifications from the fiscal year ended March 31, 2007.
iMetals segment income before special items for the fistal year ended March 3, 2004 is the cumulative total for the former metals-refated segments.




Petroluem (Japan Energy Group)

The Japan Energy Group primarily operates petroleum businesses
across a broad range of energy-related areas that cover upstream
through to downstream processes—from exploration and develop-
ment to the refining and marketing of products—which include
LPG, lubricants and petrochemical products. In response to struc-
turat changes in demand for petroleum in Japan and overseas, the
Japan Energy Group aims to further improve its business results and
strengthen its corporate organization. In supply-side operations, we
will rigorously strengthen cost competitiveness. In sales operations,
we will pursue price strategies and exporting strategies in response
to internationalization of markets. Meanwhile, in the petrochemi-
cal buisiness we will implement a range of measures, including the
creation of production and sales and marketing systems that will
enable us to respond even more flexibly to changes in the market.

Isac Magsushita
President and Representgiive Director
lapan Energyorporation

I Net sales

(Billions of yen)

4,000

3,000]

2,000

1,000

04

05 06 07 08

Years ended March 31

‘income before
special items
(Billions of yen)

140

120

05 ©6 907 08

Years ended March 31

Fiscal Year Business Results

In the fiscal year ended March 31, 2008, the Petroleum business recorded
a 15.9% year-on-year increase in net sales, to ¥3,193.9 billion, and 2 17.2%
year-on-year decrease in income before special items, to ¥67.8 billion.

Income before special items declined ¥14.1 billion year on year. However,
the effect of inventory valuation was up from ¥13.2 billion in the previous
fiscal year to ¥64.0 billion in the fiscal year under review. Excluding that
inventory valuation, the actual decrease in income before special items was
¥64.8 billion.

Upstream, sales prices improved due to higher crude oil prices. However,
gross sales declined due to periodic repair work undertaken by United Petro-
leum Development and NMC Pearl River Mouth Qil Development and natural
reductions in production. As a result, income before special items was down
¥2.2 billion, to ¥12.9 billion.

Midstream, margins deteriorated further because of higher energy costs
and an inability to pass on rising crude oil prices in sales prices. Consequently,
midstream operations recorded an ¥8.7 billion loss before special items,
compared with income before special items of ¥28.7 billion in the previous
fiscal year.

Downstream, margins deteriorated further because we were unable to
fully pass on hikes in naphtha prices. Moreover, due to rising energy costs
and a depreciation burden associated with a project to increase production
of aromatics at the

Kashima Oil Refin- || Income before special items
{upstream, midstream and downstream}
ery, downstream @llions of yer) - - T

operations posted
a loss before spe-
cial items of ¥0.3
billion, compared
with income be-
fore special itermns
of ¥24.9 billion in
the previous fiscal
year.

100
75
TSt
5
0

2007 2008
Years endad March 31
Bl ipstream (Petraleurn explaration and development)
I Midstrearn (Refining and marketing) 8 Downstreamn (Petrochemicals)
Eirwentony valuation
* Income before special items excluding inventary valuation




Petroleum m [ Midstream } [Downs:ream]I

Petroleum Exploration
and Development

NMC Pearl River Mouth Oil
Developrnent Co., Ltd. (China)

Abu Bhabi Qil Co., Ltd. (UAE)

Overview

Steady crude oil production and operations in respective regions
Petroleurn exploration and development operations center on Japan Energy Development
Co., Ltd. In Japan, that company's Nakajo Qil and Gas Field (Niigata Prefecture) continues
to produce natural gas, crude oil, iodine and other products steadily. Overseas, we join
with other companies in the industry for crude oif production projects in the Middle East,
China, Southeast Asia and Oceania, and production and operations continued steadily in
those regions. [n 2007, praduction by facilities in which we held interests was the equiva-
lent of approximately 16,000 barrels of crude oil per day.

Basic Strategy

Aiming to maintain and increase current production . b7 TR e
. S S TN
interests I -4 7
Given the likelihood that continuing high crude ol prices will enable |, ft—" t . /V;»-/ T ya
upstream petroleum divisions to maintain current earnings levels, for - £ ! -

4 ’
the time being we will maintain the size of production interests, r[,\’ s /\
mainly by investing in existing projects and related peripheral proj- :3\ - £ ﬁﬁ:{;hfeb;g‘:um < j’
ects. In the long term, we aim to increase the size of production =T Development :
interests by tackling large-scale projects, including natural gas proj-
ects in Japan. '

As part of that strategy, we acquired a 20% interest in an
offshore oiifield in Malaysia, Block PM308A, and conduded a pro-
duction-sharing contract with PETRONAS in April 2008.

. NMC Pearl River Mouth Qil
" . ; Development
&7
Nk~ hem Highlands
A pTSout erm Highla

\\' Petroleum

e Development

D N )

Principal overseas project

Project {company) name Date established Location A?;Fé?cgﬁggy Ownership
Southern Highlands Petroleum Co., Ltd. Oct. 1990 Papua New Guinea onshore 23.6% 80.0%
NMC Pearl River Mouth Qil Development Co., Ltd.| Dec. 1985 Offshore, Pearl River Delta, China 15.0% 100.0%
Abu Dhabi Ol Co., Ltd. Jan. 1968 Offshore, Abu Dhabi 100.0% 31.5%
United Petroleum Development Co., Lid. Nov. 1970 Offshore, Abu Dhabi/Qatar border 97.0% 35.0%




Refining

Mizushima Ol Reﬁnery Kashima Oil Refinery (Kashima Qi Co., Ltd.}

[Okayama Prefecture] [\baraki Prefecture]
Overview I;‘ﬁi&diical crude distillation unft {toppery ~ HK‘I
Increase in capacity of Mizushima Oil Refinery and wtilization rate . . _

Kashima Oil Refinery (%)

Our three refineries, Mizushima Oil Refinery, Chita Oil Refinery %
and Kashima Oil Refinery, continue highly efficient operations /\\19.5
that give first priority to safety and environmental protection. %0 .
At the Mizushima Oil Refinery, in April 2007 we completed /'// /\
expansion of a heavy oil cracking unit to process heavier oil and =
respond to a decrease in the production ratio of heavy fuel oil. L—/ \_32.'9
We began cperations of the expanded facilities, which increased
production capacity from 26,000 barrels per day to 30,000 80
barrels per day. Furthermore, at the Kashima Oil Refinery we
completed construction of desulphurization equipment, with a 75
preduction capacity of 27,000 barrels per day, for removing =
sulphur content from middle distillates produced by the conden-
. . . 00 01 02 03 04 0% 06 07 08
sate splitter. Operations began in January 2008, Years ended March 31

=o=[apan Energy Group =o=All Japan Average
. Sources: Petrofeurn Assodiation of Japan and Company data
Basic Strategy

Increasing the competitiveness of oil refineries by reducing refining costs
In lapan, overall demand for petroleum products will likely weaken due to lower industrial
use of heavy fue! il and lower consumption of automotive fuel oil resulting from the
growing popularity of energy-efficient vehicles. Also, we expect the demand structure of
petroleum products to become lighter. Furthermore, environmental safety requlations are
likely to become stricter and refining cost will increase due to hikes in crude oil prices.

In response to these increasingly tough business conditions, we will capitalize on existing
heavy cil cracking units and consider expansion of these units and construction of new units to
reduce crude oil acquisition costs, thereby increasing the competitiveness of our oil refineries.

Also, we are progressing wide-ranging tie-up with Nippon Qil Corporation. We aim to
improve refining efficiency and are also investigating cooperation in non-refinery fields,
specifically upstream, distribution, fuel cells and technological development areas.

Regarding the strengthening of collaboration with idemitsu Kosan Co., Ltd., in the
Chukyo region, we will hold detailed discussions about barter trades in petroleum prod-
ucts and components, Furthermore, we will hold explorative discus-
sions with /demitsu Kosan on the possibility of other projects that

could improve mutual competitiveness. — Mizushima Qil Refinery e
refining capadty: 205,200 bbliday .

ashima Oil Refinery
{Kashima 0il Co., Ltd.}
reflning capacity:
270,000 bo¥ day
(rcluding Condensate

- ;
¥ frocessing Capadty:
D ‘/t'l‘! 0,000 bbyday)
i Chita Gil Refinery

{Main products: petrochemicals)




Marketing

Overview

Development of competitive service stations

In retails sales, we provide products and services that satisfy
customers across Japan through 3,555 1OMO service stations
as of March 31, 2008, Viewing our JOMO service stations as
one-stop centers for automotive products and services, we are
advancing a range of initiatives to heighten their cost competi-
tiveness and marketing capabilities.

Aiming to achieve unsurpassed customer satisfaction by
offering value unigue to JOMO service stations, we are devel-
oping highly profitable and competitive service stations that
earn customer endorsement, Our Value Style and Vatue 5
service station projects are driving those efforts,

Further, we had a network of 667 self-service stations as of
March 31, 2008.

Also, we have issued approximately 1.1 million JOMO Card
Plus and JOMO Card Light cards, which provide customers with
discounts on automative products and services,

In October 2007, we increased our lineup of environment-
friendly lubricants that help protect the environment by mar-
keting IOMO Hydlux HP-EP, a power-saving hydraulic actuation
oil that, as a flammable liguid, is compliant with the revised
Fire Service Law.

Basic Strategy

Advancing subsidiary integration, building a
more-efficient marketing system

In retail sales, we will strengthen the competitiveness of JOMO
service stations in conjunction with scil purification measures
to encourage further customer confidence, trust and regard.
Also, we will step up our marketing power and cost competi-
tiveness by merging 13 petroleum product sales subsidiaries
and a subsidiary that administers them to establish a new
company in July 2008,

In LPG, we will hold discussions with Itochu Corporation,
Itochu Enex Co., Ltd., Osaka Gas Co., Ltd. and Nissho Petro-
leum Gas Corp. on the possibility of reorganization and merger
toward the establishment of a comprehensively competitive
operating group potentially covering all LPG operations, from
each company's overseas procurement through to retail.

In {ubricants, we will continue to increase sales of high-value-added products with

advanced functionality.

Value Style

Self-service station

I Ratic of JOMO self-service stations (55) ’ ‘ll
Number of S;(;uusauds) Self 55 ratio (%)
&0 30

f

20,

03

As of March 31
W 55 total {lapan) feft) -e=Seff S5 ratio*? (Company total) {right)
== Self S5 ratio (lapan) {right}
*1, Natiomwide number of setf S5 at the end of December, 2007
*2. Japan Energy owned + independent (Distributor and retaiter) Seif SS

Sowross; Ministry of Economy, Trade and Industry, The Ol information Center and Company data

|
!
S

Ratio of Company-owned service stations {55)

N - D e -

Number of 5§ Company-owned SS*! ratio (%)
500 k1]

.

_— I
06 £l
306061 —1 e N et 30
00061 | il
o

1

K 28
0 01 02 03 04 05
As of March 31

Wl Company-owned S5*' [ Company S5 total*? =a- Company-owned 55 ratio
*1. Japan Energy-aowned 558

*2. Japan Energy-owned + Independent (Distributor and retailer) 55

Source: Company data




{ Upstreom |
Petrochemicals

Petrochemical production facility
{Kashima Od Refinery)
[ibaraki Prefecture]

Overview

Aromatics production project begins sales

In the area of basic chemical products, we produce and market a range of
aromatic products, including paraxylene {PX), cyclohexane and BTX {benzene,
toluene and xylene), which are used as basic component materials for synthetic
fibers, synthetic resins and other products. Also, we produce narmal paraffin, a
raw material for surface-active agents, etc., as well as propylene, a material for
making polypropylene resins, etc., with an integrated system of production
starting from crude oil refining.

In aromatic products, we completed construction of new petrochemical
production facilities at the Kashima Qil Refinery and began commercial opera-
tions in January 2008, The system we have established can produce 1.02 million
tons of PX and 520,000 tons of benzene per year.

In speciaity chemical products, we increased sales of environment-friendly
industrial deaners and assessed the possibility of establishing cormmercial opera-
tions for latent heat storage materials, which contribute to reducing greenhouse
gases.

Basic Strategy

Becoming one of Asia’s leading aromatics suppliers

In lanuary 2008, we began commercial operations at the Kashima Qil Refinery's
petrochemical production facilities. As one of the leading suppliers of aromatic
products in Asia, we will promote flexible production and marketing corre-
sponding to the changes in the raw materials and product markets while mak-
ing use of our advantage with various raw-material sources, such as crude il,
naphtha and gas condensate. We will also work to expand sates of such spe-
cialty chemical products as environment-friendly industrial cleaners and latent
heat storage materials.

Petrochemical production facilities
(Chita Oil Refinery) [Aichi Prefecture]

Paraxylene price in “‘-I
Asian market !

{#1ons}

1,200 1,120
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=o~Naphtha price (MOPI}
Source: Company data

Production capacity for
petrochemical products
As of March 31, 2008

(Tens of thousands of tons/year)

Products Production capacity
Paraxylene 102
Cydohexane 52
Cyclohexane 22
Toluene 21
Propylene 9
Normal paraffin 125




| Metals (Nippon Mining & Metals Gro)
The Nippon Mining & Metals Group is an integrated producer
engaged in non-ferrous metals business, principally copper,
under a tripolar format encompassing upstream (resource
development), midstream (copper smelting and refining) and
downstream (electronic materials, recycling and environmental
services operations). For further expansion of our businesses,
we are aggressively working to integrate copper resource
development and smelting and refining operations, as well

as to strengthen our capability in recycling and environmental
services through the HMC project, and increasing profitability
by expanding the sales of electronic materials. We are globally

pursuing fully sustainable growth strategies in each business
field. '

Masanori Okada
President and Representative Directar
Nippon Mining & Metals Co., Ltd.

Fiscal Year Business Results

et sales 1 In the fiscal year ended March 31, 2008, the Metals business recorded a 9.3%
I‘L _ ;I year-on-year increase in net sales, to ¥1,119.6 billion, and a 15.4% year-on-
@illions of yen) year decline in income hefore special items, to ¥113.4 billion. The decrease in
1,500 earnings was partly because of a ¥5.3 billion year-on-year rise in the negative

effect of inventory valuation, which stemmed from a further drop in prices
for Indium, a raw material of sputtering targets for flat panel displays (FPDs).

Upstream, although earnings increased due to higher metals prices,

T higher development costs for the Casercnes Copper Deposit Development
Project and lower output at the Los Pelambres Mine led to a ¥4.2 billion year-
on-year decrease in income before special items, to ¥57.3 billion.

Midstream, income before special items was down ¥13.1 billion year on
e year, to ¥42.6 billion, because deterioration in procurement conditions for
copper concentrates offset a year-on-year increase in product prices on
higher copper prices.

Downstream, the metal manufacturing business saw a decrease in earn-
_ ings due to lower sales of special steel products. However, excluding the

b5 % o8 effect of indium inventory valuation, the earnings of the electronic materials
business increased slightly. In recycling and environmental services, prices and
volumes increased. As a result, income before special items was up ¥1.9
billion year on year, to ¥28.7 billion.

11136
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income before
special iterns .
ibons of yen ncome before special items )
14 {upstream, midstream and downstream)
[Billions af yen)
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I Downstream (Electronic matenials, metals manufacturing and
recycling and environmental senices) Climventory valuation
* Income before special itemns excluding inventory valuation
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m QU [ Midstream ] | Downstream |

Resource
Development

M

R _ .
Los Pelambres Mine [Chile) Caserones Copper Deposit [Chile]

Overview I World copper concentrates supply and demand ﬁI
High earnings continue on metal price hikes .

We participate in promising overseas resource development
projects principally in Chile, from their initial stages.

The Los Pelambres Mine, the Collahuasi Mine and the
Escondida Mine in Chile continue to operate steadily and
generate high earnings due to high metal prices.

Pan Pacific Copper Co., Ltd. (PPC) acquired an interest
to the Caserones Copper Deposit in July 2006 and is now
conducting a pre-feasibility study on the deposit with a view
to mine development and construction of a hydrometallurgi-
cal smelter. In that project, the Nippon Mining & Metals
Group will utilize the $X / EW process as it aims to build its
first overseas integrated production system covering mining
through to refined copper production. _ W - ;

Further, PPC acquired an interest to the Quechua Copper oo o0 ]
Deposit from Mitsui Mining & Smelting Co., Ltd., in March :_:::d :muﬂ I=IWorld demand 0eft) <S-Supply and demand talance (righ)
2008.

{Thousands of tons) Supply and demand balance (Thousands of tons)
20,000

15,000

10,000

I i sttt b ey e o s g

Basic Strategy

Furthering mine development projects mainly in South America

In addition to investing in and financing promising mines to secure stable procurement

of copper concentrates with a significant return on investment, we will advance mine
development projects, mainly in South America. As part of these initiatives, we will
conduct a festability study for commercial production in the Caserones Copper Deposit in
Chili and the Quechua Copper Deposit in Peru. The commencement of production at
these two copper deposit development projects will lift PPC's ratio of equity based entitle-
ment volume from less than 20% at present to approximately 50%.

Nippon Mining & Metals mine investments

2007
Mine Location Investment ratio | copper concentrates sales
{amount of copper)
Escondida Mine Chile 2.0% 1,230 thousand tons
Los Pelanbres Mine Chile 15.0% 300 thousand tons

Collzhuasi Mine Chile 3.6% 396 thousand tons
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m [ Upstreamn } m [ Downstream |
| Copper Smelting and
| Refining

] Saganoseii Smelter & Refinery (Nikko Smeltingd  Tamano Smelter (Hibi Kyodo Smelt-
Refining Co., Ltd.} [Oita Prafecturs] ing Co., Ltd.) [Okayama Prefecture]

Overview 2nd in the world (1st in Asia) copper cathode production capacity
Operations continue steadily at production
bases Pan Pacific Copper Co., Ltd. (PPC)
Copper smelting and refining operations are being 610,000 tons Japan)
steadily conducted at the Saganoseki Smelter & 450,000 saganoseki smeltera. 160,000 o
Refinery in Qita Prefecture of Nikko Smelting & tons  Refinery, Hitachi Works  tons ™
Refining Co., Ltd., the Tamano Smelter in Okayama A 2
S . . 65% ﬁ ﬁ\‘um&
Prefecture of Hibi Kyodo Smelting Co., Ltd., which
are under the umbrella of PPC, and LS-Nikko Copper LS-Nikke Copper Inc.
Inc., of South Korea. . 39.9%| 510,000 tons (Korea} | ¢ oy | psigui Mining 2
: Nippon | % : ning
The Tamano Smelter has introduced the waxless  |uining & Metals| > & | smetting
permanent cathode method, which had been em- 3;3\'223 tons Co. Ltd.
ployed by the Saganoseki Smelter & Refinery and the M

Hitachi Works of Nikko Smelting & Refining Co., Ltd., 1. apral panicipation by prc

to supply high quality refined copper. Also, the "2 % mears percentage of drect and ndrect capial pasteipation

Tamano Smelter made an investment to its shipment

berth to accommodate large size vessels for shipment of sulfuric acid.
Changzhou Jinyuan Copper Co., Ltd., of China, a copper wire rod manufac-

turer, continues to operate steadily, supported by surging demand within China.

Basic Strategy

Aiming to create a world-class alliance of copper producers in terms of
quality and volume

Although we expect challenging conditions will continue, with reduction in the
treatment and refining charges caused by tight supply and high demand for
copper concentrates and lowering copper concentrate grades, we will work to
improve procurement conditions for copper concentrates through negotiations.
We will strengthen the competitiveness of the smelters and refineries under
the umbrella of PPC's integrated operating system. Also, we will forge the
world leading alliance of copper producers in terms of quality and volume

in collaboration with LS-Nikko Copper.

Ranking of world’s leading producers of refined copper (Thousands of tons)
Company Production volume per annum
1. Codelco 1,642
2. PPC / LS-Nikko Copper 1,265*
3. Freeport 1,109
4. Xstrata 837
S. Norddeutsche Affinarie 572

Source: Brook Hunt Copper Metal Service 1Q 2008 (* Total for PPC and LS-Nikko Copper published data)




| Upstream |
Recycling and

" Environmental

- Services
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Clean Z furnace (Nikko Environmental  Gasification mehting furnace {Nikko Mikkaichi
Sanvices Co,, Ltd,) [Ibaraki Prefecture] Recyde Co., Ltd.) [Toyama Prefecture]

Overview

Technological expertise accumulated over many years advances recycling
and environmental services

Underpinned by technology and practical experience garnered over many years of operat-
ing mines, smelters and refineries, recycling and environmental services consist of recy-
cling businesses, which recover copper, precious metals and other valuable metals from
recycling raw materials, and environmenta! services, which detoxify industrial wastes and
recover valuable metals,

Centered on the recycling and environmental services division of the Nippon Mining &
Metals Group, Nikko Environmental Services Co., Ltd., in Ibaraki Prefecture, and other
related companies are building a nationwide network, and all related business are operat-
ing steadily.

Basic Strategy

Strengthening the foundations of recycling and environmental services
In order to strengthen the foundations of recycling and environmental services, we are
moving forward with the Hitachi Metal Recycling Complex (HMC) project in Hitachi City,
Ibaraki Prefecture, which efficiently processes recycled raw materials, mainly from the
Tokyo metropolitan area, and recovers precious metals, as well as rare metals and plati-
num-group metals. Furthermore, we have undertaken overseas projects including estab-
lishment of Materials Service Complex Malaysia Sdn. Bhd. and reorganization of Nikko
Metals Taiwan Co., Lid., to build a system to collect scraps containing precious metals.

Network of the recycling and environmental services business

Nikko Shoji Co., Ltd./ (Ibaraki Prefecture)
Kyushu Branch Office / : [
{Fukuoka Prefecture)

p -
jgﬂzxxy\,

i Nippon Mining & Metals Head Office {Tokyo)
jr Nikko Shoji Co., Ltd.
Head Office, Tokyo Recycle Techno Center {Tokya)

P e

. [
L - .

* f r - Maruwn Corporation
Higashi-ogijima Logistic Center (Kanagawa Prefecture}

Nikka Shoji Co., Ltd. / Osaka Regional Office (Osaka Prefecture)

Nikko Smelting & Refining Co., Ltd. / Saganoseki Smelter & Refinery {Qita Prefecture)

Tomakomai Chemical Co., Ltd. {Hokkaido) \ //'
e
¢ 77 i
/’r "y
Nikko Mikkaichi Recycle Co., Ltd. {Toyama Prefecture) Wi *: Operation plants
\
Nikko Tsuruga Recycle Co., Ltd. (Fukui Prefecture} . i ° B,,:‘f:,i'j’c'::::,?ﬁ;g”" o -
Nikko Shoji Co., Ltd. / Amagasaki Center ~/
{Hyogo Prefecture) P { H
Ly B
(l ¢ Nikko Environmental Services Co., Ltd.




Sputtering targets for LSIs

Overview

Operational Integration of Electronic Materials and Metal Manufacturing
Electronic Materials operations’ lineups command substantial shares of markets world-
wide thanks to technological expertise including high purification, high-density sintering,
surface treatment, precision rolling and processing and athers. Aiming to rigorously
pursue synergies, in April 2008 we merged the Electronic Materials and the Metal Manu-
facturing businesses, which target many of the same markets.

tn the thin film forming materials operations, observing demand trends, we are
continually increasing production capacity, mainly at the Ischara Works in Ibaraki Prefec-
ture, for sputtering targets for LSIs, FPDs, magnetic recording media used for hard disc
drives and others.

In Metal Manufacturing operations, the Kurami Works in Kanagawa Prefecture
continues steady production of such precision-rolling products as rolled copper foil.
Furthermore, we are increasing surface treatment lines of the Hitachi Works in Ibarakt
Prefecture of Nikko Fuji Electronics Co., Lid.

Overseas, we started up operation at Materials Service Complex Malaysia, in October
2007. Also, in April 2008 we merged and reorganized Group companies in Tafwan to
newly establish Nippon Mining & Metals Taiwan, which is undertaking wide-ranging
operations that cover marketing of electronic materials through to collection of materials
for recycling.

Basic Strategy

Aiming to increase business lines by strengthening operational
foundations

In the copper foil and thin film materials businesses, we will further raise the earning
power of existing products and increase business lines through early launch of new
operations. In operations for electro-deposited copper foil and sputtering targets for LSIs,
we will work to increase profitability by increasing the ratio of highly-functional products
and reducing costs. In addition, we will expand sales and increase profit on sputtering
targets for FPDs, by differentiated quality and improvement of production efficiency. Also,
we will undertake full-fledged marketing of MAQUINAS®, a dual-layer CCL material used
for film substrates for semiconductors packaging, known as chip-on-film.

In the metal manufacturing business, we will further strengthen our earnings plat-
form by expanding our business field through releasing new alloys designed for the
automotive market, in addition to existing high-value-added products. We will expand
production capacity of the Kurami Works through investment in accordance with the
direction of the market and improvement of production efficiency. At Nippon Mining &
Metals (Suzhou) Co., Ltd., of China, we have started surface processing operations and
will increase the company's earning power by expanding its operational scope through
the construction of an integrated operating system that incorporates rolling, surface
treatment and press processing. In the precision fablicated products business field, we
will install more equipment at the plants of Nikko Fuji Electronics Co., Ltd., mainly for
automotive products.

Treated rolled copper foil

Portfolio of products with
high global market shares

Main products.

Treated rolled
copper foil

Electro-deposited
copper foil

Sputtering targets
for LSIs

Sputtering targets
for FPDs

Sputtering targets
for magnetic
recording media

Phosphor bronze

Corson alloys
{C7025)

Titanium copper
alloys

* Share in Asia

Globa) market
share



Other Operations (Independent Operating and Functional Support Companies)

In addition to companies whose core business relates to petroleum and metals,
the Group includes independent operating companies engaged in such business-
es as titanium production, electric wire and cable manufacture and land trans-
port. Functional support companies provide services to meet the common
administrative needs of companies throughout the Group.

Income before
special items
(Billions of yen}

15

1.3

16

04 05 06 07

08

Years ended March 31

Each independent operating company works to enhance its corporate value by bolstering
its business base and improving profitability. Nippon Mining Holdings supports the man-
agement strategy of each company.

Toho Titanium Co., Ltd. (titanium business; listed on the first section of the Tokyo
Stock Exchange) is an integrated titanium manufacturer with an extensive product line-
up, including titanium metals, catalysts and electronic materials. From January 31 to Feb-
ruary 28, 2008, Nippon Mining Holdings made a tender offer for the shares of Toho
Titanium with the principal aim of acquiring the shares of Toho Titanium hefd by Mitsui &
Co., ltd. Following the tender offer, as of March 31, 2008 the Group held 42.7% of the
voting rights of Toho Titanium. A majority of the directors of Toho Titanium appointed at
that company's annual general meeting of shareholders in June 2008 are from Nippon
Mining Holdings Group. As a result, Toho Titanium became a consolidated subsidiary of
Nippon Mining Holdings from the fiscal year ending March 31, 2009.

In January 2007, a three company joint venture agreement between Nippon Mining
Holdings, Inc., Toho Titanium Co., Ltd. and Chisso Corporation established Japan Solar
Silicon Co., Ltd., which has progressed research into the commercialization of technology
for the production of polysilicon for photovoltaic power generation by a zinc-reduction
method. Based on the results of Japan Solar Silicon’s research, in May 2008 the three
companies, upon the creation of an new joint venture company, agreed to invest a total
of ¥24 billion to construct a facility for mass production of polycrystalline silicon within
the Kashima industrial complex in ibaraki Prefecture.

Tatsuta Electric Wire & Cable Co., Ltd. (wire and cable business; listed on the first sec-
tion of the Tokyo Stock Exchange and first section of the Osaka Securities Exchange) is
an integrated electric wire manufacturer that is also active in the optical and electronic
components markets,

Maruwn Corporation (land transportation business; listed on the first section of the To-
kyo Stock Exchange) is a comprehensive logistics company that focuses on providing safe
logistics and transportation operations while striving to enhance its transportation services.

In April 2008, the Group transferred 60% of the issued and outstanding shares of

Central Computer Services Co., Ltd. (information service business) to NTT Data Corporation.

The purpose of this transaction is to utilize the advanced project management know-how
of NTT Data to help strengthen the Group's competitiveness through the strategic use of
IT. Simultaneously, Nippon Mining IT Co., Ltd. was established to handle the Company
Group’s MT-related standards and management functions.

The common administrative tasks of the Company Group, such as financing, adminis-
trative senvices, environmental management, research and consulting, and materials pro-
curement, are efficiently conducted by a range of functional support companies, such as
Nippon Mining Finance Ca., Ltd.




Research and Development Activities
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The Nippon Mining Haoldings Group deals with natural resources, materials
and energy. Reflecting this, the Company Group's vision for its technology and
development is to contribute to the sustainability of the earth’s resources, ener-
gy and materials and to the sustainable growth of the Company Group through
increased competitiveness. Each company in the Company Group is striving to
strengthen its technological and development capabilities to achieve this vision.
In order for the Company Group to continue to grow in an environment char-
acterized by increasingly fierce competition and to develop innovative technolo-
gy, we must strengthen and enhance technology of each company in the
Company Group and development foundations. In addition to aggressively push-
ing forward the technological development capabilities of individual companies,
we must also actively maintain a Groupwide foundation for technological R&D.
Moreover, we must not only pursue developments in the fields where we are
already active but also strengthen our technological and business development
capabhilities to open up areas that will enable us to achieve sustainable growth
and development in the future. This includes fields with close links to and offer-
ing substantial synergies with our current operations, such as distributed energy,
environmental conservation and recycling, and automotive related.

Petroleum Business

The Japan Energy Group’s major areas of business are energy and the environment, and
the Company Group is conducting R&D and developing new business opportunities in
the fields of petroleum refining technology and petroleum and petrochemical products.

In the area of petroleurn refining technolegy, the Company Group is carrying out R&D
to rationalize and increase efficiency and innovation in the refining process, innovate in-
facility maintenance and monitoring technologies and heighten efficiency in production
processes for petrochemical base materials and lubricants.

In the area of product development, the Company Group is conducting R&D for
quality design and production technology for fuels with a low impact on the environ-
ment. This includes research into ethyl tertiary-butyl ether as a bicethanol gasoline
additive. Elsewhere, the Mizushima Refinery is testing technology to reprocess cracked
oil from waste plastic.

The Company Group is also creating new business opportunities through its R&D into
clean energy, such as fuel cells and hydrogen energy, and into environment-related tech-
nologies. It is participating in the Japanese government-sponsored testing of stationary
fuel cells toward the commercialization of home-use fuel cell systerns modified for use
with liquified petroleum gas (LPG). It is also pushing forward with R&D for the develop-
ment and commercialization of fuel cell technology. Furthermore, from July 2007, at
Funabashi City in Chiba Prefecture, it began managerment of a portable hydrogen station
for fuel cell vehicles,

For fuel cell systems modified for use with kerosene, the Company Group is develop-
ing 2 new method of desulfurizing kerosene through a low-temperature system, a re-
forming catalyst and a high-efficiency reformer to manufacture hydrogen from kerosene.
Moreover, it is developing technology to store, transport and supply hydrogen using
organic hydride and membrane separation technology for hydrogen enrichment and is
conducting research into methods of utilizing a dispersant for oil spills and a biosurfac-
tant-based technology with oil-cleansing properties for cleaning oil-contaminated soil.
This technology uses a surface active agent derived from microorganisms and is therefore
highly biodegradable and environmentally friendly.

The Cempany Group is working to increase revenues in its development businesses
that are now entering their growth phase, such as cell culture related products.




Research and Development Activities

Metals Business

The Nippon Mining & Metals Group is realizing its corporate philosophy—"Innovation

in the productivity of resources and materials"—through our broad range of technical
development activities encompassing mining to electronic materials, in order to contribute
to the efficient utilizaton of natural resources, and help lower the environmental burden,
including the prevention of globa! warning.

In our resource development and copper smelting and refining businesses, the
Company Group are progressing research toward the practical application of our hydro-
metaliurgical refining process, based on our original method, the Nikko Chloride Process.
Further, BioSigma S.A., a joint venture company established with the Chilean national
copper company, Cedelco, is continuing its research into bigmining using microargan-
isms. It is coordinating its R&D with Technology Development Group of Nippon Mining &
Metals on practical application of biotechnology to mining. In addition, they are collabo-
rating on developing bioleaching technology for heap and dump leaching of low-grade
primary sulphide copper ores.

In January 2008, BioSigma S.A. signed an agreement for joint research with the Insti-
tute for Advanced Biosciences at Keio University to strengthen and expand the scope of
its biotechnology R&D, for early practical use of the technology.

tn our enviranment and recycling services business, the Company Group is conducting
R&D into various areas, induding the recovery of valuable rescurces from recycled materi-
als, such as waste office appliances, and the recavery of valuable metals other than cop-
per and platinurn metals from the copper smelting and refining process.

Founded on our purification and metal structure and orientation control technologies,
our electronic materials business is pushing forward with developments for highly func-
tional surface treatment agents for use in top-end applications, rolled copper alloy foil
which is used as wiring materials on printed wiring boards, and electro-deposited copper
foil applied on fine pitch printed circuit boards.

The Company Group is working to develop products and technelogies indispensable
to the next-generation electronic devices. Our R&D activities include developments of
various sputtering targets for the next-generation semiconductors and for perpendicular
magnetic recording media realizing high recording density. Also, our expertise on single
crystal technology helps us develop compound semiconductor materials.

Furthermore, using microstructure control technology, rolling process technology that
we have uniquely developed and evaluation technologies tailored to each customer
needs, the Company Group is continuing to develop highly functional copper alloys with
high mechanical strength, excellent bend-formability and high electrical conductivity.
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Koichi Seno
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1. BASIC POLICY

To enhance enterprise value based on efficient management
throughout the Nippon Mining Holdings Group, and ensure the
optimal allocation of management resources, Company Group
management is structured around basic management agree-
ments between Nippon Mining Holdings (the Company), as a
pure holding company, and its core operating companies while
the Company Group respects the operating autonomy of each
Group company. The Company's basic policy with regard to cor-
porate gavernance is to maintain effective control over Group
operations and ensure management transparency essentially by
keeping operations separate from Group management through
the holding-company system.

In line with this basic policy, the Company ensures due re-
spect for all its stakeholders—shareholders, empioyees, business
partners and local communities—by managing its affairs with
propriety and efficiency through enhanced management struc-
tures and internal control systems. By ensuring harmonious
relationships with stakeholders, the Company Group continues
to increase corporate value and ensure sound corporate
management.

2. CORPORATE GOVERNANCE SYSTEM AND ACTIVITIES

(1) Organizational structure of the Company and method
of executing business operations
The Company Group's corporate governance system is as shown
in the chart on page 44 of this report, The Company has adopt-
ed a holding-company structure. All important management de-
cisions on behalf of Group companies within the Company
Group are made by units such as the Board of Directors and the
Executive Committee to maximize the benefits for the Company
Group as a whole. The Board of Directors and the Executive
Committee met 18 and 26 times, respectively, during the fiscal
year ended March 31, 2008. The Chairman of the Company
chairs the Board of Directors,

A majority of directors are full-time directors of the Compa-
ny as a rule and manage and supervise Group operations, inde-
pendent of each business operation. At the same time, some of
the Company's corporate auditors also serve as corporate audi-
tors of core business companies to secure the effectiveness of
auditing in the Company Group as a whole. Each president re-
sponsible for operations of each core business company reports
to the Board of Directors and the Executive Committee on cor-
porate governance performance in each core business.

At the 6th annual general meeting of shareholders held on
June 26, 2008, the number of outside directors appointed was
increased from one to two. This change aims to strengthen the
supervision of performance of duties by directors, and encour-
age greater transparency and objectivity in the decision-making
of the Board of Directors. Like other directors, these outside
directors attend meetings of the Board of Directors whenever

possible, and are tasked with monitoring executive decision-
making and performance of duties by directors.

We have not appointed full-time support staff for the out-
side directors, but instead support the outside directors by im-
mediately reporting findings, when necessary, to them through
the Secretariat, General Administration & Public Relations Group.
Since outside director is not a full-time post, the outside direc-
tors may not be able to spare the time necessary for gathering
information. In light of this, information regarding mettings of
the Board of Directors is distributed to the outside directors in
advance, and prior briefings are organized for the outside
directors when they deem such a measure necessary.

(2) Audit system

There are two full-time corporate auditors. To further reinforce
the audit system, at the 6th annual general meeting of share-
holders held on June 26, 2008, a change was made to the Com-
pany’s Articles of Incorporation enabling the maximum number
of corporate auditors appointed to be increased from four to
five. Furthermore, the number of outside corporate auditors ap-
pointed was increased from two to three. The corporate auditors
make up the Board of Auditors and monitor the conduct of op-
erations by directors through steps such as attending meetings
of the Board of Directors. The corporate auditors also work in
close cooperation with the Independent Auditors (audit firm),
the Company’s Audit Division (internal auditing unit) and corpo-
rate auditors at subsidiaries. They use the audits conducted by
the Independent Auditors to enable them to conduct their own
audits efficiently. Specifically, the corporate auditors and Inde-
pendent Auditors hold meetings to exchange information as re-
quired. In addition, liaison meetings are convened regularly with
the Audit Division, conventionally three times a year, in which re-
ports are presented on the audit system, audit plans, and prog-
ress and results of audits, and the views of the various parties
are exchanged. The corporate auditors and the Audit Division
also receive information from the Independent Auditors at these
meetings in which opinions are exchanged regarding the results
of audits.

As outside corporate auditors perform the same auditing ac-
tivities as the other corporate auditors based on the division of
operations outlined in the Audit Plan, the same level of support
is provided to both groups of comporate auditars.

Outside corporate auditors are part-time and so are unable
to spend a large amount of time on auditing and information
gathering. Therefore, the results of each individuat audit are re-
ported and discussed during the regular liaison meetings aimed
at poaling auditing information and expertise. Both full-time and
part-time outside corporate auditors attend nearty all meetings
of the Board of Directors in the fiscal year ended March
31,2008.



The Company’s internal audit unit is its Audit Division, which
is staffed principally by full-time personnel. Based on the Audit
Plan, the Audit Division conducts a program of audits each year
covering the main Group companies and their business premises.
The results are then reported to the representative directors and
feedback on all items highlighted is provided to senior manage-
ment of concerned sections and companies.

This corporate governance system including outside directors
and outside corporate auditors ensures the Company and Group
companies possess adequate monitoring capabilities.

(3) Compensation for directors and corporate auditors
The Company's compensation for directors comprises three
elements—fixed-amount compensation, bonuses based on

Group Management Nippon Mining Holdings

General Meeting of Shareholders

I Independent Auditors (Audit firm) I»»)»»» Board of

Auditing Majority of directors; full-time Auditing
Two cutside directors

«««««« Corporate Auditors/

Board of Auditars
(Fhree of five auditors; outside)
I
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.
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I Corporate Audit Office
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nt and
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Business operations:
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Independent Auditors
tAuda firm)

— Executive Committee

Core business companies

Nippon Mining & Metals

President and
Representative Directar

a Auditing

Corporate Auditors

Independent Auditors
{Audit firm)

—{ Executive Committee




business results and stock-option-based compensation, The max-
imum amount available for compensation is determined by

a resolution of the general meeting of shareholders, The fixed-
amount compensation is determined after taking into account
the performance and ability of each director in comparison with
benchmarks, and is subject to fair consideration and deliberation
by the Board of Directors. Separate from the fixed-amount com-
pensation, the Company has adopted a system of business re-
sults-based bonuses linked to results each fiscal year. Directors’
retirement benefits have been abolished and a part of corre-
sponding amount is now granted in the form of share warrants
as stock-option-based compensation.

In this way, the Company’s fundamental policy is to make
directors'compensation more responsive to—and reflective of—
such factors as its share price and business results than was
previously the case.

Director and Corporate Auditor Compensation
Fiscal year ended March 31, 2008

Directors 9 persons ¥ 419 million
Corporate Auditors 4 persons ¥ 86 million
Total ¥ 505 million

{4) Independent Auditors

At the 5th annual general meeting of shareholders, Ernst &
Young ShinNihon (Ernst & Young ShinNihon LLC from July 1,
2008) was appointed as the Independent Auditors. No signifi-
cant conflict of interest exists between the Company and the In-
dependent Auditors and their executive-level employees working
on our audit operations. The Independent Auditors has also vol-
untarily taken steps to ensure executive-level employees are not
involved in the audit operations of the Company for over a given
period.

The Company and the Independent Auditors have entered into
an audit agreement pursuant to the audit requirements stipulated
in the Corporation Law of Japan and the Financial Instruments and
Exchange Law of Japan. Fees are paid by the Company to the In-
dependent Auditors in accordance with this audit agreement.

Audit Fees

Fiscal year ended March 31, 2008

Fees relating to audit certification ¥ 227 million
Fees other than those included above ¥ 4imillion
Other fees* ¥ 14 million
Total ¥ 282 million

* Uniil June 2007, MISUZU Audit Corporation was appointed as 2 Tempaorary
Independent Auditor. The amount indicated was paid by the Company and
one consolidated subsidiary to MISUZU Audit Corporation in the fiscal year
ending March 31, 2008, in accordance with agreements,

3. ACCOUNTABILITY
The Company makes every effort to ensure prompt, appropriate

disclosure to its shareholders and investors, and maintain a high
leve! of management transparency. In addition to compliance
with legal requirements, we proactively provide information
regarding management policy and business operations to en-
hance understanding of the Company Group’s business activi-
ties. Senior management take the initiative in fulfilling their duty
to be accountable to shareholders and investors through brief-
ings to explain the details of medium-term management plans
and business results announcements, and use these opportuni-
ties to speak directly to shareholders and investors. The Compa-
ny also aims to communicate its activities through its website in
a fair and easily understood manner.

For individual investors, we held meetings in February 2008
in Tokyo, Osaka and Nagoya, and staged a round-table session
for sharehalders in which the president outlined the Company
Group's business situation. We hold quarterly results briefings for
analysts and institutional investors, as well as briefings on the
medium-term management plan. For overseas investors, we or-
ganize road shows and briefings by the president and other offi-
cers on the medium-term management plan, including reporting
on the progress of these plans.

Our website carries details of business policy {president’s
briefing on the medium-term management plan, etc.), informa-
tion on our financial position and business performance, press
releases, various investor relations materials {financial results bul-
letins, results briefing materials, regulatory securities filings,
shareholders' newsletters, annual reports, etc.), and stock infor-
mation (convocation notice of the general meeting of sharehold-
ers, articles of incorporation and stock transaction regulations,
etc.). Other disclosure methods include the refease on our
website of written and video materials from roundtable sessions for
shareholders and briefings for analysts and institutional investors.

Furthermore, we are promoting measures to share informa-
tion with Company Group employees through such forums as
Management Council meetings and internal newsletters,

Such activities have been recognized by external organiza-
tions. For example, the Company received the 13th Disclosure
Award from the Tokya Stock Exchange, Inc., {TSE) for fiscal
2007, This award recognizes listed companies that TSE judges to
have highly transparent disclosure. The Company was praised in
receiving this award for not only providing detailed information
but also for its courteous approach to disdosure activities and
its considerable efforts to increase the convenience for informa-
tion users. We intend to maintain our high level of management
transparency in the future and will strive to provide fair
disclosure,
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4. BASIC PHILOSOPHY AND APPROACH REGARDING
THE INTERNAL CONTROL SYSTEM

(1) Basic approach

Under the supervision by the Internal Control Promotion Office,
the Company reinforces and promotes its internal control system
and internal control-related measures. The Group Internal
Contral Committee discusses and deliberates on policies in such
areas as planning, documentation and evaluation of internal
control on a Company Group-wide basis.

(2) Progress

@ Basic approach to building an internal contro! system
With regard to the development of its internal control system,
the Company formulated an overall system to ensure that Com-
pany operations are carried out correctly in accordance with
Article 362, Paragraph 4-6 of the Corporation Law and Article
100 of the Corporation Law Enforcement Regulations at a meet-
ing of the Board of Directors held on May 10, 2006. This system
is subject to ongoing reviews and any necessary amendments to
ensure that Company operations remain in accordance with the
enactment, revision or abolition of relevant laws and regulations
and reflect changes in social conditions.

® Compliance

In May 2006, we formulated the Group Compliance Basic Regu-
lations, and set up a whistleblower system at the Company, hav-
ing previously taken this measure at each of the core operating
companies. As part of efforts to further expand and strengthen
our compliance commitment, we also set up in October 2006
the Nippon Mining Holdings Group Compliance Committee,
which holds compliance meetings jointly with major Group
companies, including core operating companies.

@ Risk Management

Under the holding company system, each Group company im-
plements risk management measures tailored to the characteris-
tics of its own business activities. Overall responsibility for risk
management rests with the Company, as part of its Group man-
agement activilies.

S. OTHER MATTERS

(1) Defensive measures against takeover attempts

Under the holding company system, the Company Group has
designated the Petroleum business operated by Japan Energy
Corporation and the Metals business operated by Nippon Min-
ing & Metals Co., Ltd., as the two core businesses of the Com-
pany Group. We aim to build enterprise value through efficient
Group management and optimal deployment of resources,

which will enable us to consclidate our position in each of our
business areas, in terms of competitiveness and earnings poten-
tial. In view of this, we are not opposed in principle to the idea
of takeover by another company through stock purchase, if this
creates new value and serves the interests of our shareholders.
However, any party attempting a buyout that, in its aims or
methods, erodes enterprise value or significantly conflicts with
the comman interests of all shareholders, would not be an
appropnate agent in which to vest decision-making powers
affecting our finances and business policies. Based on such rec-
ognition, the Company will carefully monitor the situation per
taining to the makeup of its capital, including any changes in
major shareholders. We are also taking steps to prepare for any
possible crisis by establishing the necessary internal systems to
deal with such situations. In the case that a takeover attempt
was launched by a party deemed inappropriate, we would un-
dertake such measures as we deem appropriate within the scope
permitted by the laws of Japan and our Articles of Incorporation.

(2) Other corporate governance related matters

To maintain effective control over Group operations and ensure
management transparency by keeping operations separate from
Group management, the Company has implemented the follow-
ing measures in addition to those outlined above. The Nippon
Mining Holdings Group Management Council is held in April
and October every year where the Company makes an effort to
build a shared commitment within the Company Group to fully
accomplishing the Company Group’s medium-term manage-
ment plan. The Company has also approved budgets and busi-
ness plans for core business companies’ business activities, and is
monitoring their progress. .

Based on wide-ranging liberalization measures covering the
organizational configuration of companies under the Corpora-
tion Law of Japan enacted in May 2006, the boards of directors,
boards of auditors and executive committees of each core busi-
ness company were abolished by resolutions of the annual gen-
eral shareholders’ meetings of each of these companies, which
were held in June 2006, and renewed executive committees
were set up in their place. This measure aims to speed up deci-
sion-making and simplify executive hierarchies, as part of our ef-
forts to further streamline the operation of our businesses.
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Nippon Mining Holdings Group CSR Committee

Strengthening Groupwide CSR promotion systems

In April 2008, we established the Nippon Mining Holdings
Group CSR Committee to provide consuhltation and offer opin-
ions to the president on important CSR matters. The Commit-
tee’s rofe includes formulating CSR polices for the entire Company
Group, clarifying and reviewing the progress of CSR at each
Group company and deliberating on the Company Group's most
important CSR issues. The committee is working to strengthen

Nippon Mining Holdings F

Nippon Mining Museum

}*-lﬂl 11(-11_]7 |

Recognized as a modern industrial heritage site by the Ministry of

Economy, Trade and Industry

our Groupwide CSR efforts, and has already established systems
to promote C5R in each of the core companies, lapan Energy
and Nippon Mining & Metals. These systerns are headed by the
respective presidents of each company. The C5SR Committee held
its first meeting in May 2008 to discuss which direction our fu-
ture CSR initiatives should take.

e i oot s obpar

The Nippon Mining Museum was built on the site of the Hitachi
Mine, the birthplace of the Nippon Mining Holdings Group. By
displaying historic materials spanning back more than 100 years,
the museumn helps visitors understand the activities and values
of the Company Group in the present day. The Hitachi Mine was
alsa the starting point for the development of Hitachi City as an
industrial center and the birthplace of modern mining and man-
ufacturing in Ibaraki Prefecture. Reflacting this, the museum
showcases both the industrial and local history of the area.
Furthermore, the museum creates displays to communicate
to visitors our philosophy of working and prospering in harmony
with local communities and the environment, symbolized by jux-
taposed images of the big stack and tree-planting volunteers.
The museum is widely used as a location and a topic for les-
sons by Hitachi City elementary and junior high schools. Reflect-
ing its histerical and cultural importance, in November 2007 the

Ministry of Ecanomy,

Trade and Industry rec-
ognized the museumn .
as a modern industrial heritage site.

I Visitors to Nippon Mining Museum I
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Contributing to Local Communities

An active member of local communities in Hitachi City,

Saganoseki District and Kurami District

An example of Nippon Mining & Metal’s contribution to society
is helping Hitachi City remain one of the best places in Japan to
view “sakura” cherry blossoms, The Japan Cherry Blossom
Association has selected Hitachi City as one of the country’s top
100 sakura viewing spots. The cherry blossoms, a current big
tourism resource in Hitachi City, are the result of efforts to plant
in cooperation between employees of the Hitachi Mine and
citizens of Hitachi City around one century ago. Hitachi City is
now taking an initiative to maintain or replant cherry trees to
keep the aging trees alive in the future. Nippon Mining & Metals
has agrees to cooperate in the activity and decided to meke a
contribution to the city.

In addition, Nippon Mining & Metals, and a Group company
Pan Pacific Copper, donated to the Saganoseki Machi-dukuri-
Kyogi-kai, a non-profit organization (NPO). This NPO was
established to promote welfare services in the Saganoseki

R CucuR A i aplold (o S 7] Japan Encrgy ’

JOMO Sunflowers / JOMO Basketball Clinics

Former Japanese national team members and Olympians provide
guidance to children at JOMO's nationwide basketball clinics

District; revitalize the
district's commerce,
tourism, academia, culture,
arts and sports; and help
preserve the area’s
beautiful scenery.

To help prepare for an
emergency in the Kurami
District, such as a large earthquake, Nippon Mining & Metals
donated to a fund that supports disaster management in the
Kurami District. A fund was established to maintain and
strengthen local government’s disaster management systems.

Nippon Mining & Metals is making positive contributions to
local communities, particutarly in the areas where it is
conducting business.

In the 2007 season, the JOMO Sunflowers, one of Japan's top
women’s basketball teams, finished runner-up in both the 74th
All Japan Basketball Tournament (Empress Cup) and the Sth
Women's Basketball League Tournament. Thanks to everybody
who supported them.

Japan Energy enhanced its basketball dinics in the fiscal year
ended March 31, 2006 to help children learn basic basketball

(Fiscal years ended March 31} 2005 2006 2007
Clinics held (Times) 69 57 54
Total participants (People) 2,905 2,161 1,987

(7 e Ty, fetsfgp ) Japan Energy

skills. It created a team
primarily comprised of
former Japanese national
team and Olympic
basketball players and
the clinics are held
across Japan to deepen
communication and friendship with children, who are the
bearers of the future, through basketball and to promote sports.

JOMO Children‘s Story Award / “The Bouquet of Children’s Stories”
Commendation from the Minister of Health, Labour and Social Welfare

Each year JOMO holds a children’s story competition with the
theme “heart-to-heart contact,” and the best entries are pub-
lished in its book, “The Bouquet of Children’s Stories.” The book
are donated via the Tokyo Zen-i bank and other institutions to
child welfare facilities throughout the country, and also to vari-
ous child welfare organizations, such as those providing support
for single mothers.

The book is sold through our sales networks, the Nationwide
JOMO Association and the Nationwide LP Gas JOMO Associa-
tion, both Japan-wide associations of JOMO affiliated stores.
The net sales from the book are donated to the JOMQ Children’s
Story Fund, jointly established by Japan Energy and the two as-
sociations. In conjunction with the Japan National Council of
Social Welfare, proceeds from the fund are used to romote the

(Fiscal pears ended | 2002 2003 2004 2005 2006 2007
March 1) {33rd) {34th) {35th} (36th) (3*h) {38th)

Total entries: 9,531 9,357 9,825 | 10,202 8.87 9,004

welfare of children
supported in childwel-
fare facilities, single
mother support facili-
ties, and foster family
across the country.

JOMO Scholarship
Grants, which provide
financial support for
these children when
they enter university
or other school.

The JOMO Children’s Story Award has made possible a range
of activities that have significantly contributed to children’s wel-
fare over many years. Reflecting this, in 2007, Japan Energy re-
ceived a commendation from The Minister of Health, Labor and
Welfare Social Welfare for its contributions to child welfare.
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Forest Conservation

Japan Energy employees are participating and cooperating in forest conservation

Since 2005, Japan Energy has agreed to become a “Foster Par-
ent for the Forest” by completing forest management contracts
with Hara Village in Nagano Prefecture and an NPO at Takahashi
City in Okayarna Prefecture. In addition to providing funds for
forest management, the Company’s executives and employees,
together with their families, volunteer with local people to carry
out essential forest maintenance.

Japan Energy uses the so-called “3.9 Paper” {in Japanese,
3.9 is pronounced "san kyu,” which sounds like “thank you")

[ NippgrdMinin glEiold:n o3 H ékm:;u:am(-w
NPO 2050 Activities

for the paper for its “The Bouguet of Children’s Stories” book
and its CSR report. This 3.9 paper is produced from thinning-
timber, that helps preserve the forest. One hundred tons of thin-
ning-timber from Hara villege, partner of “Foster Parent for the
Forest” contracts, are used as raw material for paper, and the
revenues are then used for farest management projects. Also,
Nippon Mining & Metals is looking into a forestation project at
the site of the Oe Mine in Yoichi-gun, Hokkaido.

], HNippon Mining & Metals

Contributing to improving the status and quality of life of women in developing countries

NPO 2050 is an organization concerned with globa! issues such
as population growth, poverty, environment destruction and
HIV 7 AIDS. It believes the key to solving these problems is to
improve the status and quality of life of women in developing
nations.

The organization is currently implementing different pro-
grarms in several Asian countries, such as a scholarship program
to enable girls from poor homes to go to school, and an
agricultural guidance and empowerment program for poor, rural

women that provides opportunities
for them to earn income from their
own efforts.

Nippon Mining & Metals sup-
ports the organization's education-
al activities for girls from poor
families.

I NppatAMininglESidifigs] ] Nippon Mining & Metals

United Nations Global Compact and ICMM

Participating in international activities for the environment and sustainability

Japan Energy is a participant in the United Nations Global Compact,
a framewaork for businesses that are commited to aligning their op-
erations and strategies with ten universally accepted principles in the
areas of human rights, labaor, the environment and anti-corruption.
Japan Energy implements these principles in accordance with its fun-
damental corporate philosophy and as part of its CSR activities.

Nippon Mining & Metals is a member of the International Coun-
dl on Mining and Metals (ICMM), a global organization engaged in
initiatives to enable the sustainable development of the nonferrous
metal industry. Also, based on its contract with the independent
government body, Japan International Cooperation Agency JICA),
Nippon Mining & Metals sends its engineers to developing countries
to help address Jocal environmental problems, such as those caused
by inactive mines.

Nippon Mining Holdings Japan Energy Nippon Mining & Metals

Publication of Social and Environmental Reports

Working to maintain active dialogues with all stakeholders

The Nippon Mining Holdings Group carries out many different sociat
and environmental activities other than those described above. Nip-
pon Mining Holdings publishes the Nippon Mining Holdings Group's
Social and Environmental Report to explain the Company Group’s
most fundamental philosophies and initiatives with regard to sodety
and the environment. In addition, both Japan Energy and Nippon
Mining & Metals publish reports that describe each of the measures
they implement to reduce the impact of their businesses on the envi-
ronment and to promote and maintain good relations with local
communities. Through these publications, Nippan Mining Holdings
Group are promoting active dialogue with all stakeholders.
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Nippon Mining Holdings /
Corporate Profile
{as of Aprit 1, 2008)

Corporate Name

Representative

Number of Employees

Head Office

Founded

Capital

Date for the Settlenent
of Accounts

Nippon Mining Holdings, Inc.

Mitsunori Takahagi

10,316 (consolidated, as of March 31, 2008)

2-10-1, Toranomon, Minato-ku, Tokyo, Japan 105-0001
September 27, 2002

¥73.9 billion

March 31

Japan Energy /Corporate Profile
{As of April 1, 2008)

Corporate Name
Representative
Number of Employees
Capital

Head Office

Principat Business

Japan Energy Corporation

Isao Matsushita, President and Representative Director
4,196 {Japan Energy Group, as of March 31, 2008}

¥48.0 billion (100% subsidiary of Nippon Mining Holdings)
2-10-1, Toranomaon, Minato-ku, Tokyo, Japan 105-8407

Petroleum exploration and development, petroleum refining
and marketing, petrochemicals

i
Japan Energy

| President and Representative Director

|

I Executive Committee

Corparate Principles Committee
Strazegic Manning Commitiee

Monthly Performance Review Comimittee
Branding Strategy Committee

——{ Corporate Social Responsibility Dept. |

[ Statutory Auditars  |{Auditors Aftairs Office|

L Petrachemicals Dept. ]

—— Environment & Safety Degt. ]
—[ Business Development Dept, ]—I Bio Research Center [
—[ Corporate Planning Dept. ]—{ Beifing Office ]
—-—| Finance & Control Dept. |
——{ Information Systems Dept. ]
—— Auditing Dept. ]
—— Gereral Admineration & Human Resounces Dept, |——] Toda Administration Office }
F— Credit Dept. ]
-——| Legal Dept. I
— Exploration & Proguction Dept. |
———| Supply Coordination Dept. ’
—{ Logistics Dept. ]——{ Distribution Center i
——{ Crude Ol & Products Acguisition Dept. | Petroleum Refining Resaarch & I
: Technology Cenfer
Petroleurn Refining Depl O |
Petroleum Refining Engineering Center]
{ Mizushima Oil Refinery |
’—mma O Refinery ]
»-E{ Cutomer Satisfaction Promotion Dept. |
——{JOMO Net Promotion Ofice ] r—| Hakkaido Branch Otfice |
—d Marketing Planning Dept, ] — Tohoku Branch Office ]
__T_| Commercil Sales Degr, ] | Kitakanto Branch Office ]
(——{ Service Station Development Dept. ] —E ro,kw a_m\ch Ofe )
1 Minamikanto Branch Office ]
--T—[ Retail Marketing Support Dept. | I orubanofree ]
T LP Gas Dept. F—{ Kawasaki LP Gas Terminal ] ik Branch Office ]
L industial Fuel Dept | —{ Chushikoku Branch Office |
—l—{ Intemational Marketing Dept. —{ kyushu Branch Office ]
Lubricants Dept.
—'__'—'"i Lubricants Order Center ]
Lubricants Research & ]
Development Center
—'—{ Sodegaura Lubricants Plant I
—'ﬁizushim 0Od Refinery




Organization of Nippon Mining Holdings

[ Board of Directors I—[ President and Representative Director ]—--—-—{ Finance Group _]
T
[ Chairman of the Board of Directors] | Executive Committee | | Corporate Ptanning & Control Group |
Technology & Development Grou
(Boerd of Auditors ] | advisory Bodies) LIechrdogy |
- Strategic Council —-——{ Auditing Group
{ Corporate Auditors | K Cound
. General Administration &
Coundl of Human Resources Development Public Refatiors Grou
1T Coundil
. Compliance Commitiee

SR Committee

{ corporate Audit Office | I

}—' Audit Division ]

-—{ Nigpon Mining Management College ]—{ Administration Office ]

{ Internal Contrad Promotion Departrent| j

Nippon Mining & Metals /
Corporate Profile
{As of Apeil 1, 2008)

O NIPPON MINING & METALS

Corporate Name
Representative
Number of Employees
Capital

Head Office

Principal Business

Nippon Mining & Metals Co., Ltd.

Masanori Okada, President and Representative Director

4,851 (Nippon Mining & Metals Group, as of March 31, 2008)
¥24.5 billion (100% subsidiary of Nippon Mining Holdings)
2-10-1, Toranomon, Minato-ku, Tokyo, Japan 105-0001

Resources developrment, copper smelting and refining, electronic ma-

Organization of
Nippan Mining & Metals

- President and

terials, metal manufacturing, recycling and environmental services

{ manning & Coordination Depr.

{ Administration Dept. ]

Secretariat
CSR Office

 Interal Auditing Office

Represeniative Directar

:

C5R Committee
Technology
Development
Committee

Statutory Auditors

Auditors Committee

Auditors Affairs
Offica

{ Technological Development Group

]
]
{ Environment & Safety Dept. i
]
]

Kurami Branch

Planning & Coodination Ospt.
Technology Development Center

Shirogane Branch
Isohara Branch
Toda Branch

L]

—{ Metals Group

Panning & Coordination Dept. |

Copper Division ]
—{ Manning & Coordination Dept, |
| Resources Development Degt.

Chile Office ]
Australia Office |
{ sagancsaki Smefter & Refinery |

Metals Recyding & Eco Business Division |
—l Panning & Coordination Dept. ]
—[ Marketing Dept. ]
—{ Technelogy Dept. ]

{ HMC works

—[ Electronic Materials

I——iﬂanning & Coordination Dept. ]

| Technalogy Dept. |
+—{ Copper Foil Division }
—I Electro-Deposited Copper Fold Dept.|
I—{ Treated Rolled Copper Foil Dept. |

—{ MAQINAS Degt.

J

+—{ Thin Film Materials Divison

J

—l Semiconductor Dept.

]

I Compound Semiconductor Degt. |

FPO Dept.

]

—{ Surface Treatment Dept.

]

{ Shirogane Works ]

[ 1sohara Works |

 Toda works ]

-—-{ Metal Manufacturing Drvision

| Precision Rofled Products Dept. |

] Precision Fabricated Prochucts Depl. |

{Kurami Works I

{ Hiachi Area Coondination Center |
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Thousands of
Millions of yen Millions of yen  U.S. dollars*!
Fiscal year ended  Fiscal year ended  Fiscal year ended  Fiscal year ended Fiscal year ended
March 31,2004  March 31,2005  March 31,2006  March 31, 2007 March 31, 2008
Operating results
Net sales ¥2,214,588 ¥2,502,538 ¥3,026,262 ¥3,802,447 ¥4,339,472 343,312,426
Operating income 50,397 125,608 144,448 132,258 103,186 1,029,903
Equity in income of non-consolidated
subsidiaries and affiliates 10,976 31,278 50,983 94,895 91,927 917,527
Income before special items 53,737 148,055 188,722 224,236 192,026 1,916,618
Net income 14,854 50,577 96,905 106,430 99,299 991,107
Financial condition at end of fiscal year
Total assets ¥1,572,529 ¥1,580,144 ¥1,859,583 ¥2,056,407 ¥2,251,208  $22,469,388
Sharehalders’ equity*? 233,742 353,437 467,479 622,476 681,411 6,801,188
Interest-bearing debt 754,027 643,790 684,736 689,437 795,900 7,943,907
Shareholders’ equity ratio (%) 14,9 224 25.1 303 303
D/E ratio (debt to equity ratio} (Times) 3.23 1.82 1.46 1.1 1.17
Cash flows
Cash flows from operating activities ¥ 106,182 ¥ 45,360 ¥ 24,258 ¥ 41,200 ¥ 56830 $ 567,222
Cash flows from investing activities 4,530 {15,170) (37,594) {97,576) (114,391) (1,141,741)
Cash flows from financing activities {115,794) (38,734) 11,962 37,401 74,418 742,769
Capital expenditures 31,607 47,287 57,669 148,619 103,654 1,034,574
Depreciation and amartization 45,862 47,726 44,871 51,585 62,863 627,438
Yen Yen U.S. dollars*!
Per share data
Shareholders’ equity per share*3 ¥344.01 ¥416.98 ¥551.36 ¥671.56 ¥735.22 $7.34
Net income per share** 2171 63.84 113.87 117.98 107.14 1.07
Diluted net income per share — e 113.84 117.91 107.06 1.07
Cash dividends per share
(non-consolidated) 6 10 15 16 16 0.16
Number of shares outstanding
at fiscal year-end 679,123,537 847,132,246 847,047,065 926,909,298 926,812,871
Average number of shares
outstanding during fiscal year 678,928,690 789,164,998 847,046,824 902,127,788 926,832,217

*1. Amounts stated in U.5. dollars have been converted a1 100,19 yen per US1.00 doflar, the rate prevailing at the end of March 31, 2008.
*2. Shareholders' equity is the 1otal of the shareholders' equity and the valuation and translation adjustment in net assets of the consolidated balance sheets.
*3. Shareholders' equity per share has been calculated on the basis of the number of shares cutstanding at the fiscal year-end.
*4. Nat income per share has been calculated on the basis of the average number of shares autsianding during the fiscal year,
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1. Overview

B General

In the fiscal year ended March 31, 2008, in general, the
Japanese economy continued along a gradual recovery
path, as capital expenditures increased and personal con-
sumption picked up. However, impact from the subprime
loan crisis in the United States, which emerged in the sec-
ond haif of 2007, began to cast a shadow over the profit
outlock for some companies.

At the start of the fiscal year under review, in April 2007,
the Japanese yen traded at approximately ¥118 per U.S.
dollar, but weakened to over ¥123 to the U.S. dollar in
June, partly owing to the widening interest-rate gap com-
pared with other currencies. Subsequently, the impact from
the subprime loan crisis saw the yen rapidly strengthen
against the U.S. dollar, reaching the level of ¥97 per U.S.
dollar for a short time in March 2008. The average ex-
change rate for the period under review was ¥114 per U.S.
dollar, compared with ¥117 during the previous fiscal
year.

In the erude oil market, as global cil demand steadily
grew, geopolitical risks were heightened by such factors as
Iran’s nuclear development program and the cantinuing
the conflict in Nigeria. The emerging credit crunch in finan-
cial markets also contributed to an influx of speculative
funds into the crude oil futures markets. These conditions
saw the price of Dubai crude rise from approximately $64
per barrel at the start of the period to over $100 per barrel
for a time in March 2008. The average price of Dubai crude
rose from approximately $61 per barrel in the previous fis-
cal year to approximately $77 per barrel in the fiscal period
under review.

Meanwhile, the international price of copper was
bucyed by strong demand growth in China and cther parts
of Asia, pushing the copper price on the London Metal
Exchange (LME) from 314 cents per pound at the start of

the period to as high as 377 cents per pound in October
2007. Subsequently, liquidation of long positions by specu-
lative traders saw the price fall as low as 285 cents per
pound for a brief time in December 2007, but in March
2008 the price recovered to reach an all-time record of 403
cents per pound. The average copper price for the pericd
was approximately 344 cents per pound, compared with
approximately 316 cents during the previous period.

In this operating environment, on a consolidated basis,
the Company Group recorded net sales of ¥4,339.5 billion
(US$43,312.4 million), an increase of 14.1% compared
with the previous fiscal year. Income before special items
declined 14.4%, to ¥192.0 billion (US$1,916.6 million),
and net income decreased 6.7%, to ¥99.3 billion (US$991.1
million). Excluding the impact of inventory valuations, in-
come before special items fell 35.2%, to ¥143.2 billion
(U5%$1,428.9 million) compared with ¥220.9 billion in the
previous fiscal year.

K Petroleum (Japan Energy Group)

Domestic demand for petroleum products during the fiscal
year under review was generally below the level of the pre-
vious fiscal year. Although demand for C heavy oil rose
owing to increased consumption by the electric power
sector as certain nudear power plants were taken off line,
fuel switching led to lower consumption of A heavy oil and
gasoline demand also declined.

Despite falls in sales volumes of gascline and kerosene,
overall domestic sales volumes of fuel cils by the Company
Group increased, mainly owing to a rise in the volume of C
heavy oil. Petroleum product prices rose, driven by higher
crude oil prices. Sales volumes of petrochemical products,
including aroma products (aromatic type hydrocarbons)
such as benzene and paraxylene, and liquefied petroleum
gas (LPG} increased. Petrochemical product prices also rose.
Sales volumes of lubricating oils declined while prices rose.

‘Net sales 1 |ncome before ‘Netingpme = |
I . _ I special items I lk, o o ;I
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Based on these market conditions, net sales in the
Petroleum business increased 15.9%, compared with the
previous fiscal year to ¥3,193.9 billion, while income before
special items decreased 17.2%, to ¥67.8 billion. Although
the rise in crude oil prices pushed down the cost of sales
owing to the impact on inventory valuations, income was
negatively affected by energy costs increases and deterio-
rating margins for fuel oil and petrochemical products.

B Metals (Nippon Mining & Metals Group)

Net sales in the Metals business increased 9.3% compared
with the previous fiscal year, to ¥1,119.6 billion, and
income before special items declined 15.4%, to ¥113.4
billion.

Resources and Metals

In the core copper business, international copper prices
trended at high levels, leading to higher product prices
compared with the previous fiscal year. Copper smelting
and refining margins applied to copper concentrates
purchased during the period under review deteriorated,
reflecting a further tightening of supply and demand in the
copper concentrate market.

Based on these market conditions, net sales of Resaurces
and Metals grew 12.7% to ¥999.5 billion, and income
before spedal items decreased 10.4% to ¥114.4 hillion.
Despite an improvement in profitability in the recycling and
environmental services business, deteriorating copper
smelting and refining margins conditions for copper
concentrates and rising costs at overseas mining development
projects led te a fall in income.

Electronic Materials

For such mainstay products as electro-deposited copper
foil, treated rolled copper foil and thin-film forming
materials {sputtering targets for semiconductors and flat
panel displays (FPDs)), accompanying the completion of
inventory adjustments in the first half of the fiscal year for
major end-use products—including mobile phones, liquid
crystal panels and other items—sales volumes generally
increased. Among product prices, sputtering targets for
FPDs experienced a price decline, reflecting the price of
indium. The price of electro-deposited copper foil rose
reflecting the sharp rise in copper prices. Prices for other
products were generally flat.

As a result, net sales of Electronic Materials declined
6.3%, to ¥121.3 billion, partly due to the effect of changes
in the accounting period in the overseas subsidiaries. Loss
before spedial items was ¥6.4 billion, compared with a loss
of ¥2.2 billion in the previous fiscal year Despite an
improvement in the price of electro-deposited copper foil
and an increase in sales volumes for semiconductor
sputtering targets, this loss reflected the negative impact
on inventory valuations from the further fall in the price of
indium, a key raw material used in the manufacture of
sputtering targets for FPDs.

Metal Manufacturing

In the precision rolling business, accompanying the com-
pletion of inventory adjustments for digital and IT-related
products, main products within the rolled copper and
copper alloy products, such as copper fail and Corson
alloys, saw growth in sales volumes. In contrast, reflecting
the continued shift toward liquid crystal displays (LCDs) for
use in televisions and PC monitors, special steel products
used in cathode ray tube {CRT) components experienced a
dectine in sales volumes. In the precision fabrication
business, demand was generally strong for such surface

Petroleum business ~ ] | Petroleum business W ‘Metals business netsales | | Metals business income
netsates income before special items — _ . before special items
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* Net sales and incoma before special items for the fiscal years ended March 31, 2005 and
2006 have bean revised to reflact changes to sagment dassifications in the fiscal year ended
March 3§, 2007, Metals business net sales and income befone spedial iterns for the fiscal year
ended March 31, 2004 are the cumulative total for net sales and income before special items
for the former metals-related segments.




treatment materials as gold plating, underpinned by
demand for digital and T-related products.

Under these conditions, net sales from Metal Manufac-
turing rose 4.7%, to ¥73.7 billion. Income before special
items decreased 18.7%., to ¥5.4 billion, mainly owing to
such factars as a decline in sales of special steel products.

* Sales amounts provided on a segment basis indude inter-segment transac-
tions amounting to ¥74.9 billion, compared with ¥62.9 billion in the
previous fiscal year.

Bl Other Operations (Independent Operating

Companies and Functional Support Companies)
Net sales from Other Operations increased 16.5%, to
¥76.5 billion, and income befare special items rose 48.3%,
to ¥11.3 billion.

During the period under review, we worked to expand
the business infrastructure and enhance the profitability of
the Company Graup’s independent operating companies,
such as Nichiyo Engineering Corporation (engineering
business).

In such areas as finance, administrative services, envi-
ronmental management, research and consulting, basic
materials procurement, and other shared operations, func-
tional support is provided by such companies as Nippon
Mining Finance Co., Ltd. These companies endeavor to
carry out their operations efficiently.

From lanuary to February 2008, the Company launched
a take-over bid with the object of acquiring the shares of
Toho Titanium Co., Ltd. {titanium business), held by Mitsui
& Co., Ltd. The purpose of this share purchase is to enable
the Company Group to provide strengthened support to
Toho Titanium’s growth strategy in the titanium business
and enhance corporate value by leveraging the synergies
between the Company Group and Toho Titanium. By the
end of March 31, 2008, the Company Group held 42.7%
of the voting rights of Toho Titanium. Through the resclu-
tion at Toho Titanium’s annual shareholders’ meeting
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in June 2008, directors from the Company Group com-
prised a majority of the board of directors of Toho
Titanium, which became a consclidated subsidiary of the
Company.

In April 2008, the Company Group transferred 60% of
the issued and outstanding shares of Central Computer
Services Co., Ltd. (information service business), to NTT
Data Corporation. The purpose of this transaction is to
utilize the advanced project management know-how
of NTT Data to help strengthen the Company Group's
competitiveness through the strategic use of information
technology. Simultanecusly, Nippon Mining IT Co., Ltd.,
was established to handle the Company Group's ITrelated
planning and management functions.

* Sales amounts provided on a segment basis include inter-segment transac-

tions amounting to ¥50.6 billion, compared with ¥43.0 billion in the previous
fiscal year.

2. Financial Condition

(Consolidated Balance Sheets) {Billions af yen)

Year-on-year
As of March 31 2007 2008 change
Total assets 2,056.4 2,251.2 154.8
Total liabilities 1,355.3 11,4859 130.6
(|nterestbeanngdebt)689479591065
Total net assets 7011 765.3 64.2
(Shareholdersequn:y)62256814589

Total assets stood at ¥2,251.2 billion (U5$22,469 million)
as of March 31, 2008, an increase of ¥194.8 billion
compared with the previous fiscal year-end. Within this
rise, inventories increased ¥67.9 billion accompanying the
rise in crude oil and metal prices, trade receivables rose
¥48.6 billion and property, plant and equipment grew
¥35.8 billion as a result of capital expenditures.

Total liabilities—comprising total current liabilities and
total long-term liabilities—amounted to ¥1,485.9 billion
(US$14,831 million) an increase of ¥130.6 billion,
compared with the previous fiscal year-end. Akthough
accrued income tax declined ¥9.8 billion, interest-bearing
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debt rose ¥106.5 billion, and trade payables increased
¥60.9 billion in line with higher crude oil and metal prices.

Total net assets amounted to ¥765.3 billion (US$7,638
million} as of the end of the fiscal year under review, an
increase of ¥64.2 billion compared with the previous fiscal
year-end. The main item contributing to this increase was
net income of ¥99.3 billion.

As a result of the changes summarized above, the
shareholders’ equity ratio stood at 30.3%, unchanged
compared with the previous fiscal year-end, and the D/E
ratio rose 0.06 times to 1.17 times.

As of March 31 2004 2005 2006 2007 2008
Shareholders’ Equity ratio (%) 149 224 251 303 30.3
Total assets (Billions of yen)  1,572.5 1,580.1 1,859.6 2,056.4 2,251.2
Shareholders’ Equity

(Billions of yen) 233.7 3534 4675 6225 6814

D7 ratio (Times) 323 1.82 1.46 1.1 1.17
Interast-bearing debt

(Billions of yen) 7540 6438 6847 6894 7959

{Consolidated Cash Flows) {Billions of yen)

Years ended March 31 2007 2008
Cash flows from operating activities 412 568
Cash flows from investing activities 97.6) (114.4}
Cash flows from financing activities 374 744
Effect of exchange rate changes

on cash and cash equivalents @1 0.4
Net increase (decrease) in cash and cash equivalants {19.1) 173
Cash and cash equivalents at beginning of fiscal year 639 45.2

Increase in cash and cash equivalents related to subsidiaries
newdy inctuded in consolidation 0.5 0.1
Cash and cash equivalents at end of fiscal year 452 626

‘Cash dividendsand ™ |
Net income per share_ JI
(Yen) (Yen}
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* Cash dividends per share for the period ended
March 31, 2006 induded cash dvidends of ¥3
per share 10 commemarate the 100th anniversary
of the founding of the Company Group.

Net cash provided by operating activities amounted to
¥56.8 billion (US$567.2 million). Income before income
taxes and minority interests of ¥188.3 billion, depreciation
and amortization expenses of ¥60.3 billion and a ¥40.0
billien increase in trade payables outweighed a ¥65.8
billion increase in inventories, payments for income taxes of
¥64.1 billion, a ¥51.9 billion increase in trade receivables
and a ¥26.1 billion difference arising from equity-method
investments (¥91.9 billion in equity in income of non-
consolidated subsidiaries and affiliates minus ¥65.9 billion
in dividend income from them).

Net cash used in investing activities amounted to ¥114.4
billion {U5%$1,141.7 million). This included payments for
acquisition of property, plant and equipment and payments
for acquisition of intangible assets totaling ¥112.Q billion,
and payments for acquisition of investments in securities
amounting to ¥20.1 billion.

Net cash provided by financing activities amounted to
¥74.4 billion (US$742.8 million). Cash dividends paid
totaled ¥14.8 hillion and cash dividends paid to minority
shareholders amounted to ¥18.4 billion. These were out-
weighed by an increase in interest-bearing debt of ¥106.5
billion, including proceeds from issuance of bonids amount-
ing to ¥15.0 billion.

As a result, cash and cash equivalents at end of fiscal year
amounted to ¥62.6 billion (US$625.0 million), an increase
of ¥17.4 billion compared with cash and cash equivalents
at beginning of fiscal year.

3. Basic Policy regarding Determination of

Cash Dividends
The Company maintains the policy of determining
dividends to shareholders by taking inte full consideration
business results and management environment, steady
dividend payouts and retained earnings, and by considering
these elements in a comprehensive manner. The Company
intends to pay a year-end dividend of ¥8 per share, a total
annual dividend of ¥16 per share combined with the
interim dividend of ¥8 per share that has already been
paid. The Company will strive to further improve its financial
strength and to further raise dividends in the future.

Pursuant to Article 459, Paragraph 1, of the Corpora-
tion Law of Japan, the artides of incorporation of the
Company Group stipulate that the payment of cash
dividends may be determined through a resolution of
the Board of Directors. In the foreseeable future, we plan to
make two dividend payments per year, an interim dividend
and a year-end dividend.
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Matters that may have a material impact on the
business of the Nippon Mining Holdings Group include
those summarized as follows. Forward-looking state-
ments made in this section are, unless otherwise
stated, judgments made by the Company as of the
date of compilation of these materials.

Risks Affecting the Entire Group
(1) Country risks relating to sources of raw-material
supplies

The Company Group procures large guantities of raw
materials cutside Japan. In particular, it is almost entirely
dependent on limited crude oil reserves in the Middle East
and Indonesia, and on limited copper concentrate sources
in South America, Southeast Asia and Australia. Country
risks in those countries or regions, for example involving
political instability, social unrest, deterioration in economic
conditions or changes in laws or policies, may have an
impact on the Company Group's business performance.

(2) Risks relating to business operations in East

Asian countries, particularly China
Sales of products such as copper, petrochemical products,
electronic materials and manufactured metal products
made by the Company Group depend heavily on demand
in East Asian countries, notably China, and the Company
Group expects to undertake further business expansion in
those regions.

In the event that, for whatever reason, there is a decline
or other changes in demand for the Company Group's
products in these areas, it may have a material impact on
the Company Group's financial condition and business
performance.

(3) Risks relating to foreign exchange rate
fluctuations

A portion of the Company Group’s receipts and payments
arise from business transactions denominated in foreign
currencies, and the Company Group also has substantial
assets and liabilities denominated in foreign currencies.
Consequently, fluctuations in foreign exchange rates may
affect the value of assets, liabilities, receipts and payments
when converted into yen.

In addition, fluctuations in foreign exchange rates may
also have a material impact when the financial statements
of overseas consolidated subsidiaries or affiliated compa-
nies accounted for by the equity method are converted
into yen.

{4) Risks relating to collaboration with third parties
and business investments

The Company Group collaborates with third parties

through joint ventures and other means, and also makes

strategic investments in other companies in a variety of

business fields. These partnerships and investments play an

imponrtant rode in the Company Group’s business, and, in
the event that, for various reasons, key joint ventures
experience financial difficulties, or it is not possible to
achieve the desired results from collaborative relationships
or investments, this may have a material impact on the
Company Group’s financial condition and business
performance.

(5) Risks relating to business restructuring

The Company Group is taking steps to reduce costs, focus
its business activities and enhance efficiency. However, it is
possible that substantial special losses relating to restruc-
turing may occur in the future.

In the event that the Company Group is unable to
execute business restructuring appropriately, or that the
restructuring does not achieve the envisaged improvements
in the Company Group’s business operations, this may
have a material impact on the Company Group’s financial
condition and business performance,

(6) Risks relating to capital expenditure
and investments

Continuous capital expenditure and investments are
necessary for the ongoing maintenance and growth of the
Company Group’s business, However, it is possible that, for
such reasons as inadequacy of cash flow, it may become
difficult to implement these plans. In addition, it is possible
that actual investment amounts will greatly exceed projec-
tions, or that projected earnings will not materialize.

(7) Risks relating to environmental regulations

The Company Group’s businesses are subject to a wide
range of environmental regulations. These regulations
impose expenses for environmental deanups, and, if envi-
ronmental pollution were to occur, the payment of fines and
compensation would be required, making it difficult for the
Company Group to continue iis operations.

The Company Group's operations give tise to consider-
able quantities of wastewater, gas emissions and waste
matter, and unforeseen circumstances may cause the
volumes of these discharges to rise above their permitted
levels. It is also possible that in the future environmental
regulations will be applied more strictly or strengthened,
and also that new environmental regulations will be
implemented that give rise to additional cost burdens. The
obligations and burdens imposed on the Company Group
by these environmenta! regulations and standards may
have a material impact on the Company Group’s financial
condition and business performance.

The Company Group has made due provision to reserves
based on its expectation of the cost of environmental
measures relating to soil remediation, asbesto and PCBs
{(Palychlorinated biphenyls), but if new or further measures
become necessary due to toughened environmental
laws or regulations, this could have a material impact on




the Company Groups financial condition or business
performance.

(8) Risks relating to operations
The Company Group’s business is exposed to a variety of
risks relating to its operations, such as risks of fire,
explosions, accidents, import or export restrictions, natural
disasters, mine collapses, dimatic or other natural
phenomena, labor disputes and restrictions on the transpor-
tation of raw materials or products. If such accidents or
disasters were to occur, considerable losses may ensue.
The Company Group obtains insurance cover for
accidents, disasters, etc., to the extent possible and appro-
priate. Notwithstanding, it is possible that compensation
may not cover the full cost of any damages that occur.

{9) Risks relating to intellectual property rights

In the execution of its business, the Company Group owns
patents and other intellectual property rights of various
kinds, but in certain circumstances it is possible that
intellectual property rights may be difficult to obtain or
their validity may be contested. It is also possible that the
Company Group’s corporate secrets may be disclosed or
misused by a third party, or that owing to the speed of
technical progress, the protection afforded by intellectual
property rights becomes inadequate with respect to
technologies vital to the Company Group’s business.

in addition, a claim from a third party of infringement of
intellectual property rights in regard to the Company
Group’ technologies may lead to the payment of substan-
tial royalties or to the prohibition of use of the relevant
technologies.

In cases such as those referred to above, in which the
Company Group is unable to obtain, or make adequate
use of intellectual property rights for the conduct of its
business, the Company Group’s business performance may
be affected.

(10) Risks relating to the management of personal
information

The Company Group manages personal information in
relation to such services as petroleum product sales and
precious metal installment purchases. The implementation
of measures necessary to protect that information may
necessitate considerable expense. Furthermore, the disclo-
sure or misuse of customers' personal information may
have a material impact on the aforementioned business
activities.

(11) Risks relating to interest-bearing debt
The large size of these interest-bearing debt may restrict
the business activities of the Company Group.

In addition, to make repayments of principal and interest
relating to these debt, it may be necessary for the Company
Group ta raise funds by such means as additional borrow-
ings, equity financing or the sale of assets. However, the
Company Group's ability to conduct such fund raising may
depend upon a variety of factors, such as the state of
financial markets, the Company's share price and whether
or not there are buyers for the assets. Additionally, if inter-
est rates rise—either within Japan or overseas—the resul-
tantincrease in interest burden may have a material impact
on the Company Group's financial condition and business
performance.

{12) Risks relating to write-down of inventories
owing to decreased profit potential

In the fiscal year ended March 31, 2007, the Company

Group voluntarily adopted the Accounting Standard for

Measurement of Inventories, which became mandatory on

April 1, 2008.

In the event that net selling price of inventories at the
end of the fiscal period is lower than the corresponding
book value owing mainly to declines in market prices of
crude oil, petroleum products and rare metals, the book
value must be reduced in line with net selling prices. The
difference between book values and net selling prices must
be charged to cost of sales. Such write-down of invento-
ries may effect the Company Group’s financial condition
and business performance.

{13) Risks relating to the impairment of fixed assets
In the future, if factors such as changes in the business
environment cause the earnings potential of fixed assets to
decline and make it unlikely that the amount of investment
will be recovered, their book value will be reduced to reflect
the likefihood of recovery, and it will be necessary to post
the amount of the reduction as an impairment loss. This
may affect the Company Group’s financial condition and
business performance.

{14) Risks relating to the establishment of internal
control systems

The Company Group is making every effort to strengthen

and upgrade its internal control systems, by stepping up

compliance and risk management measures and setting up

internal financial reporting systems, including the estab-

lishment of an internal contro! pramotion office.

In cases where the Company Group’s internal control
systems do not function effectively, or situations arise in
which the reliability of disclosure cannot be guaranteed,
there is a risk that confidence among its stakeholders may
be significantly impaired, and this may materially affect
the financial position and business performance of the
Company Group.

“




Risks by Segment

Petroleum (Japan Energy Group)

(1) Risks relating to fluctuations in margins in the
petroleum business

The margins in the Company Group's Petroleumn business

are determined by factors beyond the control of the

Company Group, largely by the relationship between crude

oil prices and the prices of petroleum products. The range

of such fluctuations has been considerable, and this trend

is expected to continue for the next several years.

Factors infiuencing crude oil prices include the Japanese
yen to U.S. dollar exchange rate, the political situation in
oil-producing regions, production adjustments by the
Organizaticn of the Petroleum Exporting Countries (OPEC)
and globa!l demand for crude oil. Factors that influence
the prices of petroleum products include demand for
petroleumn products, overseas petroleum-product market
conditions, domestic petroleum-refining capacity and
capacity utilization ratios, and the total number of service
stations in Japan.

The Company Group has decided to peg the prices of
petroleum products to fluctuations in crude oil prices, but
price competition and sluggish demand may make it
difficult to raise the prices of petroleum products quickly.
Consequently, this may hinder the Company Group's ability
to secure reasonable margins over the long term, which
may have a material impact on the Company Group’s
financial condition and business performance. Conversely,
falling crude oil prices may cause the market value of
inventories to fall substantially below start-of-period book
value, which may have a material impact on the Company
Group’s financial condition and business performance.

Furthermore, margins for petrochemical products are
affected by the relationship between prices for major raw
materials, such as crude oil and naphtha, and prices for
petrochemical products. These margins are determined by
factors beyond the control of the Company Group, and it
is possible that large fluctuations in these margins may
continue over an extended period. Petrochemical product
prices are affected by such factors as increases in supply
capacity through the construction of new production
facilities or the expansion of existing facilities, and demand
trends for apparel, automobiles, home electronics and
other goods. Owing to weak market conditions, it may be
difficult to pass on cost increases stemming from higher
crude oil and raw materials prices by increasing product
prices. This may have a material impact on the Company
Group's financial condition and business performance.

(2) Risks relating to sources of procurement of crude
oil and petrochemical products
The Company Group procures all its crude oil from over-
seas, primarily in the Middle East. Some petrochemical
products are procured abroad and in Japan. Such factors as
changes in the political situation in oil-producing countries,
and changes in the supply and demand balance for
petrochemical products in Japan and abroad, may hamper
procurement of crude oil and petrochemical products.
Inability to secure an appropriate alternative supply may
have a material impact on the Company Group’s financial
condition and business performance.

(3) Risks relating to competition

In the Petroleum business, the Company Group competes
with numerous powerful cil companies, both domestically
and overseas, induding some that have more extensive
operations, larger market shares, and greater funds and
resources than the Company Group. Competition with
such companies is intense, and the inability of the Company
Group to conduct operations efficiently in this compatitive
environment may have a material impact on its financial
condition and business performance.

Metals (Nippon Mining & Metals Group)

{1) Risks relating to market price fluctuations

The Company Group's copper business mainly derives its
profit from its copper smelting and refining business and
investments in overseas copper mines. Any changes in
related market prices, as listed below, could have a
material impact on the financial condition and business
performance of the Company Group.

Our copper smelting and refining business operates as
a custom smelter that produces and sells refined copper,
and the copper concentrates used as its raw material
are purchased from mines overseas. The gross margin
mainly comprises smelting and refining margin and sales
premium.

Smelting and refining margins are determined by nego-
tiations with the mines that produce copper concentrates,
but in recent years the supply of copper concentrates to
the market has tended to be inadequate owing to such
factors as a graduat decrease in the availability of high-
grade copper ore, the emergence of an oligopoly of min-
ing majors, increasing integration of mining and smelting
companies and increasing demand from smelters in China,
India and other emerging economies. With these factors,
copper concentrates remain in short supply, placing
downward pressure ¢n smelting and refining margins. In
addition, the Company Group's concentrate-purchasing
contracts have been concluded in U.S. dollars, and some
contracts include stipulations that the computation
of smelting and refining margins is required to partially
reflect fluctuations in international prices of copper.
Therefore, smelting and refining margins decline when
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the yen appreciates in value and when international
copper prices fall.

Sales premiums, which are added to international prices
of refined copper, are determined through negotiations
with customers in consideraton of a variety of factors, such
as importation costs and product quality. Depending on
the outcome of such talks, sales premiums could be
adversely affected.

The Company Group is also exposed to the risk of
reduced returns on equity-method investments in overseas
copper mines, should there be any fall in international
prices of refined copper, since prices of copper concentrates
sold by mining companies in which we have invested are
based on international prices of refined copper.

(2) Risks relating to the stable procurement of
copper concentrate

The supply of copper concentrates to the market is
becoming increasingly inadequate as a result of such
factors as the gradual global decrease in availability of
high-quality copper ore, an emerging oligopoly situation
among mining majors and increased integration of mining
and smelting companies. Such factors are being com-
pounded by increasing demand from smelters in China,
India and other emerging economies. It is possible that
supply and demand conditions for copper concentrates will
become even tighter.

In view of this situation, the Company Group has been
investing in and financing overseas copper mines with
the objective of securing stable supplies of copper
concentrates. However, the financial condition and business
performance of the Company Group could be materially
affected if the Company Group is unable to procure
the copper concentrates its smelters need at the appropri-
ate time, owing to any disruption of operations of over-
seas copper mines that supply it, including those in which
it has invested.

(3} Risks relating to factors such as demand fluctua-
tions and technical innovation in the electronic
materials business

Many customers of the electronic materials and metal

manufacturing business are in the IT-related products and

consumer electronics industries. Consequently, such factors
as supply and demand conditions and price movements in
those industries may have a material impact on the Com-
pany Group’s business performance. Additionally, if the

Company Group is unable to respond appropriately to

rapid technical innovation or changes in customer needs,

this may have a material impact on the Company Group's
financial condition and business performance.

Note: On April 1, 2008, the electronic materials business and the metal manu-

facturing business were combined to form the electronic materials
business,

(4) Risks relating to competition in the electronic
materials business

The electronic materials business is facing fierce competi-

tion, and some competitors in this field have powerful cor

porate strengths in comparison with those of the Company

Group. This competition may have a material impact on

the Company Group’s business performance.

Price competition in electro-deposited copper foil has
been fierce due to a long-standing state of global over-
supply, but now demand has picked up considerably owing
to an improved business environment and the Company
Group's measures to specialize in high added-value prod-
ucts. As a result, competitive pressure is having less impact
on the Company Group.

(5) Risks relating to fluctuations in raw material
procurement prices in the electronic materials
business

The procurement prices of the raw materials used in the
electronic materials business fluctuate in accordance with
fluctuations in the market prices of metals and other
materials. If increases in the procurement costs of these
raw materials cannot be passed on in the form of higher
product prices, or if there is a decline in the market value
of inventories compared with the corresponding book
value at the start of the fiscal period, there may be a material
impact on the Company Group's business performance.

(6) Risks relating to environmental issues surround-
ing Gould Electronics Inc. (U.S. subsidiary)

In relation to environmental problems that arose in the
past in its business activities, Gould Electronics Inc., a
U.5.-based subsidiary, is a potential responsible party with
regard to specific designated areas within the United States
under U.S. environmental laws, such as the Superfund Act.
The ultimate financial burden the subsidiary will bear may
depend on numerous factors, including the quantity of
the substance and its toxicity for which the areas were des-
ignated, the total number of other potential responsible
parties and their financial condition, and remedial methods
and technologies.

In relation to this matter, Gould Electronics Inc. is
providing reserves that it considers appropriate, but owing
to the factors referred to above, the actual amount of the
burden may exceed these reserves, in which case the
Company Group business performance may be affected.
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Nippon Mining Holdings, Inc. and its consolidated subsidiaries
As of March 31, 2007 and 2008

Thousands of
Millions of yen U.S, dollars {Note 1 - A)
ASSETS 2007 2008 2008
Current assets:
Cash and cash equivalents ¥ 45,249 ¥ 62,621 $ 625,022
Trade receivables:
Notes and accounts, less allowance for doubtful accounts of
848 million yen in 2007 and 780 miillion yen in 2008 370,691 419,289 4,184,939
inventories (Note 6) 494,954 562,893 5,618,255
Other current assets (Notes 6 and 10) 85,899 112,355 1,121,419
Total current assets 996,793 1,157,158 11,549,635
Investments and long-term loans:
Investments in securities (Notes 3 and 6) 91,788 71,927 717,906
Investments in non-consolidated subsidiaries and affiliates (Note 4) 172,222 203,998 2,036,111
Long-term loans 9623 4,508 44,995
Other investments (Note 6) 28,865 26,765 267,142
Total investments and long-term loans 302,498 307,198 3,066,154
Property, plant and equipment (Note 6):
Land (Note 5) 281,591 271,826 2,772,990
Buildings and structures 409,215 425,735 4,249,276
Machinery and equipment 759,148 859,010 8,573,810
Construction in progress 50,949 11,558 115,361
1,500,903 1,574,129 15,711,438
Less: Accumulated depreciation (851,002) (888,402) (8,867,172)
Net property, plant and equipment 649,901 685,727 6,844,266
Intangible assets and deferred charges:
Goodwill {Note 2 - A (5)} 9,706 7,435 74,209
Other (Note 6) 86,272 85,438 852,760
Total intangible assets and deferred charges 95,978 92,873 926,969
Deferred tax assets — non-current (Note 10) 11,237 8,252 82,364
Total assets ¥2,056,407 ¥2,251,208 $22,469,388

The accompanying notes are an integral part of these finandal statements.




Thousands of

Millions of yen LS. dollars (Mote 1 - A)

LIABILITIES AND NET ASSETS 2007 2008 2008
Current liabilities:
Short-term borrowings (Note 7) ¥ 379,159 ¥ 471,932 $ 4,710,370
Current portion of long-term debt (Note 7) 94,476 58,242 581,316
Trade payables:
Notes and accounts 253,935 314,828 3,142,310
Excise tax 76,766 54,062 539,595
Accrued income taxes 29,713 19,955 199,172
Allowance for employee bonuses 8,524 7,168 71,544
Other current liabilities (Note 10) 130,922 132,384 1,321,328
Tota! current liabilities 973,495 1,058,571 10,565,635
Long-term liabilities:
Long-term debt {Note 7) 215,802 265,726 2,652,221
Deferred tax liabilities — non-current {(Note 10) 62,739 64,227 . 641,052
Allowance for retirement benefits (Note 8) 61,304 58,037 579,269
Accrued retirement benefits for corporate directors and auditors 1,224 1,104 11,019
Allowance for periodic repair works 14,569 13,630 136,042
Negative goodwill (Note 2 - A (5)) 2,754 1,351 13,484
Other long-term liabilities 23,456 23,298 232,538
Total long-term liabilities 381,848 427,373 4,265,625
Commitments and contingent liabilities (Note 11)
Net assets (Note 2 - A (1)):
Common stock:
Authorized - 3,000,000 thousand shares
tssued - 928,462 thousand shares in 2007 and 2008 73,920 73,920 737,798
Capital surplus 226,762 226,759 2,263,290
Retained earnings 278,259 362,360 3,616,728
Less: Treasury stock, at cost (570) (717) {7.156)
Total shareholders’ equity 578,371 662,322 6,610,660
Unrealized gain on marketable securities 35,987 23,241 231,969
Deferred hedge gain (loss) 1,528 16 160
Surplus from land revaluation {Note 5) (3,355) (3,088) (30,821)
Accumulated translation adjustment 9,945 (1,080) {10,780)
Total valuation and translation adjustment 44,105 19,089 190,528
Stock acquisition rights 181 361 3,603
Minority interests in consolidated subsidiaries 78,407 83,492 833,337
Total net assets 701,064 765,264 7,638,128
Total liabilities and net assets ¥2,056,407 ¥2,251,208 $22,469,388

The accomparnying notes are an integral part of these financial statements.
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Nippon Mining Holdings, Inc. and its consolidated subsidiaries

Fiscal years ended March 31, 2007 and 2008

Thousands of
Millions of yen U.S. dollars (Note 1 - A}
2007 2008 2008
Net sales ¥3,802,447 ¥4,339,472 $43,312,426
Cost of sales (Note 15) 3,485,283 4,038,589 40,309,302
Gross profit 317,164 300,883 3,003,124
Selling, general and administrative expenses (Notes 14, 15 and 18) 184,906 197,697 1,973,221
Operating income 132,258 103,186 1,029,903
Other income {expenses):
Interest and dividend income 4,556 4,586 45,773
Interest expenses {13,102) {13,058) (130,332)
Exchange gain 5,133 5,016 50,065
Equity in income of non-consolidated subsidiaries and affiliates 94,895 91,927 917,527
Amaortization of negative goodwill (Note 2 - A {5)) 1,837 1,403 14,003
Qther, net (1,341) (1,034) {10,321)
Income before special items 224,236 192,026 1,916,618
Special profit {loss):
Gain on sales of investments in securities 13,629 3,407 34,005
Reversal of reserve for loss on business liquidation - 2,187 21,829
Compensation income for expropriation — 2,111 21,070
Loss on sales and disposal of property, plant and equipment, net (3,229) (1,54%9) {15,461)
Impairment losses (Note 16) (1,877 (2,678) (26,729)
Loss on write-down of investments in securities {(1,256) (447) {4,462)
Reorganization and restructuring costs {Note 17) (5,204} — —
Provision for allowance for environmental remediation (2,710) (4,087) {40,792}
Provision for allowance for cost of disposal of unutilized property, plant
and equipment {4,465) (494) (4,931)
Provision for allowance for restoration and rehabilitation
costs of a closed mining site — (2,394) {23,895)
Other, net 958 213 2,127
Income before income taxes and minority interests 220,082 188,295 1,879,379
Income taxes:
Current 66,661 55,152 550,474
Deferred 18,739 10,641 106,208
85400 65,793 656,682
Income before minority interests 134,682 122,502 1,222,697
Minority interests in earnings of consolidated subsidiaries (28,252) (23,203) (231,550)
Net income ¥ 106430 ¥ 99,299 $ 991,107

Yen U.S. dollars (Note 1 - A}
2007 2008 2008
Net income per share:
Basic ¥117.98 ¥107.14 $1.07
Diluted 117.91 107.06 1.07
Cash dividends per share ¥ 16.00 ¥ 16.00 $0.16

The accompanying notes are an integral part of these financial statements,
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Nippon Mining Holdings, Inc. and its consclidated subsidiaries
Fiscal years ended March 31, 2007 and 2008
Millions of yen
Shareholders’ equity Valuation and Translation adjustment
Unreafized Minority
ganon  ODeferred  Suphs  Acoumulsted  Stock  iterestsin
For the year ended Common Capitd Retained  Treasury marketable hedgegain  frombind  trarshation  acquisition consofidated Total
March 31, 2007 stock surphs eamings stock Total securities foss)  revaluation adfustment  righli  mubsidiaries netassets
Balance a5 of March 31, 2006 V40,000  ¥192948 V192,148 V(420)  VA24.666 W39 ATL Yoo~ ¥3340) V6,682 V- V46,027 ¥511,506
fssuance of stock 3380 33818 - - 67,738 - -— - - - - 67,738
Lash dwvidends paid * - - {12,715) - 12,n% - - - - - - {12,115
Cash dwidends paxd - - 1422} - {141 - - - - - - (1420
Bonuses to directors * - - {449) - {#49) - - - - - - (449)
Net income - - 106,430 - 106,430 - - - - - - 106,430
Acquisition of treasury stock - - - 5y (152) - - - - - - (152)
Dispesition of treasury stack - 4 - 4 B - - - - - - [
Grant of treasury stock
with exarcise of stack
acquisition nghts - ® - 8 0 - - - - - - 0
surplus from bnd
revatyation - - 15 - 15 - - - - - - 15
Increase arising from
changes of consolidation, net - - 252 - %2 - - - - - - 252
Het changes of net assets
other than shareholders' equity - - = - - (3,484} 1528 (15} 3,263 181 32380 33.853
Total changes 1381 33814 85,111 {140) 153,705 (3434 1528 {i5) 3,263 181 32,380 187,558
Balance as of March 31, 2007 V73510 226,762 V278,259  ¥570) V578371 v35,987 ¥1,528 ¥{3,355) ¥9,945 ViB1 VI8, A07 ¥701,064
* Cash dividends paid and bonuses to directors are due to appropriation of retained eamings approved by a generzl meeting of the sharehalders.
Millions of yen
Shareholders' equity Valuation and rransiation adiustment
Unreafized Minority
ganon  Defered  Swpls Accumafated  Stock  interestin
For the year ended Common Capital Retained  Treasury maketable hedgegan fromlnd translation  acquisition  coesolidated Total
March 31, 2008 stack surphs eanmings stock Total  seconties  foss)  revakiation adjustment  nights  subsidiaries  netassets
Balarce as of March 31, 2007 ¥713,920 V226,762 ¥278,259  W(570) V578,371 ¥35987 ¥ 1,528 ¥(3,355) V 9,545 ¥181 ¥78,407 V701,064
Cash dnidends paid - - {14,841} — (14,841} - —_ - - - _— {14,841)
Net income - — 99,299 — 99,299 - - — — — - 99,299
Acquisition of treasury stock - - — (204 (204) - - - - - - {204)
Disposition of treasury stock - 12 - 0 2 - - - - - - 2
Grant of treasury stock
with exercise of stack
acquisition ights - {15 - 5 - - - - - - g
Change of interest in an
atfillate accounted for
lry equity method — - - 3 3 - - — —_ - - 3
Reclassification with surphus
from Land revahuation - - (283) - {283) - - - - - - (283)
Decrease arising from changes
of consolidation, net - - (74) — 14 - - - — - - (74
Net changes of net agsats
other than shareholders' equity - —_ - —_ — (12,746) (1,512} 267 (11,025) 180 5085 {13,751)
Total changes - (3} 84,101 {147) 83,951 (12,746) (1,512} 267 (11,025 180 5,085 64,200
Balance as of March 31, 2008 V73,920  ¥226,759 VL3S0 WM ¥62322 V23241 ¥ 16 W[3,088) ¥ (1,080) Y361 ¥83.492 V765,264
Thousands of U5, doflars (Note 1 - A)
Shareholders” equity Valuation and transiation adjustment
; .
gainon  Deferred  Suplus Acomdlated  Stock  interestiin
For the year ended Common Capita fetzined  Treasuey marketable hedge gain  fromland  transfation  acquisition  consolidated Total
March 31, 2063 siock suphs LAMINGS stock Total sacurities revaluation adjustment  rights  subsidiaries net assets
Balance as of March 31, 2007 $737,798  §2,263,320 $2,777.313 4{5689) 45,772,741 $359,187 415251 §(33.486) § 99,261 $1,807 $782,583 6,997,345
Cash dwvidends pad - -_ (148,129) - (148,129} - - _ — - - {148,129)
Net income: - - 991,107 — 991,107 — — - -— - —_ 991,107
Acquisition of treasury stock - - - (2,036} (2,036) - - - - - - (2,036)
Dispeaition of teasury stock - 120 - P ] 414 — - - - — - 419
Grant of treasury stock
with exercise of stock
acquisition rghts - {150 - 240 90 — — - - - — a0
Change of interest in an
affliate socounted for
by equity method — - - 30 30 - - - -— — - 0
Recassification with surpius
from land nevahuaticn - - (2,524} - (2,824) - - - - —_ - (2,824)
Decraase arising from
changes of consolidatien, net - - {739 — (739) - - - - - - {739
Net changes of net assets
other than sharehalders' equity — - - - — (122,248} (15091} 2665  (110,041) 1,796 50,754 (147,135)
Total changes — {30} 839415  (1,467) 837,918  (127.218) (15,001) 2,665  (110.041) 1,796 50,754 640,783
Balance a5 of March 31, 2008 $737,708 32,263,290 $3616,728 ${7,156) 56,610,660 $231,969 § 160  $(30,821) § (10,780) $3,603 $833,337  §7.638128

The accompartying notes are an integral part of these financial statements,
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Nippon Mining Holdings, Inc. and its consolidated subsidiaries

Fiscal years ended March 31, 2007 and 2008

Thousands of
Milligns of yen .5, dollars (Note 1 - A)
2007 2008 2008
Cash flows from operating activities:
Income before income taxes and minority interests ¥220,082 ¥ 188,295 $ 1,879,379
Adjustments to reconcile income before income taxes and minority interests
to net cash provided by operating activities:
Depreciation and amortization 48,808 60,303 601,886
Impairment losses 1,877 2,678 26,729
Equity in income of non-consolidated subsidiaries and affiliates (94,895) (91,927) (917.527)
Gain on sales of investments in securities {13,629) (3,407) (34,005)
Loss on write-down of investments in securities 1,256 447 4,462
Loss on sales and disposal of property, plant and equipment, net 3,229 1,549 15,461
Reorganization and restructuring costs 5,204 —_ -
Other, net {5,755) (12,076) (120,531)
Changes in operating assets and liabilities:
Trade receivables {36,331) (51,906) (518,076)
Inventories (42,631) (65,842) (657.171)
Trade payables (23,951) 40,015 399,391
Accrued consumption tax 12,979 8,558 85,418
Other, net (26,109) (26,095) (260,455)
Receipts of interest and dividends 68,762 70,476 703,423
Payments for income taxes (76,318) (64,075) (639,535)
Payments for special retirement benefit (1,378) (163) (1,627}
Net cash provided by operating activities 41,200 56,830 567,222
Cash flows from investing activities:
Decrease (increase) in time deposits, net 186 2) (20)
Proceeds from sales of securities 1 — —
Payments for acquisition of investments in securities (1,083) (20,131) (200,928)
Proceeds from sales or maturities of investments in securities 14,758 9,260 92,424
Net payments for acquisition of business assets (Note 9) (22,338) — —
Net payments for acquisition of investments in newly
consolidated subsidiaries (Note 9) (14,013) — -
Payments for acquisition of property, plant and equipment {78,056) (103,735) {1,035,383)
Proceeds from sales of property, plant and equipment 4,335 6,126 61,144
Payments for acquisition of intangible assets (7.995) {8.273) (82,573)
Payments for long-term prepaid expenses (1,888) {1,064) (10,620)
Decrease (increase) in short-term loans, net 1,028 (462) (4,611)
Payments for lending of long-term loans (279) {1,092) {10,899)
Collection of long-term loans 7,423 6,747 67,342
Other, net 345 {1.765) (17,617)
Net cash used in investing activities {(97,576) (114,391) (1,141,741)
Cash flows from financing activities:
Increase (decrease) in short-term borrowings, net 58,679 (7.530) (75.157)
Increase (decrease) in commercial paper, net {15,000} 100,000 998,104
Proceeds from borrowings of long-term bank loans and other 29,702 105,185 1,049,855
Repayments of long-term bank loans and other (82,819} (106,147) (1,059,457)
Proceeds from issuance of bonds — 15,000 149,716
Proceeds from issuance of stock 67,738 — o
Proceeds from issuance of stock to minority shareholders 13,090 1,534 15,311
Proceeds from third-party share allotment of consolidated subsidiary 4,000 — —
Cash dividends paid (20,137} (14,841) {148,129)
Cash dividends paid to minority shareholders (17,369) (18,448) (184,130)
Other, net (483) (335) (3,344)
Net cash provided by financing activities 37,401 74,418 742,769
Effect of exchange rate changes on cash and cash equivalents (135) 432 4,312
Net increase (decrease) in cash and cash equivalents (19,110) 17,289 172,562
Cash and cash equivalents at beginning of year 63,857 45,249 451,632
Increase in cash and cash equivalents related to subsidiaries
newly included in consolidation 469 80 798
Increase in cash and cash equivalents related to merger of consolidated subsidiaries 33 3 30
Cash and cash equivalents at end of year ¥ 45,249 ¥ 62,621 $ 625022

The accompanying notes are an integral part of these finandal statements.
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Nippon Mining Holdings, Inc. and its consolidated subsidiaries

Note 1 - SIGNIFICANT ACCOUNTING POLICIES

A) Basis of Presenting Consolidated Financial Statements

The accompanying consolidated financial statements of NIPFON MINING HOLDINGS, INC. {the "Company”) and its
subsidiaries are prepared on the basis of accounting principles generally accepted in lapan, which are different in certain
respects as to application and disclosure requirements of International Financial Reporting Standards. In presenting the ac-
companying consolidated financial statements, certain accounts and items reported in the consolidated financial statements
that have been filed with the Financial Services Agency in Japan have been reclassified for the convenience of readers out-
side Japan.

The U.S. dollar amounts included in the accompanying consolidated financial statements are the arithmetical result of
translating Japanese yen to U.S. dollars at the rate of 100.19 yen to 1 U.S. dollar, the rate prevailing as at March 31, 2008.
These translations are solely for the convenience of the reader and are not intended to imply that Japanese yen amounts
have been or could have been converted, realized or settled in dollars at this rate or any other rate.

B} Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its significant subsidiaries
that are controlled by the Company {(hereinafter referred to as the “Company Group”). As of March 31, 2007 and 2008,
the Company had 114 and 115 consolidated subsidiaries, respectively. The consolidated financial statements for the fiscal
year ended March 31, 2008 do not indude the accounts of Japan Energy Analytical Research Center Co., Ltd. and certain
other subsidiaries as they are considered immaterial.

The investments in Japan Energy Analytical Research Center Co., Ltd. and certain other non-consolidated subsidiaries
are carried at cost, less any write-down due to impairment deemed necessary, as they are considered immaterial in terms
of the Company Group's total assets, net sales, net income and retained earnings.

All material inter-company transactions and accounts and unrealized inter-company profits are eliminated in the consoli-
dated financial statements, and the portion thereof attributable to minority shareholders is credited to them.

Goodwill and negative goodwill, which represent the difference between the carrying amount of an investment in a
subsidiary and underlying equity, are amortized over 5 years.

Investments in affiliates over which the Company Group has significant influence are accounted for under the equity
method. The Company Group's consolidated income includes equity in net income of those affiliates, after elimination of
unrealized inter-company profits. As of March 31, 2007 and 2008, the Company had 15 affiliates that are accounted for
under the equity method. The Company did not apply the equity method to its investments in certain affiliates, as they
were considered immaterial. The investments in these affiliates are carried at cost, less any write-down due to impairment
deemed necessary.

The accompanying consolidated financial statements include the accounts of consolidated subsidiaries that have fiscal
year ends other than March 31. The fiscal year ends of such subsidiaries are principally December 31, and the accounts of
these subsidiaries have been used for consolidation purposes, with necessary adjustments being made for significant
transactions taking place in the intervening period.

C) Translations of Foreign Currency Transactions and Accounts

Foreign currency transactions are generally translated using the foreign exchange rates prevailing at the respective transac-
tion dates. Al assets and liabilities denominated in foreign currencies are translated at the foreign exchange rates prevailing
at the respective balance sheet dates. Foreign exchange gains and losses are charged to income.

Revenues and expenses of foreign consolidated subsidiaries are translated into Japanese yen using the average exchange
rates for the period. Assets and liabilities are translated into Japanese yen using the foreign exchange rates prevailing at
the balance sheet dates, and equity accounts are translated using historical rates. The resultant difference is presented
as accumulated translation adjustment and minority interests in consolidated subsidiaries in a separate component of
net assets.

D) Cash and Cash Equivalents
Cash and cash equivalents are comprised of cash on hand, demand depaosits in banks and investments with original
maturities of three months or less.



E) Investment Securities

The Company Group does not classify any of its investment securities as trading or held-to-maturity. Consequentially, the
Company Group classifies all of investment securities as other securities. Other securities with readily determinable market
values are carried at market value as of each respective balance sheet date, and associated unrealized gains and losses,
net of taxes, are reported as a separate component of net assets. The Company Group determines the cost basis of these
securities based on moving average. Other securities that do not have readily determinable market values are stated
at cost.

Significant declines in the value of other securities that are deemed unrecoverable are charged to income.

F) Inventories

With respect to domestic consolidated subsidiaries:
* Petroleum inventories are stated at the lower of cost or market using the average cost method.
* Metals inventories are stated at the lower of cost or market using the first-in first-out method.

Please refer to Note 2 - A (6).

Inventories held by the Company's foreign consolidated subsidiaries are primarily stated at the lower of cost or market
using the first-in, first-out method.

G) Property, Plant and Equipment
Property, plant and equipment, including significant renewals and additions, are carried at cost less accumulated deprecia-
tion. Maintenance and repairs, including minor renewals and improvements, and small purchases of equipment are
expensed as incurred.

Depreciation of property, plant and equiprment is primarily calculated based on the straight-line method, and is provided
over the estimated useful lives as summarized below:

Buildings and structures 7 - 60 years
Machinery and equipment 3 - 15 years

H) Intangible Assets
Amortization of intangible assets, including software for internal use, is primarily computed using the straight-line method
over their estimated useful lives,

1} Allowance for Periodic Repair Works

The Company Group has an allowance for periodic repair works in an amount equal to the estimated cost of periodically
required repairs for oil tanks and machinery and equipment of oil refineries, which is accrued evenly over a peried to the
next scheduled repairs.

J) Allowance for Doubtful Accounts

The allowance for doubtful accounts is calculated based on the aggregate amount of individually estimated credit losses
for doubtful receivables plus an amount calculated using histerical write-off experience over a certain period for receivables
other than doubtful receivables.

K) Allowance for Employee Bonuses
The allowance for employee bonuses is calculated and provided for based on an estimated amount of future payments
attributable to the employee services that have been rendered to the date of the balance sheet,

L} Allowance for Retirement Benefits
The allowance for employee retirement benefits, which is provided for future pension and severance paid at retirement, is
recorded at the amount actuarially computed based on the projected benefit obligation and the estimated fair value of
pension plan assets at the end of the fiscal year.

Unrecognized net transition liabilities at the date of initial application of the accounting standard for retirement benefits
has been amortized on a straight-line basis over a period of ten years.
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Unrecognized actuarial gains or losses and unrecognized prior service cost are recognized as income or expenses for
the fiscal year of occurrence, except for certain consclidated subsidiaries which have elected to amortize them over the
average remaining service period of participating employees.

M) Accrued Retirement Benefits for Corparate Directors and Auditors
Accrued retirement benefits far corporate directors and auditors are provided for based on the amounts computed based
on the internal policy of each company of the Company Group.

In June 2005, the Company abolished its retirement benefit program for the directors and officers of the Company and
its core subsidiaries of the Company Group, and reptaced it with a stock option program. Accordingly, no provision is
made for the related retirement allowance account thereafter.

N} Leases

Finance leases, other than those under which the ownership of leased assets is transferred to the lessee or those contracts
that have bargain purchase provisions, are accounted for in the same manner as operating leases. Foreign consclidated
subsidiaries account for finance leases as assets and obligations as if they bought assets.

O) Derivative Financial Instruments and Hedge Accounting

The Company Group utilizes various derivative financial instruments to manage its exposure to fluctuating commodity
prices, variability in foreign currency exchange rates and changes in interest rates. The Company Group utilizes derivative
financial instruments for supply-demand adjustment and/or for arbitration, not for speculation, in accordance with the
Company’s internal policy. The Company's purchases of these risk-avoiding derivative financial instruments are limited to,
at maximum, the value or units of the items that are being hedged, with the hedge accounting applied in principle.

With respect to forward currency exchange contracts, currency options, interest rate swaps, interest rate caps, commaod-
ity forwards and commodity swaps, the Company Group performs hedge effectiveness assessment to confirm if the
critical terms of the hedging instruments and those of the hedged items are continuously the same during the period of
hedging and, as such, the hedging is expected to be highly effective.

In addition, when interest rate swaps that meet certain required conditions have critical terms matching exactly with
those of financial assets or liabilities that are being hedged, such interest rate swaps are not recognized in the balance
sheet, and net interest paid or received on the swaps is recognized as adjustment to the interest income or expenses on
the financial assets or liabilities that are being hedged.

Derivative financial instruments that are not designated as hedges are carried at market value, with changes in market
value charged to income for the pericd in which they arise.

P) Income Taxes
Provision for income taxes is computed based on income before income taxes and minarity interests. The asset and liability
approach is used to recognize deferred tax assets and liabilities for the expected future tax consequences of temporary
differences between the carrying value amounts and the tax bases of assets and liabilities.

Valuation allowance is established against deferred tax assets to the extent that it is more likely than not that the
deferred tax assets may not be realized within the foreseeable future.

The Company and its certain domestic wholly-owned subsidiaries have been filing the consolidated corporate tax return
in Japan.

Q) Net Income per Share
Net income per share is determined based on the weighted average number of shares of camman stock outstanding
during the relevant fiscal year.

Diluted net income per share assumes the dilution that could occur if stock acquisition rights to issue common stock
were exercised with a stock option program and resulted in the issuance of common stock.



Note 2 - ACCOUNTING CHANGES AND ADOPTION OF NEW ACCOUNTING STANDARDS
A) For the fiscal year ended March 31, 2007

{1) Accounting Standard for Presentation of Net Assets in Balance Sheet

Effective for the year ended March 31, 2007, the Company adopted ~“Accounting Standard for Presentation of Net Assets
in the Balance Sheet” (the Accounting Standards Board of Japan (“ASBJ") Statement No.5, December 9, 2005) and
"Guidance on Accounting Standard for Presentation of Net Assets in the Balance Sheet” (ASB) Guidance No.8, December
9, 2005).

(2) Accounting Standard for Statement of Changes in Net Assets

Effective for the year ended March 31, 2007, the Company adopted “Accounting Standard for Statement of Changes
in Net Assets” (ASBJ Statement No. 6, December 27, 2005) and “Guidance on Accounting Standard for Statement
of Changes in Net Assets” (ASBJ Guidance No.9, December 27, 2005). According to the new accounting standard, the
Company prepares the consolidated statement of changes in net assets for the purpose of reporting the change in each
component of net assets during a fiscal year.

(3) Accounting Standard for Directors’ Bonus

Effective for the year ended March 31, 2007, the Company and its domestic consolidated subsidiaries adopted “Accounting
Standard for Directors® Bonus” (ASBJ Statement No.4, November 29, 2005), under which directors' bonuses shall be
accounted for as an expense for the fiscal period in which such bonuses are incurred. Directors’ bonuses shall be no fonger
accounted for as a deduction from retained earnings, different from the previous periods. As a result of this adoption,
operating income, income before speaial items, and income before income taxes and minority interests decreased by 700
million yen, respectively.

(4) Accounting Standard for Stock Options

Effective for the year ended March 31, 2007, the Company adopted “Accounting Standard for Share-based Payment”
(ASB) Statement No.8, December 27, 2005) and “Guidance on Accounting Standard for Share-based Payment” (ASB)
Guidance No.11, May 31, 2006). The stock options granted on and after the date on which the Corporate Law took effect
in May 2006 are within the scope of this standard. The Company expensed the services rendered as compensation and
credited them as stock acquisition rights in net assets of the consolidated balance sheet for the stock options granted on
July 26, 2006. Due to the adoption of this standard, operating income, income before special items, and income before
income taxes and minority interests decreased by 181 million yen for each.

(5) Accounting Standard for Business Combinations and Accounting Standard for Business Divestitures

Effective for the year ended March 31, 2007, the Company and its domestic consolidated subsidiaries adopted "Accounting
Standard for Business Combinations” {Accounting Standards, issued on October 31, 2003 by the Business Accounting
Coundil in Japan}, “Accounting Standard for Business Divestitures” {ASB) Statement No.7, December 27, 2005) and
“Guidance on Accounting Standard for Business Combinations and Accounting Standard for Business Divestitures” (ASB)
Guidance No.10, December 27, 2005).

Goodwill related to the consolidation adjustment account as well as goodwill related to business rights are presented as
“Goodwill” in the consolidated financial statements since the fiscal year ended March 31, 2007, with goodwill in the
credit account presented as “Negative goodwill.”

Based upon to these standards, the purchase method has been applied to the following accounting transactions in the
fiscal year ended March 31, 2007;

e Acquisition of copper smelting and refining business

* Acquisition of the company owning copper deposit

(6) Accounting Standard for Measurement of Inventories

Effective for the year ended March 31, 2007, the Company and its domestic consolidated subsidiaries earty adopted
"Accounting Standard for Measurement of Inventories” (ASB) Statemnent No.9, July 5, 2006), which shall be effective
from the fiscal year beginning on or after April 1, 2008 and may also be applied to fiscal years prior to the date. The
write-downs of inventories due to decreased profitability shall be recognized as cost of sales, in the case that the net
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selling value falls below the acquisition cost at the end of period, in the same manner as if these inventories were stated
at the lower of cost or market. As a result of this adoption, inventories as of March 31, 2007 decreased by 8,255 million
yen and gross profit, operating income, income before special items, and income before income taxes and minority
interests also decreased by the same amount, respectively.

B) For the fiscal year ended March 31, 2008

(1) Change in Depreciation Method for Property, Plant and Equipment

Effective for the year ended March 31, 2008, the Company and its domestic consolidated subsidiaries applied the depreci-
ation method prescribed in the revised Corporate Tax Law in line with the 2007 Tax Reform, for property, plant and
equipment acquired on and after April 1, 2007. As a resuft of this application, compared to the previous deprediation
method, depreciation costs increased by 766 million yen (7,645 thousand dollars) and operating income decreased by
727 million yen (7,256 thousand dollars), and income before special items and income before income taxes and mincrity
interests decreased by 728 million yen (7,266 thousand dollars) respectively for the fiscal year ended March 31, 2008.

(Additional information)

Concurrently, the Company and its domestic consolidated subsidiaries also applied the depreciation method for the
property, plant and equipment acquired before April 1, 2007, which allowed them to depreciate those assets to 1 yen of
the residual value using the straight-line method evenly aver a period of five years after they reach the depreciable limits.
Due to this additional depreciation, depreciation costs increased by 5,755 million yen (57,441 thousand dollars), operating
income decreased by 5,396 million yen (53,858 thousand dollars) and income before special items and income before
income taxes and minority interests decreased by 5,404 million yen (53,938 thousand dollars) respectively for the fiscal
year ended March 31, 2008, as compared with the case in which the previous method were applied.

(2) Revision of Accounting for Deferred Income Taxes

In accordance with the revision of "Practical Guidelines of Accounting for Deferred Income Taxes in the Consolidated
Financial Statements” (Accounting Practice Committee Report No.6, issued by Japanese institute of Certified Public
Accountants) on March 29, 2007, the Company charged off the deferred tax assets related to the elimination of unreal-
ized gains on inter-company transactions from transfers of subsidiaries’ and affiliates’ stocks. Deferred income tax increased
by 3,966 million yen {39,585 thousand dollars) and net income decreased by the same amount for the fiscal year ended
on March 31, 2008.

Note 3 — SECURITIES AND INVESTMENTS IN SECURITIES
Market value of marketable securities and investments in securities as of March 31, 2007 and 2008 were as follows:
Equity securities

Millions of yen Thousands of L.5. dollars
2007 2008 2008
Acquisition cost ¥19,275 ¥24,574 $245,274
Market value 77,565 63,475 633,546
Gross unrealized gain ¥58,290 ¥38,901 $388,272

The book values of non-marketable investments in securities as of March 31, 2007 and 2008 were 14,223 million yen
and 8,452 million yen {84,360 thousand dollars), respectively.

Note 4 - INVESTMENTS IN NON-CONSOLIDATED SUBSIDIARIES AND AFFILIATES
investments in non-consolidated subsidiaries and affiliates as of March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of U.S. dollars
2007 2008 2008
Marketable equity securities ¥ 23,628 ¥ 37,288 $ 372,173
Non-marketable equity securities 147,646 165,762 1,654,476
Other 948 948 9,462
Total ¥172,277 ¥203,998 $2,036,111




Note 5 - LAND REVALUATION

Pursuant to the Law for Land Revaluation, the Company and certain group companies in Japan revalued their land
used for business activities at March 31, 2000, The resultant adjustment was reflected, net of taxes, in surplus from land
revaluation in net assets of the accompanying consolidated balance sheets.

The tand value for the revaluation was determined based on the market prices in the official notice of the Commissioner
of the National Tax Agency in accordance with Article 2, Paragraph 4 of the Enforcement Qrdinance Concerning Land
Revaluation, with reasonable adjustments to the market price made by the Company Group. The revaluation is permitted
only one time.

Note 6 - ASSETS PLEDGED AS COLLATERAL
Assets pledged as collateral as of March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of U.S. dollars
2007 2008 2008
Investments in securities ¥ 11,186 ¥ 15441 $ 154,117
Property, plant and equipment (at net book value) 354,301 354,426 3,537,539
Other current assets {time deposits) 1,195 1,153 11,508
Other 759 338 3,374
Total ¥367,441 ¥371,358 $3,706,538

In addition, the stock of a consolidated subsidiary used as collateral as of March 31, 2007 and 2008 was 3,051 millicn
yen and 3,051 million yen {30,452 thousand dollars), respectively, which has been eliminated in the consolidated financial
statements,

Note 7 - SHORT-TERM BORROWINGS AND LONG-TERM DEBT
A) Short-term borrowings as of March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of L.5. dollars
2007 2008 2008
Loans principally from banks with the weighted average interest rate of
1.07% as of March 31, 2007 and 1.36% as of March 31, 2008 ¥353,159 ¥345,932 $3.452,759
Commerdial paper 26,000 126,000 1,257,611
Total ¥375,159 ¥471,932 $4,710,370
B) Long-term debt as of March 31, 2007 and 2008 was as follows:
Millions of yen Thousands of U.5. dollars
2007 2008 2008
1.37% unsecured bonds, due 2013 ¥ — ¥ 15,000 $ 143,716
Loans principally from banks,
due 2007 to 2017 with the weighted average interest rate of 1.94%
as of March 31, 2007 and due 2008 to 2018 with the weighted
average interest rate of 1.72% as of March 31, 2008 .
Collateralized 90,599 62,280 621,619
Unsecured 219,679 246,688 2,462,202
310,278 323,968 3,233,537
Less; Amounts due within one year {94,476) (58,242) {581,316)
¥215,802 ¥285,726 $2,652,221
Annual maturities of long-term debt as of March 31, 2008 are as follows:

Fiscal years ending March 31, Millions of yen Thousangs of U.5. dollars
2009 ¥ 58,242 $ 581,316
2010 38,477 384,040
2011 75,290 751,472
2012 36,156 360,874
2013 99,925 997,355
2014 and thereafter 15,878 158,480

¥323,968 $3,233,537
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Note 8 - RETIREMENT BENEFITS

The Company’s domestic consolidated subsidiaries have defined benefit plans and severance indemnity plans. Certain
domestic consolidated subsidiaries also have defined contribution pension plans. A premium on employees’ retirement
benefit may be added upon retirement of the employee. Certain of the Company’s foreign consolidated subsidiaries have

defined benefit plans and defined contribution plans.

A) Allowance for retirement benefits as of March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of U.S. dollars
2007 2008 2008
Projected benefit abligation® ¥(110,021)  ¥{B4,030) $(838,706)
Plan assets at fair value* 45,374 23,573 235,283
Unfunded projected benefit obligation (64,647) (60,457) (603,423)
Unrecognized net transition liabilities 3,300 2,200 21,959
Unrecognized net actuarial losses m 296 2,954
Unrecognized prior service cost — — —_—
Prepaid pension cost (58) {76) (759)
Allowance tor retirement benefits recognized in consolidated balance sheets * ¥ (61,304)  ¥(58,037) $(579.269)

* Gould Electronics Inc., a U.S. consolidated subsidiary of the Company transferred the pension liabilities related to its
defined benefit pension plan to a U.S. insurance company in September 2007, subsequently to the dosure of its foil
plantin April 2006. As a result of the transfer, the projected benefit obligation decreased by 23,116 million yen (230,722
thousand dollars}, the plan assets by 17,733 million yen (176,994 thousand dollars), and the allowance for retirernent

benefits by 5,383 million yen (53,728 thousand dollars), respectively.

B) Net retirement benefit expenses for the fiscal years ended March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of U.5. doliars
2007 2008 2008
Service cost ¥ 3,559 ¥ 3,364 $ 33,577
Interest cost on projected benefit obligation 3,134 2,406 24,014
Expected return on plan assets {1,665) (1.234) (12,317)
Amortization of unrecognized net transition liabilities 1,100 1,100 10,979
Amortization of unrecognized net actuarial losses * 966 2916 29,105
Amortization of unrecognized prior service cost ** 552 — —
Met retirement benefil expenses *** ¥ 7,646 ¥ 8,552 § 85,358

*  The unrecognized net actuarial losses shall be all recorded as a liability due to a new accounting standard issued in
September 2006 in the United States and the corresponding increment was recorded at a time by the amount of

1,377 million yen in the fiscal year ended March 31, 2007.

**  The effect of the partial revision of the retirement benefit plan in the Metals segment in April 2007, the amount of

545 million yen recognized at a time, was included in the fiscal year ended March 31, 2007.

*** |n addition to the above “net retirement benefit expenses,” special retirement benefit costs of 156 million yen and
61 mitlion yen (609 thousand dollars) and the contributions to defined contribution pension plans of 385 million yen
and 442 million yen {4,412 thousand dollars) were charged to income for the fiscal years ended March 31, 2007 and
2008, respectively. Moreover, the required contributions to the corporate pensions under multi-employer pension
plans of 389 million yen {3,883 thousand dollars) were also charged to income for the fiscal year ended March 31,

2008.

C) The assumptions used in the calculation of the above information were as follows:

2007 2008
Discount rate for projected benefit obligation mainly 2.5% mainly 2.5%
Expected return on plan assets mainly 3.0% mainly 3.0%
Amortization period of prior service cost mainly 1 year mainly 1 year
Amortization period of net actuaria! losses mainly 1 year mainly 1 year

Amortization period of net transition liabilities 10 years

10 years




Note 9 - BUSINESS COMBINATIONS

A) For the fiscal year ended March 31, 2007

1) Acquisition of copper smelting and refining business

Effective on April 1, 2006, the Company's consolidated subsidiary, Pan Pacific Copper Co., Ltd. (PPC) acquired the copper
smelting and refining business from Mitsui Mining and Smelting Co., Ltd.

The Company’s whally-owned subsidiary, Nippon Mining & Metals Co., Ltd. has been promoting a comprehensive
business alliance with Mitsui Mining and Smelting Co., Ltd. mainly through PPC, the joint venture between the two
companies. Consequently the refining function operated by the two parent companies was combined into PPC so that it
might promote to further strengthen competitiveness.

The purchase method of accounting has been applied to this acquisition of business as follows :

Millions of yen
Assets ¥ 29,439
Liabilities (16,436)
Goodwil 10,922
Minority interests in the consolidated subsidiary {1,508}
Acquisition cost 22,357
Cash and cash equivalents received {19)
Net acquisition cost ¥ 22,338

2) Acquisition of the company owning copper deposit
Effective on May 12, 20086, the wholly-owned Canadian subsidiary of PPC acquired through a tender offer bid the majority
of outstanding shares of Regalito Copper Corp., 2 Canadian loca! company which owns the rights to Caserones Copper
Deposit, and is expected to be an integrated production platform to promote mining and production of electrolytic copper
and copper products in Chile.

The purchase method of accounting has been applied to this acquisition of business as follows :

Millions of yen

Assets * ¥21,542
Liabilities * (7.236)
Minority interests in the consalidated subsidiary {98)
Acquisition cost 14,208
Acquisition cost paid in the previous fiscal year (64)
Acquisition cost paid in the fiscal year ended March 31, 2007 14,144
Cash and cash equivalents received {131}
Net acquisition cost ¥14,013

* The rights to mineral property after the tax effect consideration are included in the assets above and are evenly amortized
over 5 years. Its related deferred tax liabilities are also included in the liabilities above,

The ownership of outstanding shares was 90.2% as a result of the tender offer bid on May 12, 20086, together with the
shares acquired in the previous fiscal year, and currently it is 93.9% after an additional acquisition held in July 2006.

B) For the fiscal year ended March 31, 2008
There was no material business conbination.
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Note 10 - INCOME TAXES

A) The components of deferred tax assets and liabilities as of March 31, 2007 and 2008 were as follows:

As of March 31, 2007 Millions of yen
Net operating loss carryforward ¥ 38,060
Retirernent benefit obligation 23,644
Eliminations of inter-company transactions 9,018
Securities 23,565
Land 15,539
Impairment of land 7134
Property, ptant and equipment 3,826
Allowance for periodic repair works 3,641
Other investments 1,632
Inventories 4,070
Accrued bonuses to employees 3,603
Accrued enterprise tax 2,497
Loss on business withdrawal 7.561
Other 28,351
Subtotal 172,141
Valuation allowance (98,155)

Total deferred tax assets ¥ 73,986
Land ¥ (45,308)
Unrealized gain on marketable securities {22,657)
Difference between market value and cost of assets

and liabilities of consolidated subsidiaries (6.107)
Reserve for losses on overseas investments (1,990)
Undistributed earnings of foreign affiliates (22,424)
Unrealized gain on the rights to mineral property (6,058)
Deferred hedge gain (3,939)
Other (3,245)
Total deferred tax liabilities ¥(111,728)
Net deferred tax liabilities ¥ (37,742)

As of March 31, 2008 Millions of yen Thousands of U.5. dollars
Net operating loss carryforward ¥ 36,493 $ 364,238
Retirement benefit obligation 22,853 228,097
Eliminations of inter-company transactions 4,543 45,344
Securities 27,253 272,013
Land 15,256 152,21
Impairment of land 7,023 70,097
Property, plant and equipment 3,725 37,179
Allowance for periodic repair works 3,746 37,389
Other investments 1,617 16,139
Inventories 6,814 68,011
Accrued bonuses to employees 3,070 30,642
Accrued enterprise tax 1,751 17,477
Loss on business withdrawal 3,525 35,183
Other 20,043 200,049
Subtotal 157,712 1,574,129
Valuation allowance (88,731) (885,627)
Total deferred tax assets ¥ 68,981 $ 688,502
Land ¥ (44,453) $ (443,687)
Unrealized gain on marketable securities (15,404) (153,748)
Difference between market value and cost of assets

and liabilities of consalidated subsidiaries (6,255) (62,431)
Reserve for losses on overseas investments (4,675) {46,661)
Undistributed earnings of foreign affiliates (29,490) (294,341)
Unrealized gain on the rights to mineral property (5.712) (57,012)
Deferred hedge gain (2,690) {26,849)

_Q_ﬂ'ler (1,575) (15,720)
Total deferred tax liabilities . ¥(110,254) $(1,100,449)
Net deferred tax liabilities ¥ (41,273) $ (411,947)




B) Net deferred tax liabilities as of March 31, 2007 and 2008 were induded in the accompanying consolidated balance
sheets under the foliowing captions:

Millions of yen Thousands of U.S. dollars
2007 2008 2008
Other current assets ¥ 17,362 ¥ 19,231 $ 191,945
Deferred tax assets — non-current 11,237 8,252 82,364
Other current liabilities (3,602) {4,529) (45,204)
Deferred tax liabilities — non-current (62,739) {64,227 (641,052)
Net deferred tax hiabilities ¥(37.742)  ¥(41,273) $(411,047)

C) Reconciliation of statutory tax rate and the effective income tax rate for the fiscal years ended March 31, 2007 and
2008 was as follows:

2007 2008
Statutory tax rate 40.7%| Statutory tax rate 40.7%
Increase {decrease} in taxes resulting from: Increase (decrease) in taxes resulting from:
Eliminations of dividend income 2.2 Eliminations of dividend income 1.8
Changes in valuation allowance 35 Equity in income of non-consolidated {19.9)
Equity in income of non-consolidated {(17.6) subsidiaries and affiliates
subsidiaries and affiliates Deferred tax lishilities for undistributed 9.2
Deferred tax liabilities for undistributed 1.2 earnings of foreign affiliates
eamings of foreign affiliates Deferred tax assets charged off due to elimination of 21
Other (1.2) unrealized gains from transfer of subsidiaries” and
affiliates’ stocks
Other 1.0
Effective income tax rate 38.8% | Effective income tax rate 34.9%

Note 11 - COMMITMENTS AND CONTINGENT LIABILITIES
Commitments and contingent liabilities as of March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of U.S. dollars
2007 2008 2008

Contingent liabilities based on debt assumption agreements ¥ 3,900 ¥y — s —
Notes receivable discounted 11 — —
Debt guarantees:

Non-consolidated subsidiaries and affiliates 2,725 2,030 20,262

Other companies and employees 3,509 2,422 24,174
Total ¥10,145 ¥4,452 $44,436

Note 12 - LEASES
Financing lease transactions whose ownership are not to be transferred were as follows:

A) Lessee
(1) Estimated purchase cost, estimated accumulated depreciation, estimated accumulated impairment losses, and esti-
mated book value of the leased assets as of March 31, 2007 and 2008 were as follows:

Millions of yen
Estimated Estimated Estimated Estimated
purchase accumulated accumnulated boak value
As of March 31, 2007 cost depreciation  impairment losses
Machinery and equipment ¥7,938 ¥3,724 ¥ 52 ¥4,162
Other 914 564 54 296
Total ¥8,852 ¥4,288 ¥106 ¥4,458
Millions of yen
Estimated Estimated Estimated Estimatad
purchase accumulated accumulated book value
As of March 31, 2008 cost depredation  impairment losses
Machinery and equipment ¥7,186 ¥3.424 ¥3 ¥3,759
Other 653 357 [ 283

Total ¥7,839 ¥3,781 ¥ ¥4,047
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Thousands of U.5. dollars

Estimated Estimated Estimated Estimated
purchase accumulated accumulated book value

As of March 31, 2008 cost depreciation  impairment losses
Machinery and equipment $71,723 $34,175 $30 $37.518
Other 6,518 3,563 80 2,875

Total $78,241 $37,738 $110 $40.393
The above estimated purchase cost includes related interest expenses.

(2) Lease payments due under the financing lease transactions as of March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of U.5. dollars
2007 2008 2008
Due within one year ¥1,623 ¥1,336 $13,335
Due after one year 2,858 2,712 27.068
Total ¥4,481 ¥4,048 $40,403

The above obligations included the allowance for impairment losses on leased assets of 23 million yen and 1 million yen
(10 thousand dollars} as of March 31, 2007 and 2008.
The above obligations under finance leases included related interest expenses.

(3) Lease expenses, reversal of the allowance for impairment losses on leased assets and estimated depredation for the
fiscal years ended March 31, 2007 and 2008 were as follows;

Millions of yen Thousands of U.S. dollars
2007 2008 2008
Lease expenses ¥1,646 ¥1,425 $14,223
Reversal of allowance for impairment losses on leased assets 42 22 220
Estimated depreciation 1,604 1,403 14,003

(4) Method of calculation of amount of estimated depreciation
Depreciation is calculated based on the straight-line method over the lease term of the leased assets assuming no
residual value.

B) Lessor
(1) Purchase cost, accumulated depreciation, and book value of the leased assets as of March 31, 2007 and 2008 were as
follows:

Millions of yen
Purchase Accurmilated Book value
As of March 31, 2007 cost depredation
Machinery and equipment ¥4,582 ¥2,795 ¥1,787
Other 332 268 64
Total ¥4,914 ¥3,063 ¥1,851
Millions of yen
Purchase  Accumulated Book vatue
As of March 31, 2008 cost depredation
Machinery and equipment ¥4,116 ¥2,463 ¥1,653
Qther 206 161 45
Total ¥4,322 ¥2,624 ¥1,698

Thousands of U.S. dollars

Purchase Accumulated 8ook value

As of March 31, 2008 cast depreciation
Machinery and equipment $41,082 $24,583 $16,499
Other 2,056 1,607 449

Total $43,138 $26,190 $16,948




{2) Lease revenues due under the financing lease transactions as of March 31, 2007 and 2008 were as follows:

Mitlions of yen Thousands of U.S. dollars
2007 2008 2008
Due within one year ¥ 688 ¥ 601 $ 5,999
Due after ane year 1,416 1,351 13,484
Total ¥2,104 ¥1,952 $19,483

The above claims under finance leases included related interest income.

{3} Lease incomes and depreciation for the fiscal years ended March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of U.S. dollars
2007 2008 2008
Lease incomes ¥851 ¥724 $7.226
Depreciation 684 629 6,278

Note 13 - UNREALIZED GAINS {LOSSES) ON DERIVATIVES
The Company Group primarily utilizes various derivative financia! instruments in order to offset the risks of assets and
liabilities due to fluctuations in commadity prices, foreign currency exchange rates and interest rates and applies hedge
accounting. The Company Group does not utilize derivative financial instruments for speculative purposes.

Principal hedging instruments and hedged items are as follows:

Hedging instruments

Hedged iterns

Forward currency contracts and currency option contracts

Import of raw materials and export of products

Interest rate swap contracts and interest rate cap contracts

Long-term debt and loans

Commodity forward contracts and commodity swap contracts

Purchase of raw materials and sale of products

Unrealized gains (losses) on derivatives as of March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of U.S. dollars
2007 2008 20038
Currency-related transactions ¥ 1 Y466 $4,651
Commodity-related transactions (294) 246 2,455
Total unrealized gains (losses) ¥(293) ¥712 $7.106

The amounts presented above exclude derivatives accounted for as hedges.

Note 14 - SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
The main components of selling, general and administrative expenses for the years ended March 31, 2007 and 2008 were

as follows:

Millions of yen Thousands of U.S. dollars
2007 2008 2008
Freight ¥36,200 ¥35,735 $356,672
Sales commission 9,105 9,121 91,037
Fees for outsourced services 10,757 12,335 123,116
Rental expenses 13,909 13,826 137,998
Employees’ salaries 23,248 23,478 234,335
Employees’ benuses 8,294 6,989 69,757
Retirement benefit expenses 2,368 5,561 55,505
Depreciation and amortization 9.439 12,845 128,206

Note 15 — RESEARCH AND DEVELOPMENT COSTS

Research and development costs included in manufacturing cost and selling, general and administrative expenses for
the years ended March 31, 2007 and 2008 were 10,047 million yen and 11,759 million yen {117,367 thousand dollars),
respectively.
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Note 16 — IMPAIRMENT LOSSES

For the years ended March 31, 2007 and 2008, the Company Group recognized impairment losses on fixed assets refated
to the significant decline in the market value of its land as well as to the overall deterioration of its business environment,
which consisted of the following :

For the fiscal year ended March 31, 2007 Millions of yen
Domestic:
Unutilized assets {land, constructions and others) ¥1,462
Assets for rent (land) 91
Assets for Petroleum business (land) 324
Domestic subtotal 1,877
Total ¥1,877

In Japan, the recoverable amounts of the assets for the Petroleum business and the assets for rent were primarily
measured as value in use equivalent to the present value of their future cash flows, discounted at 5%, with the unutilized
assets’ measured as net selling price.

For the fiscal year ended March 31, 2008 Miltions of yen Thousands of U.S. dollars
Domestic:
Unutilized assets (land, machinery and equipment and others) ¥1,864 $18,605
Assets for rent (fand, buildings and others) 80 798
Domestic subtotal 1,944 19,403
Overseas:
Assets for Metals business (machinery and equipment and others) 734 7,326
Total ¥2,678 $26,729

In Japan, the recoverable amounts of the assets for the assets for rent were primarily measured as value in use equivalent
to the present value of their future cash flows, discounted at 5%, with the unutilized assets’ measured as net selling price.

In the overseas, the recoverable amounts of the assets for the Metals business were measured as value in use equivalent
to the present value of their future cash flows, discounted at 10%.

Note 17 - REORGANIZATION AND RESTRUCTURING COSTS

For the fiscal year ended March 31, 2007, reorganization and restructuring casts comprised additional restructuring costs
of electronic materials business in the United States of 3,234 million yen and specia! loss related to withdraw from metal
manufacturing business in Korea of 1,754 million yen. For the fiscal year ended March 31, 2008, it was not charged
to income.

Note 18 - STOCK OPTION PLAN
A) Expensed amount
Expensed amount on stock aptions for the fiscal years ended March 31, 2007 and 2008 were as follows:

Millions of yen Thousands of U.S. daflars
2007 2008 2008
Selling, general and administrative expenses ¥181 ¥189 $1,886

B) Information on stock options

Number of shares
initially granted
Stock options granted on July 1, 2005 From July 2, 2005 to June 30, 2025 362,000
Stock options granted on July 26, 2006 From July 27, 2006 to June 30, 2026 210,500
Stock options granted on August 9, 2007 From August 10, 2007 to June 30, 2027 204,000

Exercise period




C) Changes in number and unit price

Changes in the number and the unit price of stock options outstanding for the fiscal year ended March 31, 2008 were
as follows:

{1) Changes in number of stock options

Mumber of shares
Stock options granted  Stock options granted Stack options granted

on July 1, 2005 on July 26, 2006 on August 9, 2007
As of March 31, 2007 ' 340,500 210,500 —
Vested — . — 204,000
Exercised 36,500 10,000 —
Expired — — —
As of March 31, 2008 304,000 200,500 204,000

(2) Unit price of stock options
Yen
Stock options granted  Stock options granted Stock options granted

on July 1, 2005 an July 26, 2006 on August 9, 2007
Exercise price ¥ 1 ¥ 1 ¥ 1
Average market price of share at exercise 867 1,009 -—_
Fair value per stock option at grant date * - 860 926

* Stock options granted on July 1, 2005 were issued at no cost under the farmer Corporate Law (the Commercial Code),
while those issued thereafter under the Corporate Law implemented in 2006,

Note 19 - SEGMENT INFORMATION

A) Business segment information

The operations of the Company Group for the fiscal years ended March 31, 2007 and 2008 were summarized by product
group as follows:

Millions of yen
As of and for the Eliminations
fiscal year ended March 31, 2007 Petroleurn Metals Cther Operations Total or Corporate  Consolidated
Sales:
Cutside custamers ¥2,750,827 ¥1,021,563 ¥30,057 ¥3,802,447 ¥ — ¥3,802,447
Inter-segment 4,877 2,525 35,640 43,042 (43,042) -
Total 2,755,704 1,024,088 65,697 3,845,489 {43,042) 3,802,447
Operating costs and expenses 2,679,793 971,757 62,280 3,713,830 {43,641) 3,670,189
Operating income 75,911 52,3314 3,417 131,659 599 132,258
Income before special items 81,918 134,050 7.590 223,558 678 224,236
Identifiable assets, depreciation and
amortization, impairment losses and
capital expenditures
Assets 1,236,312 780,669 474,402 2,491,383 {434,976) 2,056,407
Depredation and amortization 29,054 21,996 514 51,564 ] 51,595
Impairment losses 1,610 127 — 1,737 140 1,877
Capital expenditures 62,257 85,453 791 148,501 118 148,619

Breakdown of Metals segment

Millions of yen

Resources Electronic Metal

and Metals Materials Manufacturing Eliminations Total
Sales:
Outside customers ¥844,795 ¥124,218 ¥52,550 ¥ — ¥1,021,563
Inter-segment 42,241 5,333 17,846 (62,895) 2,525

Total 887,036 129,551 70,396 (62,895) 1,024,088

Operating costs and expenses 841,897 130,294 64,320 (64,754) 971,757
Operating income {loss) 45,139 (743) 6,076 1,859 52,331

Income (loss) before spedal items 127,762 {2,198) 6,627 1,859 134,050
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As of and for the

Millions of yen

Eliminations

fiscal year ended March 31, 2008 Petroleum Metals Other Operations Total or Corporate Consolidated
Sales:
Qutside customers ¥3,189,776 ¥1,116,736 ¥32,960 ¥4,339,472 ¥ — ¥4,339,472
Inter-segment 4,158 2,909 43,578 50,645 (50,645) —
Total 3,193,934 1,119,645 76,538 4,390,117 (50,645) 4,339,472
Operating costs and expenses 3,131,472 1,084,748 70,701 4,286,921 {50,635) 4,236,286
Operating income 62,462 34,897 5,837 103,196 (10) 103,186
ncome befare special items 67,847 113,395 11,254 192,496 (470) 192,026
Identifiable assets, depreciation and '
amortization, impairment losses and
capital expenditures
Assets 1,409,106 769,690 677,197 2,855,993 (604,785) 2,251,208
Depreciation and amortization 35,725 26,506 519 62,750 113 62,863
Impairment losses 1,892 759 10 2,661 17 2,678
Capital expenditures 68,773 33,749 645 103,167 487 103,654
Breakdown of Metals segment
Millions of yen
Resources Electronic Metal
and Metals Materials Manufacturing Eliminations Total
Sales:
Outside custorners ¥947,620 ¥116.241 ¥52,875 ¥ — ¥1,116,736
Inter-segment 51,895 5,086 20,836 (74,908) 2,909
Total 999,515 121,327 73,711 (74,908) 1,119,645
Operating costs and expenses 965,601 125,804 68,266 (74,923) 1,084,748
Operating income (loss) 33,914 (4,477) 5,445 15 34.897
Income (loss) befare special items 114,438 (6,449) 5,391 15 113,395
Thousands of U.S. doltars
As of and for the Eliminations
fiscal year ended March 31, 2008 Petrofeun Metals Other Operations Tosal or Corporate Consolidated
Sales:
Outside customers $31,837,269 $11,146,182 § 328,975 $43,312426 § —  $43,312,426
Inter-segment 41,501 29,035 434,954 505,490 (505,490) —
Total 31,878,770 11,175,217 763,929 43,817,916 (505,490) 43,312,426
Operating costs and expenses 31,255,335 10,826,909 705,669 42,787,913 (505,390) 42,282,523
QOperating income 623,435 348,308 58,260 1,030,003 (100) 1,029,903
Income before special items 677,183 1,131,800 112,327 1,921,310 {4,692) 1,916,618
Identifiable assets, depreciation
and amortization, impairment losses
and capital expenditures
Assets 14,064,337 7,682,304 6,759,128 28,505,769 {6,036,381) 22,469,388
Depreciation and amortization 356,573 264,557 5,180 626,310 1,128 627,438 °
Impairment losses 18,884 1.576 100 26,560 169 26,729
Capital expenditures 686,426 336,850 6,438 1,029,714 4,860 1,034,574
Breakdown of Metals segment
Thousands of U.5. dollars
Resources Electronic Metal
and Metak Materials Manufacturing Eliminations Total
Sales:
Qutside customers $9,458,229  $1,160,206 $527,747 $ —  $11,146,182
Inter-segment 517,966 50,763 207,965 (747,659) 29,035
Total 9,976,195 1,210,969 735,712 {747.659) 11,175,217
Operating costs and expenses 9,637,698 1,255,655 681,365 (747,809) 10,826,909
Operating income (loss) 338,497 (44.686) 54,347 150 348,308
Income {loss) before special items 1,142,210 (64,368) 53,808 150 1,131,800




Main products for each segrment are the following:

Petroleum

resource development, gasoline, naphtha, kerosene, gas oil, heavy fuel ail,
petrochemicals, liquefied petroleum gas, lubricating oil, ship transport, etc.

Metals copper foils, sputtering targets, compound semiconductor materials, etc.

<Resources and Metals>
resource development, copper, gold, silver, sulfuric acid, ship transport, etc.

<Electronic Materials >

<Metal Manufacturing >
wrought copper and copper alloy products, special steel products, precision
products, etc.

Other Operations

information service, engineering, electric wires, cables, titanium, land transport,
common group administrative activities such as fund procurement, etc,

Changes in segment classification

In April 2006, three core metals-related businesses of the Company Group, namely Nippon Mining & Metals Co., Ltd.,
Nikko Materials Co., Ltd. and Nikko Metal Manufacturing Co., Ltd. were merged to form a newly integrated company,
Nippon Mining & Metals Co., Ltd. As a result, three segments, Resources and Metals, Electronic Materials and Metal
Manufacturing, were integrated into the Metals segment. Concurrently; classification of businesses among segments was
partially changed. For disclosure of the financial results of metals-related segments, the Metals segment is classified into
three segments, Resources and Metals, Electronic Materials and Metal Manufacturing as in the past.

{Note)

(m

@)

3)

()

As noted in Note 2 - A (3), on November 29, 2005, ASBJ issued “Accounting Standard for Directors’ Bonus.” During
the fiscal year ended March 31, 2007, the Company and its domestic conscfidated subsidiaries adopted this
standard.

As 3 result of this adoption, in the fiscal year ended March 31, 2007, operating costs and expenses increased by 312
million yen and operating income and income before special items decreased by the same amount for the Petroleum
segment and operating costs and expenses increased by 264 million yen and operating income and income before
special items decreased by the same amount for the Metals segment and operating costs and expenses increased by
124 million yen and operating income and income before special items decreased by the same amount for the Other
Operations segment.

As noted in Note 2 - A (4), on December 27, 2005, ASBJ issued “Accounting Standard for Share-based Payment” and
on May 31, 2006, "Guidance on Accounting Standard for Share-based Payment.” During the fiscal year ended March
31, 2007, the Company and its domestic consolidated subsidiaries adopted this standard.

As a result of this adoption, in the fiscal year ended March 31, 2007, operating costs and expenses increased by 118
million yen and operating income and income before special itemns decreased by the same amount for the Petroleum
segment and operating costs and expenses increased by 63 million yen and operating income and income before
special iterns decreased by the same amount for the Metals segment.

As noted in Note 2 - A (6}, the Company and its domestic consolidated subsidiaries early adopted *Accounting
standard for Measurement of Inventories” from the fiscal year ended March 31, 2007.

As a result of this adoption, inventories as of March 31, 2007 decreased by 975 million yen and operating income
and income before special items decreased by the same amount for the Petroleum segment, and in the same manner
decreased by 7,210 million yen far the Metals segment, by 70 million yen for the Other Operations segment.

As noted in Note 2 - B (1), effective for the fiscal year ended March 31, 2008, the Company and its domestic
consolidated subsidiaries applied the depreciation method prescribed in the revised Corporate Tax Law in line with the
2007 Tax Reform, for property, plant and equipment acquired on and after April 1, 2007.

As a result of this application, in the fiscal year ended March 31, 2008, as for the Petroleum segment, depreciation
costs increased by 504 million yen (5,030 thousand dollars), accordingly, operating costs and expenses increased
by 498 million yen (4,971 thousand dollars) and operating income and income before special items decreased by
the same amount, while assets decreased by 497 million yen (4,961 thousand dollars). As for the Metals segment,
depreciation costs increased by 245 million yen {2,445 thousand dollars), operating costs and expenses increased
by 214 million yen (2,136 thousand dollars), operating income decreased by the same amount and income before
special items decreased by 215 million yen (2,146 thousand dollars), while assets decreased by 214 million yen (2,136
thousand dollars). As for the Other Operations segment, there was only a slight impact.
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(5) As noted in the additional information of Note 2 - B (1), the Company and its domestic consolidated subsidiaries
applied the depreciation method for property, plant and equipment acquired before April 1, 2007, which aliowed
them to depreciate those assets to 1 yen of the residual value using the straight-line method evenly over a pericd of
five years after they reach the depreciable limits.

As a result of this application, in the fiscal year ended March 31, 2008, as for the Petroleum segment, depreciation
costs increased by 4,740 million yen (47,310 thousand dollars), operating costs and expenses increased by 4,451
million yen (44,426 thousand dollars) and operating income and income before special items decreased by the
same amount, while assets decreased by 4,443 million yen (44,346 thousand dollars). As for the Metals segment,
depreciation costs increased by 991 million yen (9,891 thousand dolflars), operating costs and expenses increased by
933 million yen {9,312 thousand dollars), operating incomne decreaséd by the same amount and income before special
items decreased by 941 million yen (9,392 thousand dollars), while assets decreased by 937 million yen (9,352 thou-
sand dollars). As for the Other Operations segment, there was only a slight impact.

B) Overseas sales
Overseas sales, which represents sales to overseas customers, and the ratios of overseas sales to consclidated net sales for
the fiscal years ended March 31, 2007 and 2008 were summarized by geographic region as follows:

Millions of yen

For the fisca! year ended March 31, 2007 Asia Others Total
Overseas sales ¥511,582 ¥50,327 ¥ 561,909
Consolidated net sales —_ — 3,802,447
Ratio of overseas sales to consolidated net sales (S6) 13.5 1.3 14.8

Millions of yen

For the fiscal year ended March 31, 2008 Asia Others Total
Overseas sales ¥604,336 ¥52,522 ¥ 656,858
Consplidated net sales — — 4,339,472
Ratio of overseas sales to consolidated net sales (%) : 13.9 1.2 15.1

Thousands of U.S. doltars

For the fiscal year ended March 31, 2008 Asia Others Total
Overseas sales $6,031,899 $524,224 § 6,556,123
Consalidated net sales — — 43,312,426

Ratio of cverseas sales to consolidated net sales (%) 13.9 1.2 15.1
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Report of Independent Auditors

The Board of Directors
Nippon Mining Holdings, Inc.

We have audited the accompanying consolidated balance sheets of Nippon Mining Holdings,
Inc. and consolidated subsidiaries as of March 31, 2007 and 2008, and the related
consolidated statements of income, changes in net assets, and cash flows for the years then
ended, all expressed in yen. These financial statements are the responsibility of the
Company’s management. QOur responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation.  We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Nippon Mining Holdings, Inc. and consolidated
subsidiaries at March 31, 2007 and 2008, and the consolidated results of their operations and
their cash flows for the years then ended in conformity with accounting principles generally
accepted in Japan.

As described in Note 2, cffective for the year ended March 31, 2007, Nippon Mining
Holdings, Inc. and its domestic consolidated subsidiaries early adopted “Accounting Standard
for Mcasurcment of Inventories”(ASBJ statement No.9, July 5, 2006). As described in Note
19, effective in April 2006, the Company changed the classification of its business segments.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect
to the year ended March 31, 2008 are presented solely for convenience. Qur audit also

included the translation of yen amounts into U.S. dollar amounts and, in our opinion, such
translation has been made on the basis described in Note 1.

June 19, 2008

A Memger OF ERNST & YOunG GLosal




MSTUME UTTTPFallico (Lonsolidated subsidiaries and Equity-method affiliated companies)

{As of March 31, 2008)

Petroleum (lapan Energy Group)

Japan Energy Corporation

Japan Energy Development Co., Ltd.
NMC Pearl River Mouth Oil Development Co., Ltd.
Southern Highlands Petroleum Co., Ltd.
Kashima Oil Co., Ltd.

Kashima Aromatics Co., Ltd.
JOMO-NET Sapporoe Co., Ltd. *'
JOMO-NET Tohoku Co., Ltd. *!
JOMQ-NET Kitakanto Co., Ltd. *’
JOMO-NET Higashitokyo Co., Ltd. *!
JOMO-NET Nishitokyo Co., Ltd. *!
JOMO-NET Minamikanto Co., Ltd. **
JOMO-NET Tokai Co., Ltd. *!
JOMO-NET Kansai Co., Ltd. *!
JOMO-NET Sanyo Co., Ltd. #?
JOMO-NET Kyushu Co., Ltd. *'

JOMOQ Retail Service Co., Ltd.

100.0%
100.0%
100.0%

80.0%

70.7%

80.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%

Percentage of voting rights

J-Quest Co., Ltd. 100.0%
Asia Shoji Co., Ltd. 100.0%
JOMO Sun Energy Co., Ltd. 100.0%
Japan Energy (Singapore) Pte. Ltd. 100.0%
Nikko Liquefied Gas Co., Ltd. 51.0%
Kyo-Pro Co., Ltd. 100.0%
JOMO-Pro Kanto Co., Ltd. 100.0%
Petrocokes, Ltd. 85.0%
Irvine Scientific Sales Co., Ltd. 100.0%
Nissho Shipping Co., Ltd. 72.5%
Nippon Tanker Co., Ltd. 100.0%
JOMOQ Enterprise Co., Ltd. 100.0%
JOMO Support System Co., Ltd. 100.0%
Abu Dhabi Oil Co., Ltd. 31.5%
United Petroleum Development Co., Ltd. 35.0%
am/pm JAPAN Co., Ltd. 20.0%

Percentage of voting ri'ghts

Metals {Nippon Mining & Metals Group)

Nippon Mining & Metals Co., Ltd.
Nippon Mining of Netherands B.V.
Nippon LP Resources B.V.

Kasuga Mines Co., Ltd.

Japan Korea Joint Smelting Co., Ltd.
Pan Pacific Copper Co., Ltd.

Nikko Smelting & Refining Co., Ltd.
Hibi Kyodo Smelting Co., Ltd.

Pan Pacific Copper Taiwan Co., Ltd.
Pan Pacific Copper Shanghai Co., Ltd.
PPC Canada Enterprises Corp.
Minera Lumina Copper Chile S.A.
Compania Minera Quechua S.A.
Japan Copper Casting Co., Ltd.
Changzhou Jinyuan Copper Co., Ltd.
Kurobe Nikke Galva Co., Ltd.

Nikko Shoji Co., Ltd.

Nikko Shoji Taiwan Co., Ltd. *2
Nikko Art & Craft Co., Ltd.

Nikko Environmental Services Co., Ltd.
Tomakomai Chemical Co., Ltd.
Nikko Tsuruga Recycle Co., Lid.
Nikko Mikkaichi Recyde Co., Ltd.
Nikko Plant Saganoseki Co., Ltd.
Nippon Marine Co., Ltd.

100.0%
100.0%

60.0%
100.0%

80.0%

66.0%
100.0%

63.5%
100.0%
100.0%
100.0%
100.0%
100.0%

65.0%

58.0%

93.4%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%

Circum Pacific Navigation Co., Ltd. 100.0%
Nikko Logistics Partners Ca., Ltd. 90.0%
Nissho Kou-un Co., Ltd. 100.0%
Nikko Exploration and Development Co., Ltd. 100.0%
Nikko Drilling Co., Ltd. 100.0%
Minera Los Pelambres 25.0%
Japan Collahuasi Resources B.V. 30.0%
JECO Corporation 20.0%
LS-Nikko Copper Inc. 49.9%
Hitachi Wire Rod Co., Ltd. 20.0%
Nikko Materials Philippines, Inc. *? 100.0%
Gould Electronics GmbH 100.0%
Nikko Materials USA, Inc. *? 100.0%
Nikko Materials Taiwan Co., Ltd. *? 100.0%
Nikko Materials Korea Co., Ltd. *? 100.0%
Nikko Fuji Electronics Co., Ltd. 100.0%
Nikko Fuji Electronics Dongguan Co., Ltd. 100.0%
Nikko Coil Center Co., Ltd. 100.0%
Nippen Precision Technology (Malaysia) Sdn. Bhd. 80.5%
Nippon Mining Taiwan Co., Ltd. *? 100.0%
Nippon Mining Shanghai Co., Ltd. 100.0%
Nippon Mining & Metals (Suzhou) Co., Ltd. 100.0%
Nikko Fuji Precision (Wuxi) Co., Ltd. 100.0%
Poongsan-Nikko Tin Plating Corp. 40.0%

Percentaqe of voting rights

Other Operations (Independent Operating and Functiona! Support Companies)

Central Computer Services Co., Ltd. **

Nichiyo Engineering Corporation

Nikko Real Estate Co., Ltd.

Automax Co., Ltd.

Nippon Mining Finance Co., Ltd.

Nippon Mining Procurement Inc.

Nippon Mining Research & Technalegy Co., Ltd.

*1 Integrated with the newly established company, IOMO-NET Co, Ltd., in July 2008

100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%

Nippon Mining Business Support Co., Ltd. 100.0%
Nippen Mining Ecomanagement, Ing. 100.0%
Nippon Mining Insurance Services Co., Ltd. 100.0%
Nippon Mining IT Co., Ltd. 100.0%
Tatsuta Electric Wire and Cable Co., Ltd. 335%
Toho Titanium Co., Ltd.** 42.7%
Maruwn Corporaticn 43.4%

*2 Nikko Shoji Taiwan Co., Ltd. merged with Nikko Materials Tatwan Co., Ltd. and Nippon Mining Taiwan Co., Ltd. in April 2008, and the corporate name of the surviving

company was changed to Nikko Metals Taiwan Co., Lid.

*3 Nikko Materials Philippines, Inc, and Nikko Materials Korea Co., Ltd. corporate names were changed to Nikko Metals Philippines, inc. and Nikko Metals Korea Co., Ltd.,
respectively, in April 2008, and Nikko Materials USA, Inc. corporate name was changed to Nikko Metals USA, Inc. in June 2008.

*4 in April 2008, the Company transferred 60% of shares held in wholly-owned subsidiary Central Computer Services Co., Ltd. (CCS) to NTT DATA Corporation.
The CCS corporate name was changed to NTT DATA CCS Corporation, and became an equity-method affiliate of the Cornpany.

*5 Following the Toho Titanium Co., Ltd. annual shareholders’ meeting hetd on June 27, 2008, Nippon Mining Group members constituted a majority of the Tobe Titanium
board of directors, which became a consolidated subsidiary of the Company.
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(As of July 31, 2008)
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Petroleum (lapan Energy Group)
© Mizushima Qil Refinery, Japan Energy © Kawasaki LP-Gas Terminal, Japan Energy © Nakajo Qil and Gas Field, Japan Energy
@ Chita Qil Refinery, Japan Energy © Kashima Oil Refinery, Kashima Oil Co., Ltd. Development Co., Ltd.
© Funakawa Works, Japan Energy © Kashima Plant, Kashima Aromatics
O Sodegaura Lubricants Plant, Japan Energy Co., Ltd.
Metals (Nippon Mining & Metals Group)
Metals O Tomakomai Chemical Co., Ltd. © Kurami Works, Kawasaki Plant,
© Hitachi Works, Nikko Smelting & Refining ) Nikko Mikkaichi Recydle Co., Ltd. Nippon Mining & Metals
Ca., Ltd. @ Nikko Tsuruga Recycle Co., Ltd. @ Ischara Plant, Nikko Fuji Electronics Co., Ltd.
€) Saganoseki Smelter & Refinery, Nikko @ Hitachi Plant, Nikko Fuji Electronics Co., Ltd.
Smelting & Refining Co., Ltd. Electronic Materials @ Kurami Office, Nikko Coit Center Co., 1td.
© Tamano Smelter, Hibi Kyodo Smelting © Isohara Works, Nippon Mining & Metals D Kawasaki Plant, Nikko Coil Center Co., Ltd.
Co., Ltd. © Shirogane Works, Nippen Mining & Metals
O Kasuga Mines Co., Ltd. @ Toda Works, Nippon Mining & Metals
@ lapan Copper Casting Co.,Ltd. Q Takatsuki Plant, Nikka Shaoji Co., Ltd.
O Kurobe Nikko Galva Co., Ltd. @ Ichinoseki Foil Manufacturing Co., Ltd.
© Nikko Environmental Services Co. Ltd. © Kurami Works, Nippon Mining & Metals

Other Operations (Independent Operating and Functional Support Companies)

© Osaka Plant, Tatsuta Electric Wire and © Fukuchiyama Plant, Tatsuta Electric Wire O Hitachi Plant, Toho Titanium Co., Ltd.
Cable Co., Ltd. and Cable Co., Ltd. @ Yahata Plant, Toho Titanium Co., Ltd.
© Chigasaki Plant, Toho Titanium Co., Ltd.
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Petroleum (Japan Energy Group)

© Japan Energy (U.K.) Ltd.
€ Abu Dhabi Oil Co., Ltd.
© United Petroleumn Development Co., Ltd.
@ Japan Energy Corporation Beijing Office

© NMC Pearl River Mouth Oil Development
Co., Ltd.

© Shanxi Japan Energy Lubricants Co., Ltd.

© Japan Energy (Shanghai) Trading Co., Ltd.

! Metals (Nippon Mining & Metals Group)

© Japan Energy (Singapore) Pte. Ltd.

© Southern Highlands Petroleum Co., Ltd.
{0 Japan Energy Oceania Pty., Lid.

@ Irvine Scientific Sales Co., Ltd.

Metals

@ Changzhou Jinyuan Copper Co., Ltd.

© Nippon Mining & Metals Co., Ltd.
Shanghai Office

@ Fan Pacific Copper (Shanghai) Co., Ltd.

© LS-Nikko Copper Inc.

© Nippon Mining & Metals Co., Ltd.
Australia Office

O Collahuasi Mine

© Escondida Mine

© Los Pelambres Mine

© Nippon Mining & Metals Co., Ltd.
Chile Office

@ Pan Pacific Copper Co., Ltd. Chile Office

D Nikko Metals Taiwan Co., Ltd.

Electronic Materials

© Nikko Metals USA, Inc.

© Gould Electronics GmbH

© Nikko Metals Philippines, Inc.

O Nikka Metals Hong Kong Ltd.

6 Nikko Metals Singapore Pte. Ltd.

@ Nikko Metals Korea Co., Ltd.

€ Nikko Metals Suzhou Co., Lid.

@ Nikko Metals Europe GmbH

€ Nikko Fuji Electrenics Dongguan Co., Ltd.

) Nikko Fuji Precision (Wuxi) Co., Ltd.

@ Nippon Mining & Metals
(Suzhou) Co., Ltd.

@ Nippon Precisian Technology (Malaysia)
Sdn. Bhd.

(® Nippon Mining Shanghai Co., Ltd.

® Materials Service Complex Malaysia
Sdn. Bhd.

® Poongsan-Nikko Tin Plating Corp.
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(As of March 31, 2008)

Share information

Number of Shares Issued 928,462,002

Number of Shareholders 91,668

Stock Exchange Listings Tokyo, Osaka, Nagoya
Securities Code 5016

Trading Unit 500 shares

Administrator of The Chuo Mitsui Trust
Shareholders' Register and Banking Co., Ltd.

Fiscal Year-End March 31
General Shareholders’ Meeting | June

Types of shareholders T - I

.~ = —— -

Securities
Companies 3.03%
Others 0.01%

Treasury Stock  0.11% Individuals 12.50%

Overseas Investors ¢
39.42%

Domestic

Corporations Financial Institutions

5.00% 39.93%
Major shareholders
Name of shareholder Number of Percentage of

shares held total issued shares
(Thousands of shares) (%)

The Master Trust Bank of Japan, Ltd. {held in trust account) 83,224 8.96
Japan Trustee Services Bank, Ltd. {held in trust account) 81,536 878
Mizuho Corporate Bank, Ltd. 22172 2.39
Trust & Custody Services Bank, Ltd. (held in securities investment trust account) 16,612 1.79
State Street Bank and Trust Company 505103 16,596 1.79
Teikoku Qil Co., Ltd. 14,477 1.56
BNP Paribas Securities (Japan) Limited 14,199 1.53
Sompe Japan Insurance Inc. 13,982 1.51
State Street Bank and Trust Compa'ny 12,869 1.39
Investors Bank and Trust Company (West—Pension Fund Clients 12,584 1.36

I'Shzrré price range and Trading volume

1,500/ Share price (Yen)

fooeel

200i Trading volume

{million shares) [
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50
L]
Years ended March 31 003 2004 2005 2006
High (Yen) 277 519 642 1,024 1,162 1,286
Low (Yen) 99 193 400 565 753 498
At year-end (Yen) 242 494 589 9393 1,017 528
Market capitalizaton*
{Billions of yen) 2053 4151 4997 8425 944.2 4580.2

+ Calculated with desing share price at the end of the term multipled by the number of shares outstanding at the end of the term {induding treaury stock)




NIPPON MINING HOLDINGS, INC.

2-10-1 Toranomon, Minato-ku, Tokyo, 105-0001 Japan
Telephone: 8140} 3-5573-5123
http:/Avww.shinnikko-hd.co.jp/english
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Nippan Mining Holdings supports the Kizukai Movement (care for forests in Japan) promoted
9 by Japan's Forestry Agency. in the printing of this annual report for 2008, we have arranged for .
-

/3
@m 3 thinned timber from a contracted forest in Hara in Magano Prefecture to be used for the paper. — .
S This helps regenerate the forest, increasing the volurne of carbon dioxide they can absarh. . ——— "~ Printed in lapan
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