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THE ITOHAM GROUP'S MANAGEMENT PoLICY
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The Itoham Group’s management policy is to create corporate value over
the long term. Since its establishment, the Itoham Group has promoted a
corporate philosophy of “Service to society through business.”

Our basic philosophy embodies our commitment to “Supply high-quality
products and consumer-centric services that contribute to healthy lifestyles
and foster a rich food culture.” The following five points represent the basic
approach we have adopted to realize our aims.

(1) Achieve greater corporate transparency through disclosure of business

information to create corporate value over the long term.

(2) Provide the “safe and reliable, fresh and high quality” products that
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consumers deserve.

(3) Prepare to respond with ever-increasing speed to our customers’ needs
and raise our ability to offer value proposals that satisfy them.

(4) Remain conscious of the environment and consistently strive for a
harmonious balance between the environment and society.

(5) Create avibrant workplace environment where all individuals can strive

to improve themselves, aware that their business activities should

contribute to society.

Based on this basic approach, the Itoham Group will move forward as a
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vibrant and active company and develop a Group management style capable

of making a meaningful contributing to society.
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Fi1vE-YEAR CONSOLIDATED FINANCIAL HIGHLIGHTS
5000000000

Years ended March 31
Thousands of
Millions of yen U.S. dollars
1998 1999 2000 2001 2002 2002
Net sales goo ¥468,947 ¥450,105 ¥470,453 ¥475,519 ¥465,639 $3,494,477
Cost of sales gooad 370,406 350,386 364,362 370,946 372,775 2,797,561
Selling, general and
administrative expenses gooooooood 90,649 92,199 93,418 93,369 91,862 689,396
Operating income gooad 7,892 7,520 12,673 11,204 1,002 7,520
Non-operating income (loss) 00000 (891) (572) 206 803 1,276 9,576
Ordinary income oood 7,001 6,948 12,879 12,007 2,278 17,096
Special profit (loss) 0ooo (1,084)  (986) (1,689) (8,975)  (2,088) (15,670)
Income before income taxes 000000
goooo 5,917 5,962 11,190 3,032 190 1,426
Income taxes—current ooomoooo
oono 2,670 4,383 4,781 5,442 1,510 11,332
—deferred Doooooo - (951) 27 (4181)  (611) (4,585)
Minority interests oooooo (60) (55) 3) (13) 2 15
Net income (loss) Dooomooo 3,187 2475 6379 1,758 (707) (5,306)
Net income (loss) per share
(in yen and U.S. dollars) 00000000OoO
oooo 13.95 10.87 28.39 8.08 (3.32) (0.025)
Total assets oono 229,056 236,867 241,655 245,531 235,362 1,766,319
Working capital gooad 36,927 51,963 57,038 58,171 33,544 251,737
Depreciation goooao 9,840 9,935 9,426 8,707 8,520 63,940
Shareholders’ equity pershare 000000000
(in yen and U.S. dollars) 545.68 545.19 567.33 578.04 570.15 4.28
Return on equity ooooooo 2.6% 2.0% 5.1% 1.4% (0.6)%
Cash flows from operating 0O000O0DODO
activities sfsfslsluis/afuln - - 20125 9381  (6,515) (48,893)
Cash flows from investing 0000000
activities sfsfsfsfs[slafsfs - - (1,353) (5,239) (6,686) (50,176)
Cash flows from financing 0000000
activities 000000000 - - (11,613) (6,061)  (1,981) (14,867)
Cash and cash equivalents 000000000
atend ofyear good 18,768 28,451 35,717 33,836 18,807 141,141

Notes: 1. Dollar amounts represent translation of Japanese yen, for convenience only, at the rate of ¥133.25=US$1, the rate prevailing on March 31, 2002.
2. The company adopted deferred tax accounting commencing in the year ended March 31, 1999.
3. The company started preparing 4 Consolidated Statement of Cash Flows” in the year ended March 31, 2000. Figures for cash flows from operating, investing and
financing activities are not available for the previous two years.

000 1.000002002030310000000000010001330200 000000000
2.00000000000000Mm990000000000000000000
3.20000 000 0000000000000 00O0000DO0OO0O0OO00O00O00MO000MO0D0D000000000000MmAO
2000000000000000



MESSAGE FRoM THE PRESIDENT
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Kenichi Ito President »

FISCAL 2002 BUSINESS RESULTS
During fiscal 2002, ended March 31, 2002, the Japanese economy witnessed
deteriorating business results by leading companies due to the impact of the
slump in the IT sector in the U.S., the key country driving growth in the
global economy. This slowdown was exacerbated by increasing deflationary
pressures, a weakening labor market and continued anemic personal consump-
tion in Japan. During fiscal 2002, the unemployment rate touched the 5%
mark as banks, seeking to clean up bad loans on their balance sheets, triggered
bankruptcies at a number of major companies.

This difficult operating environment combined with falling sales prices and
a series of events in the meat industry to make the going even harder. These
events included the first domestic incident of bovine spongiform encephalopathy
(BSE) and an outbreak of foot-and-mouth disease in Europe in March 2001.
The latter was followed by the implementation of import safeguards on pork
from August 2001, causing a steep rise in the price of raw pork material.
Furthermore, outbreaks of chicken influenza in China and the U.S. resulted in
a temporary ban on chicken imports. Even in this severe climate, industry
production volumes of ham, sausage and processed foods remained steady,
although the effect of the BSE outbreak resulted in a fall in beef supply
volumes by approximately 20% compared to the previous period.

Against this backdrop, the Itoham Group placed top priority on providing
the “safe and reliable, fresh and high quality” products that consumers

deserve. At the same time, we endeavored to win the trust of consumers.
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The Itoham Group has been actively strengthening sales capabilities and
attempting to expand sales in the Fresh Meat Division and the Processed
Foods Division. We focused on core products in our ham and sausage lineup,
in line with our program to cut production costs and pare selling expenses.
Despite these efforts, difficulties persisted in our operating environment.

As a result, net sales decreased 2.1% to ¥465,639 million. The pressure of
decreased earnings and the steep rise in prices of raw materials resulted in a
91.1% drop in operating income to ¥1,002 million, and an 81.0% fall in ordinary
income to ¥2,278 million. Meanwhile, the company posted a net loss of ¥707
million, due to a special loss of ¥3,630 million. This primarily resulted from a

valuation write-down of investment securities caused by declining share prices.

ITOHAM GROUP’S MEDIUM-TERM MANAGEMENT STRATEGY
The Itoham Group will promote three themes in accordance with its

basic philosophy.

1. Remain a company driven by high-quality management
We are cultivating a vibrant corporate culture that emphasizes profits and
ongoing management reforms that lead to more efficient asset utilization
and improved cost performance, while fostering human resources on a
performance based approach that provides equal opportunities for both
men and women.

2. Construct a company with a strong corporate brand
In addition to enhancing marketing and strengthening brand equity, both
quality and safety are essential elements of our management focus.
Our corporate image is enhanced by both a high level of environmental
consciousness and communication with people on a local level.

3. Value our shareholders and stress a high level of corporate transparency
We will establish strong corporate governance to raise the quality of
management, clarify specific management indicators and ensure timely
disclosure of information while seeking to raise market capitalization.
In May 2001, Itoham formulated a Group Medium-Term Plan for the

three-year period from 2001 through 2003 based on the Group’s management

vision. The entire Group is pushing ahead with the plan. The basic strategy

contained in this Medium-Term Plan is described on pages 6-7.
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OUTLOOK FOR FISCAL 2003

In the year ahead, a recovery in the global economy is far from assured and
we expect the situation in the Japanese economy to remain difficult. In Japan,
levels of capital investment are expected to fall significantly, while high levels of
bankruptcies and unemployment are forecasted as banks take steps to further
clean up their bad loans. Personal consumption will also remain lackluster. The
meat industry will have to work hard to allay the fears of Japanese consumers,
increasingly concerned about food safety since the BSE outbreak. These factors
will combine to make fiscal 2003 another difficult year.

Against this backdrop, Itoham will look to boost profitability and enhance
efficiency across the whole Group based on its Medium-Term Plan. This is
aimed at raising the corporate value of the company over the long term.
The Itoham Group will remain committed to its mission to provide the
“safe and reliable, fresh and high quality” products that consumers deserve,

thereby winning consumers’ trust.

1. Ham and Sausage Division

In the Ham and Sausage Division, we will work on two fronts to raise
profitability: creating products that ascend to No.1 in the market, and
concentrating sales on core product lines.

On the sales promotion front, we will introduce a number of initiatives
and provide support to improve sales areas. This will include a series of
weekly meals each with their own theme that reflects the changing seasons,
under the banner of the TSP52 (Table Scene Promotion 52) program.

In production, Itoham will work to enhance cost competitiveness by reviewing
the domestic production structure, including its relationship with overseas
production centers and contract businesses, and reducing materials costs. At
the same time, we will maintain and raise quality levels in all processes, from

the procurement of raw materials through to shipment.

2. Fresh Meat Division

The BSE outbreak and other issues in the meat industry mean consumers
are expected to remain reluctant to buy certain meat products. For the Fresh
Meat Division therefore, the most important issue will be to win the trust of

consumers and customers by emphasizing the safety of Itoham products.
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Consequently, we will stress the themes of safety and reliability in line with
our overall strategy of building brand equity through core products. These
include, ensuring international standards on hygiene management and
environmental protection are applied at our own feedlots overseas where
we feed stock for beef, as well as for Berkshire Pork. Moreover, with the
aim of ensuring the safety of meat products, we are actively introducing a
Traceability System that provides consumers with a detailed history of

individual meat products.

3. Processed Foods and Other Products Division

In this division we will drive sales and earnings growth with a targeted product
strategy for foodservice channels, notably large-volume customers, such as
major supermarkets, convenience stores and restaurants. At the same time,
we will actively suggest seasonal retail concepts to our customers.

In production, we will review our domestic production system, reinforce our
relationship with overseas suppliers, reduce purchasing costs for materials
and streamline our product lineup.

In line with the above strategies, we are projecting a 2.3% decrease in net
sales to ¥455,000 million, a 399.0% increase in operating income to ¥5,000
million, a 163.4% increase in ordinary income to ¥6,000 million, and net

income of ¥3,000 million for fiscal 2003, ending March 31, 2003.

v .
/KM@(/CXA—/
Kenichi Ito President
oooooooooo
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MEDIUM-TERM PLAN (THREE—YEAR PLAN)
00000MmM3000000000

In May 2001, Itoham formulated a Group Medium-Term Plan for the three-
year period from 2001 through 2003, based on the Group's management
vision. The entire Group has adopted the basic strategy contained in this

Plan. The basic elements of the strategy are as follows:

1. Group management focused on profitability and efficiency by concen-
trating on hams and sausages, fresh meat and processed foods
To enhance the Group’s corporate value, Itoham is pushing forward with
a program of selection and concentration in its business spheres. This
involves cutting back or withdrawing from unprofitable business activities.
In response to falling sales prices in the maturing ham, sausage and processed
foods market, Itoham will also strive to enhance competitiveness. This
will include a review of the domestic production structure, including its
relationship with overseas production centers and contract businesses,

and a consolidation and reduction of sales bases within the Group.

2. Strengthen sales capabilities
Itoham will strengthen both its marketing functions and its product plan-
ning and development structure, to enhance its position in the markets
for hams and sausages, fresh meat and processed foods—products that
make up its core business. Itoham has clearly identified promising segments
with growing markets and expanding sales channels. To capture demand
in these areas, the organization will be revamped and resources reallocated
to grow products that stand out in the marketplace. Moreover, an I'T-based
support system will be instrumental in achieving greater efficiency in
supply and sales systems, enabling the company to offer more products

to customers.

3. Reform profit structures
To construct a strong, highly profitable operating base, Itoham will reduce
Interest bearing debt, streamline peripheral divisions and eliminate excess
production capacity to lower both fixed costs such as its personnel

expenses and distribution costs.
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4. Other business initiatives 0400000000
Itoham is pushing ahead with the following initiatives to create corporate 0o00o0o0oO0oooO0oo@oooomoOoo
value, increase competitiveness and build a harmonious relationship with jo00o0oo0oooOoobooobOoooooooo
society. 0 0Doooboooooboooooo
(1) Realigning the organization to facilitate the more efficient implementa- 0O OD00O0O0O0U0ooOooooooooo
tion of business strategy. U ooboooooboooooboobooooobooboooo
(2) Reducing costs and streamlining peripheral divisions. O ODMROAOMMROEMOOOO
(3) Reforming personnel systems to raise the ability of each and every 0O 0ooUooooo
employee. O 1rmooooobooooboocooon
(4) Improving ROA and ROE. 0O 00o0o0ooooooooo
(5) Reducing distribution costs. 0 oDooooooooood
(6) Using IT to coordinate purchasing activities and increase efficiency. O O0O0OO0OD0O0OOoOmrOoOg

(7) Implementing environmentally conscious management policies.

(8) Strengthening quality and risk management systems. 00Mooo0o00oo0oo0omooooooooo
(9) Conducting highly transparent public relations (PR) and investor 000000020040300000000000000
relations (IR) activities. 00oo00oooooooog

The following table lays out specific numerical targets for the year ending
March 31, 2004, the final year of Itoham's Medium-term Plan.

Net sales ¥500,000 million Oooao 5,0000 O
Operating income ¥13,500 million ooono 1350 O
Ordinary income ¥14,500 million ooono 1450 O

Net income ¥7,800 million gooooo 780 O
ROA 6.3% ROA 6.3%

ROE 5.8% ROE 5.8%




AT A GLANCE
0000

BUSINESS OVERVIEW

HAM AND SAUSAGE DiIVISION
Dooooooooo

Net Sales/0 0 0 O

billions of yen

98 99 00 01 02

This division produces and sells hams, sausages and bacon.
Backed by sophisticated technology, it consistently turns
out safe, high-quality products. In production activities, the
Hazard Analysis and Critical Control Point (HACCP)
system has been implemented at the division’s 8 domestic
plants. On the sales front, strong relationships built on trust
with major department stores and supermarkets have lifted
Itoham to the No. 1 position in the market for ham and

sausage gift products.

oooo

Net Sales/0 0 00O

billions of yen

98 99 00 01 02

Itoham owns directly managed and contract feedlots in Japan
and overseas. Their hygiene management standards conform
with HACCP ensuring that from the transport of livestock
through to the final product, all procedures at these feedlots
are geared toward the production of safe and reliable products.
By producing fresh meat at directly managed feedlots overseas,
Itoham’s production costs are lower and operations are much
less susceptible to fluctuations in market prices for meat. This
means Itoham can consistently supply high-quality products
at competitive prices. Moreover, Itoham has a powerful lineup
of high-quality, domestically produced products to respond to

the needs of consumers.

PRrROCESSED Foobps AND OTHER PropuUCTS DI1VISION

oooooooooboo

Net Sales/0 0 0 O

billions of yen

98 99 00 01 02

In the Processed Foods Division, activities are guided by
two core concepts: “Meal solutions” and “Home meal
replacement.” One of Itoham’s aims is to develop high-quality
products that are easy to prepare. Starting with chicken
dishes, Itoham has built a strong selection of high-quality,
timesaving products. Other offerings for consumers on the
run include hamburger patties, pizza meals, charcoal-roasted
meat, and dairy products. Through this diverse lineup, Itoham
is confident that it can cater to consumers’ changing needs.
Itoham is also developing its in the pharmaceutical products
and restaurant businesses.



FIVE-YEAR REVIEW AND BUSINESS RESULTS
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In a maturing market, the industry has been faced with
anemic personal consumption and intensifying competi-
tion. Consumers have been reluctant to spend as the
employment situation has worsened and concerns about
the future direction of the economy have come to the
fore. Against this backdrop, we have focused on sales of
core products such as Alt Bayern and the Morning Fresh
series of sliced ham packs. In a difficult operating
environment, characterized by shrinking demand for
gift products and fallout from the BSE outbreak, we
aggressively marketed gift ham products such as Densyo
no Aji Jyukusei and Houjyun. Despite these efforts, net
sales remained stunted in a market where the trend
toward lower priced products has been pronounced.
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During the last five years, the fresh meat market has
experienced instability due to the imposition of import
safeguards on pork, and fallout from the BSE outbreak
in Europe. In this climate, Itoham vigorously worked
to expand sales channels and strengthen relationships
with existing business partners and retailers. These
efforts have paid off with rising sales in recent years.
However, the first domestic case of BSE in Septem-
ber 2001 had a significant impact on the fresh meat
market in Japan during the year under review.
Although we worked to boost sales of alternatives such
as pork and chicken, this could not cover the substantial
drop in beef sale volumes, leading to an overall decline
in sales during fiscal 2002.
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The Processed Foods Division has steadily increased
sales through a number of initiatives. The division has
successfully matched advances in distribution and
production technology with the needs of consumers.
And, in a rapidly expanding market, it has focused its
efforts on core products such as the Binchotanyaki
Yakitori (charcoal-roasted chicken) series. However, during
the year under review, net sales saw a decline, due to
intensifying competition in the sales frontline, and the
effects of chicken influenza in China and the U.S. This
was exacerbated by the impact of the BSE outbreak in
Japan. However, sales across the division as a whole
expanded slightly, thanks mainly to an increase in sales in

the pharmaceutical products and restaurant businesses.
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MORNING FRESH SERIES
0Joooooooooo

ALT BAYERN
gooooooo

CHEESE-IN

DENSYO NO AJI JYUKUSEI
oooooo

ooooao

Using advanced technology and proprietary development capabilities, Itoham
has consistently produced safe, high-quality products. One of our hit products
is the core Alt Bayern wiener range, which meets specified Japanese Agricultural
Standards (JAS) regulations. Alt Bayern is made from top quality pork, which
has been cured for over 72 hours using traditional techniques. This juicy
and aromatic wiener sausage preserves the full flavor of the original pork.
Moreover, Cheese-In, a sausage with a cheese filling, claimed the Minister
for Education, Culture, Sports, Science and Technology prize in 2001, the 42nd
time this prize has been awarded. Itoham, only the ninth food manufacturer to
receive the honor, was awarded the prize in recognition of the product’s
excellent sales and the highly innovative technology used in its manufacture.
Cheese-In, first launched in 1979, is manufactured using technology developed
in-house that prevents the sausage and cheese ingredients from becoming
mixed in the heating and hardening process. Other core products that
performed well during the year included Arabiki Gourmet Wiener, Pork Bits,
the Morning Fresh series, and the Sawayaka Thin-Slice Pack series.

Despite a substantial decline in sales of our gift product Kobe Rokko Roast Beef
during the winter gift-giving season, due to the impact of the BSE outbreak, the
company captured top position in the market for ham and sausage gift products.
This was primarily due to aggressive marketing, centered on Densyo no Aji Jyukusei
and Houjyun. This helped us to capture strong demand from consumers.

Itoham will continue to bring to market safe, reliable and delicious products.
To this end, the company is strengthening quality control, particularly at
HACCP-certified plants, developing original products and providing services

that are in step with the changing lifestyles of the consumer.
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RockDALE BEEF PTY. LTD.
gooOoOoOooooo

F1ve STAR BEEF LTD.
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ItoHam Foobps INc.

IToHAM’S PURE KAGOSHIMA
BERKSHIRE PORK FEEDLOT

ooooooooooo

Itoham has been pursuing a brand strategy built around the concept of safe
and reliable products. This is designed to ease the food safety concerns of
Japanese consumers, evident since last year’s outbreak of BSE in Japan.

Itoham has set up an overseas production system for beef, centered on
Rockdale Beef in Australia and Five Star Beef in New Zealand. Both feedlots
have already gained the ISO 9001 and ISO 14001 certifications for quality
and environmental management, signifying that they have attained the highest
international standards. At present, 50,000 head of cattle are ordinarily
fed at Rockdale Beef and 15,000 at Five Star Beef. In Japan, Itoham is also
introducing a Traceability System that provides a detailed history of individual
meat products. This is aimed at furthering ensuring the safety of Itoham beef
produced in Japan. It is also part of our efforts to create a system that
provides consumers with detailed information on individual meat producers.

Pure Kagoshima Berkshire pork is one of the company’s popular domestic
pork products. Our Pure Berkshire pork is mainly produced by an Itoham
Group company, Sankyo Meat Packers Inc., at a specialized, state-of-the-art
feedlot in Kagoshima Prefecture, the biggest feedlot for Kagoshima Berkshire
pork of its kind in Japan. The pigs are reared on high-grade feed for 240
days to bring out the renowned flavor of Berkshire pork. Itoham is also
active in overseas pork production. Major brands produced in the U.S.
include Kenkobuta and Delphi Pork, and the Mugijitate brand of barley fed
pork in Canada.

With ever-growing demand for safe, reliable and high-quality meat
products, Itoham will work to strengthen its sales capabilities and provide
attentive customer service, underpinned by a production and supply system

that reflects customer needs.
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CHICKEN NUGGETS
ooooooo

GANSO ABURIYAKT CHICKEN
oooooooooo

ItoHam Foobps INc.

CHICKEN BoN BoN
ooooooo

Japanese lifestyles are witnessing massive change as more women choose to
remain in the labor market, people to decide to have fewer children, and an
increasing number of the elderly live alone. As a result, demand is growing
for the development of food products that satisfy emerging values and lifestyles,
irrespective of whether they are for meals made at home, ready-made meals
or food for restaurants. Amidst these developments, the processed food products
sector is becoming an increasingly important part of the food products market,
leading to a new level of competition on quality and prices.

Itoham is responding to these trends. The company has created a range of
consumer products that preserve the natural flavor of the raw materials in
the final product. Free of preservatives, these products meet consumers’ needs
for products that are both safe and healthy. Itoham has added value to the
Ganso Aburiyaki Chicken (slow-roasted chicken) series, a leading brand of
roasted chicken. This core product is made from herb-fed chickens, slowly
roasted after being cured in hakata no shio, a Japanese brand of salt. Chicken
Nuggets and Chicken Bon Bon are also herb-fed chicken products. Another of
our core products is Binchotanyaki Yakitori (charcoal-roasted chicken) series,
made from chickens reared on plant feed that include vitamin E and amino
acid additives. This healthy, high-quality chicken is charcoal-roasted over a
unique combination of powerful and gentle flames. All these products have
been popular with consumers since their launch on the market.

Based on changes in consumer lifestyles, Itoham will focus not only on
food and services, but also on providing a wide range of products that give
pleasure to the consumer, whether in purchasing or in eating food. In
this way, Itoham is aiming to become a Total Meal Producer, offering a

comprehensive range of food products and related services.
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IToHAM’S ANTI-BSE MEASURES
— For BEEF You CaN TRUST —

BSEOOOOOOOMOOOOO
ooboboooooobooooboobooo o

After the first outbreak of bovine spongiform encephalopathy (BSE) in Japan,
Itoham quickly took action. We initiated an extensive analysis of beef-derived
ingredients—beef extract, gelatine and collagen—used in Itoham products. The
results confirmed that the four specified risk materials (SRM) in cattle—the
brain, eyes, spinal cord and the lowest section of the small intestine, are not
used in our beef-derived ingredients. SRM are parts of the cow that are
most likely to contain the BSE agent. Itoham also uses sheep intestines in
its wiener sausage casings, and we make sure this ingredient is only imported
from countries that have had no outbreaks of BSE.

In domestic beef production, we are also implementing rigorous anti-BSE
measures. All stages of meat distribution are verified, meat-and-bone meal
is never used in cattle feed, and stringent checks are carried out to ensure
SRM has been removed and incinerated. Moreover, all cattle shipped from
farms in Japan are tested by the government to confirm they are free of BSE.

In fall 2001, an Itoham Group company, Sankyo Meat Packers Inc.,
completed development of a new suction device that uses a hose to remove
cow spinal cords in two and a half minutes. Previously, during meat processing,
the carcass was simply separated into two halves along the spine, meaning
there was a possibility spinal cord residue could adhere to the meat. Sankyo’s
new method prevents this.

Itoham’s foreign beef brands—mainly, Leeton Beef and Canterbury Beef—
are produced in Australia and New Zealand, both BSE-free countries. Our
directly operated stock farms in Australia only purchase feeder cattle from
farms that are registered in the Cattle Care System. This system, developed
in line with ISO 9002, an international standard for quality assurance, sets
out 15 items producers must abide by to guarantee the quality of their cattle.
Similarly, at our directly operated stock farms in New Zealand, we have
introduced a Safety Beef Management System to ensure the production of
beef that poses no danger to the consumer. Recognized by the government,
the system covers the entire production process, from feedlots through to
final meat shipments. Standards are rigorous—recertification is carried out
by the government every six months based on a range of checks, including
agrichemical residual testing. At all our cattle farms in Australia and New
Zealand, feed is mixed on-site, eliminating the possibility of meat-and-bone
meal or other animal-based feeds being fed to our cattle.

Due to these and other stringent quality checks, we can give absolute
guarantees to consumers that our ham, sausage and processed food products
that include beef materials, and our domestic beef and imported beef products,

are safe to eat.
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ItoHam Foobps INc.

COMMITTED TO ENVIRONMENTAL CONSERVATION

oobooobocooon

In February 1999, Itoham established its basic environmental philosophy.
This included a public commitment to incorporate environmental conserva-
tion in all its business activities and to build a harmonious relationship with
the environment and society. The company clarified how it would tackle
environmental issues and initiated a conservation program.

Itoham has implemented an environmental management system to
incorporate environmental concerns into its manufacturing activities and
ensure consistent improvements to all aspects of its operations from an
environmental standpoint. This system has gained official approval with
ISO 14001 certification, a respected international standard for environmental
management, being given to a number of Itoham’s operations. By March
2002, five of Itoham’s domestic plants, in Nishinomiya, Tokyo, Toyohashi,
Rokko and Kyushu, and an Itoham Group company, Sankyo Meat Packers
Inc., had all obtained ISO 14001 certification. Overseas, Itoham’s feedlot
at Rockdale Beef in Australia, and Five Star Beef in New Zealand, have
already obtained the same certification. These achievements demonstrate
clearly that the Itoham Group’s environmental management systems are
operating at an internationally recognized level.

Itoham has incorporated its environmental philosophy into its sales and
distribution operations by implementing measures that help to prevent global
warming and atmospheric pollution. Since 1998, Itoham has been upgrading
its fleet of sales vehicles by introducing models that run on compressed
natural gas (CNG). As of March 2002, Itoham had 25 such vehicles in its
fleet. Itoham has also implemented a company-wide program to ensure its
sales and distribution personnel reduce engine idle times by turning off their
vehicles when stationary for long periods.

Itoham'’s environmental philosophy has been extended to its offices,
reflected both in papetless office procedures that minimize paper usage and
a strict separation of waste materials. In purchasing, Itoham gives priority to
environmentally friendly products. The company also publishes an annual
environmental report that details the Itoham Group’s conservation activities.

The 21 century is being called the “Century of the environment”. Efforts
to prevent global warming and to create a recycling-oriented society are
becoming increasingly important. “Toward an environmentally friendly
company” is the watchword directing Itoham’s approach to these issues,
illustrating the spirit in which it approaches these challenges one step at a

time, constantly asking what it can do to help the environment.
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CONSOLIDATED FINANCIAL SUMMARY
0oooooon

NET SALES

ooo
02 465
01 475
00 470
99 450
98 468

O billions of yen0 0 0 0 O Mar. 1998 99 00 01 2002

Net sales
ooo 468 450 470 475 465

OPERATING INCOME, INCLUDING INTEREST AND DIVIDEND
INCOME, NET OF INTEREST AND DISCOUNT EXPENSES

ooooooo

02 139

01 10,376

00 11,724
99 6,513

98 6,503

0 millions of yenD 0 0 0O O Mar. 1998 99 00 01 2002

Operating income, including
interest and dividend
income, net of interest
and discount expenses
gooooooao 6,503 6,513 11,724 10,376 139

NET INCOME (LOSS)
0000mMO00

02 -707

01 1,758

00 6,379
99 2,475

98 3,187

0 millions of yenD 0 0 0O O Mar. 1998 99 00 01 2002

Net income (loss)
oooomooo 3,187 2,475 6,379 1,758 07070

OPERATING INCOME, RATIO OF OPERATING INCOME
TO NET SALES

0oo00mooooood

02 1,002 0.22% .
01 2’36;’6” 11,204
00 — D20 12,673
% 1.68%
98 7,892
O millions of yen,%0 0 0 0 0 Mar. 1998 99 00 01 2002

Operating income
oooo 7,892

Ratio of operating income
to net sales
0oooooon 1.68 1.67 269 236 0.22

7,520 12,673 11,204 1,002

RATIO OF OPERATING INCOME, INCLUDING INTEREST
AND DIVIDENDS, TO AVERAGE TOTAL CAPITAL

oooO0ooooon

02 0.54

01 4.78

00 5.54
99 3.51

98 3.76

0 %0 Mar. 1998 99 00 01 2002

Ratio of operating income,
including interest and
dividends, to average
total capital
gooooooooo 3.76 3.51 5.54 4.78 0.54

NET INCOME (LOSS) PER SHARE
O00o00O0oooomooon

02 -3.32

01 8.08

00 28.39
99 10.87

98 13.95

OyenO0 0D Mar. 1998 99 00 01 2002

Net income (loss)
per share

00o0o000o0o0mooo 13.95 1087 2839  8.08 O3.320




FREE CASH FLOWS
000000000000

02 -13,201

01 4,142

00 18,772
99

98

O millions of yen0 0 0 O O Mar. 1998 99 00 01 2002

Free cash flows

oooooooooooag O O 18,772 4,142 (13,201)

SHAREHOLDERS’ EQUITY, RATIO OF SHAREHOLDERS’
EQUITY TO TOTAL ASSETS

00o00moOoooo

02 50.99% 120
01 124
00 125
99 122
98 124
O billions of yen,%0 0 0 O 0 Mar, 1998 99 00 01 2002

Shareholders’ equity
oooo 124 122 125 124 120

Ratio of shareholders’
equity to total assets
000000 5443 5190 5192 50.73 50.99

RETURN ON EQUITY
ooooooo

02 -0.6

01 1.4

00 5.1
99 2.0

98 2.6

0%0 Mar. 1998 99 00 01 2002

Return on equity
gooooooo 2.6 2.0 5.1 1.4  (0.6)

ItoHam Foobps INc.

FREE CASH FLOWS PER SHARE
00000000000000000

02 -62.03

01 19.05

00 83.54
99

98

OyenO 00O Mar. 1998 99 00 01 2002

Free cash flows per share
ooooo
0oooooooooog O O 83.54 19.05 (62.03)

SHAREHOLDERS’ EQUITY PER SHARE
ooooooooo

02 570.15
01 578.04
00 567.33
29 545.19
98 545.68
OyenO0 00 Mar. 1998 99 00 01 2002
Shareholders’ equity
per share
gooooooooo 545.68 545.19 567.33 578.04 570.15

INTEREST BEARING DEBT

ooooo
02 49,402
01 46,923
00 48,483
99 56,300
98 47,824

O millions of yend 0 0 O O Mar. 1998 99 00 01 2002

Interest bearing debt

ooooo 47,824 56,300 48,483 46,923 49,402

18» 19

Notes: The company started preparing & Consolidated Statement of Cash Flows” in the year ended March 31, 2000. Figures for Free Cash Flows and Free Cash Flows per

Share are not available for the previous two years.
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CORPORATE INFORMATION
0000

CORPORATE DATA
ooob0mm2002030310000

Company Name: ITOHAM FOODS INC.

Address: 4-27, Takahata-cho, Nishinomiya City,
Hyogo 663-8586, Japan

Tel: 0798-66-1231

Homepage: http://www.itoham.co.jp

Common stock: ¥22,415 million

Number of shares of common stock issued: 210,482,533

Number of employees: 6,421 (Consolidated)

Consolidated Subsidiaries: 44

Equity-Method Affiliates: 11

Shareholder Coupon System:

gOo0oO0OoOomooooo 22840
0000000 663-8586

O0o0o0o0oo0o40270

TEL: 0798-66-1231

00000000000 http://www.itoham.co.jp
ooooz22415000

0000000 210,482,5330

000000064210

0000000440

gooooooooodig

000O00000000100000 0000000000000

1. Qualification Shareholders with 1,000 or more shares 0 200000 0000000 2,0000
2. Coupon amount Itoham product coupons worth ¥2,000
CORPORATE BONDS
Oo0000Od2002030310000
O millions of yend 0 0 0 O
Bond Issue Date Amount Interest Rate Outstanding Amount Due Date
od ooooo oogoo 0 %0 ooooo gooo
7th unsecured bond 07000000  April 15,1997 3,000 2.000 3,000 April 15, 2002
8th unsecured bond 08000000  June8, 1998 10,000 2.175 10,000 June 8, 2005
9th unsecured bond 09000000  October9, 1998 5,000 2.110 5,000 October 9, 2008
3rd convertible sinking
fund debentures 0300000 December 18, 1987 20,000 1.800 19,655 February 28, 2003

COMMON STOCK PRICE RANGE
ooooo

1,600

1,200

800

Oo¥ooo

ﬁ*T¢

r. f] iy
400 I i * 0
' ﬁ . I +
. Lot

0

61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 8 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02
Calendar year 92 93 94 95 96 97 98 99 00 01 02
Itoham Common Stock (¥) High 00O 1,100 1,030 910 788 860 733 635 557 495 500 381
O0dooo Low OO 725 715 739 621 660 388 430 425 379 285 300
Trading Volume (thousands of shares)
O00oooo 31,122 47,708 30,237 33,956 37,741 42,862 37,830 62,290 78,006 90,433 15,705

O Note: The figures for the 2002 calendar year only are for the 3-month period from January 2002 through March 2002.

020000103000000000000000000
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FINANCIAL REVIEW

Net Sales

During fiscal 2002, ended March 31, 2002, the Japanese economy
witnessed deteriorating business results by leading companies due
to the impact of the slump in the I'T sector in the U.S., the key
country driving growth in the global economy. This slowdown
was exacerbated by increasing deflationary pressures, a weakening
labor market and continued anemic personal consumption in
Japan. During fiscal 2002, the unemployment rate touched the
5% mark as banks, seeking to clean up bad loans on their balance
sheets, triggered bankruptcies at a number of major companies.

This difficult operating environment combined with falling sales
prices and a series of events in the meat industry to make the going
even harder. These events included the first domestic incident of
bovine spongiform encephalopathy (BSE) and an outbreak of
foot-and-mouth disease in Europe in March 2001. The latter was
followed by the implementation of import safeguards on pork
from August 2001, causing a steep rise in the price of raw pork
material. Furthermore, outbreaks of chicken influenza in China
and the U.S. resulted in a temporary ban on chicken imports.

The Itoham Group has been actively strengthening sales capabilities
and attempting to expand sales in the Fresh Meat Division and the
Processed Foods Division. We focused on core products in our ham
and sausage lineup, in line with our program to cut production costs
and pare selling expenses. Despite these efforts, difficulties persisted
in our operating environment. As a result, net sales decreased 2.1%
to ¥465.6 billion.

In the Ham and Sausage Division, in a market strongly characterized
by demand for lower-priced products, sales volumes declined. As
a result, sales decreased 5.6% year on year to ¥120.4 billion.

In the Fresh Meat Division, sales fell 1.2% to ¥251.3 billion, as
the Division struggled to overcome the effects of declining beef sales

volumes in the face of concerns over BSE.

Costs and Expenses

billions of yen

02 372.8 91.9
01 370.9 93.4
00 364.4 93.4
29 350.4 92.2
98 370.4 90.6

Cost of sales Selling, general and administrative expenses

In the Processed Foods and Other Products Division, sales of
processed food products fell 1.8% to ¥78.8 billion. Sales volumes
declined, affected by the outbreaks of chicken influenza in China
and the U.S. and fears over BSE. Sales in the pharmaceutical and
restaurant businesses increased 11.5% to ¥15.3 billion. This resulted

in an overall rise in sales in this Division of 0.2%, to ¥94.0 billion.

Costs, Expenses and Earnings

Due to soaring prices of raw materials, cost of sales increased to
¥372.8 billion and the cost of sales ratio rose to 80.1%. Gross profit
fell 11.2% to ¥92.9 billion and the ratio of gross profits to net sales
declined 2.1 percentage points to 19.9%.

Selling, general and administrative (SGA) expenses decreased
1.6% to ¥91.9 billion, while the ratio of SGA expenses to net sales
was largely unchanged at 19.7%. Consequently, operating income
declined 91.1% to ¥1.0 billion while the ratio of operating income
to net sales fell 2.2 percentage points to 0.2%.

In non-operating items, net financial income and expenses declined
compared to the previous period. This reflected decreased income
due to declining market interest rates in Japan and a reduction in
securities holdings. In other non-operating items, gain on disposal
of property, plant and equipment rose ¥1.0 billion, equity in earn-
ings of associated companies increased ¥0.4 billion and gain on sale
of marketable and investment securities decreased ¥0.3 billion. In
non-operating losses, there was a ¥0.5 billion increase in the
write-down of investment securities caused by declining share
prices. Although the effect of a ¥9.5 billion gain on securities
contributed to an employee retirement benefit trust, and a ¥17.0
billion net transition obligation of employee retirement benefit plans
recorded in the previous year did not affect this year’s results, the BSE
outbreak depressed market prices of beef. This forced the company to

record a write-down of inventories of ¥1.1 billion for products whose

Operating Income

billions of yen
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market value fell substantially below book value. As a result, other
expenses decreased ¥7.4 billion year on year to ¥0.8 billion.
Income before income taxes declined 93.7% to ¥0.2 billion. Net

loss was ¥0.7 billion. Net loss per share was ¥3.32.

Financial Position
Total assets as of March 31, 2002 stood at ¥235.4 billion, ¥10.2 billion
lower than a year ago.

Current assets decreased ¥8.5 billion to ¥124.9 billion. This was
primarily attributable to a ¥3.5 billion increase in cash and time
deposits and a ¥5.8 billion increase in inventories due to a rise in
finished products and resale inventories. Meanwhile, marketable
securities decreased ¥18.4 billion due to withdrawal from an
open-ended bond investment trust.

Capital investments totaled ¥8.0 billion, reflecting improvements
at existing factories and replacement of vehicles. Property, plant
and equipment, excluding land, decreased ¥0.8 billion to ¥52.2 billion.
Land decreased ¥0.2 billion to ¥23.7 billion. As a result, property,
plant and equipment at the year’s end was ¥75.9 billion.

On the other side of the balance sheet, current liabilities increased
¥16.2 billion to ¥91.4 billion. This was primarily the result of a ¥1.5
billion increase in bank loans, a ¥22.8 billion increase in long-term
debt due within one year, a ¥5.7 billion decrease in notes and accounts
payable and a ¥2.6 billion decrease in income taxes payable. Long-term
debt due after one year declined ¥21.8 billion to ¥18.8 billion. The
increase in long-term debt due within one year, and the decrease in
long-term debt due after one year, chiefly reflects ¥22.7 billion in
corporate and convertible bonds reaching maturity within the year.

Shareholders’ equity decreased ¥4.6 billion to ¥120.0 billion due
to a number of factors. One was that Itoham decided to use additional
paid-in capital to purchase and retire ¥2.4 billion of treasury stock

as this was judged to be an effective action in light of present economic

Current Ratio

Times

02 1.37
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99 1.82
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conditions and the company’s financial position. The remaining
factors included a ¥2.5 billion decrease in retained earnings, a ¥0.8
billion decrease in net unrealized gains on securities , and the inclusion
of a ¥1.0 billion increase in foreign currency translation adjustments.
The ratio of shareholders’ equity to total assets was largely unchanged

at 51.0% and the current ratio was 1.37.

Cash Flows

Cash and cash equivalents decreased ¥15.0 billion to ¥18.8 billion.
This primarily reflected increases in inventories, outgoings for the
acquisitions of property, plant and equipment, and payments for
purchase of treasury stock.

Net cash used in operating activities was ¥6.5 billion, representing a
fall of ¥15.9 billion from the previous period when ¥9.4 billion
was provided by operating activities. This primarily reflected
depreciation and amortization of ¥8.5 billion, a ¥5.5 billion increase
in inventories due to the BSE outbreak, and a ¥3.7 billion decrease
in notes and accounts payable.

Net cash used in investing activities rose ¥1.4 billion to ¥6.7 billion.
This mainly reflected ¥8.6 billion in payments for upgrading existing
plants, offset by proceeds of ¥2.0 billion from the sales of leased
parking lots and other idle land.

Net cash used in financing activities declined ¥4.1 billion to ¥2.0
billion. This was mainly due to an increase of ¥1.2 billion in short-term
bank loans, ¥1.7 billion in dividends paid and ¥2.4 billion for the

purchase and retirement of treasury stock.

Cash and Cash Equivalents

billions of yen

02 18.8

01 33.8

00 35.7
99 28.5

98 18.8
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CONSOLIDATED BALANCE

ITOHAM FOODS INC. - March 31, 2002 and 2001

Thousands of
Millions of yen U.S. dollars (Note 1)
ASSETS 2002 2001 2002
Current assets:
Cash and time deposits (Notes 3, 7) ¥ 19,248 ¥ 15,713 $ 144,450
Marketable securities (Note 4) 3 18,445 22
Receivables:
Trade notes and accounts 52,034 53,718 390,499
Other 154 241 1,156
Allowance for doubtful receivables (426) (481) (3,197)
51,762 53,478 388,458
Inventories (Note 5) 47,689 41,893 357,891
Deferred tax assets (Note 13) 1,450 1,394 10,882
Other current assets 4,775 2,467 35,835
Total current assets 124,927 133,390 937,538
Investments and non-current assets:
Investments in:
Unconsolidated affiliates 4,692 3,268 35,212
Other (Notes 4, 7) 16,409 18,609 123,144
Loans to:
Unconsolidated affiliates - 178 -
Other 1,454 1,911 10,912
Long-term deferred tax assets (Note 13) 2,108 1,009 15,820
Other 11,054 10,534 82,957
Allowance for doubtful receivables (1,767) (873) (13,261)
33,950 34,636 254,784
Property, plant and equipment:
Land (Note 7) 23,673 23,866 177,659
Buildings and structures (Note 7) 69,274 66,102 519,880
Machinery and equipment 93,851 93,639 704,323
Breeding livestock 106 258 795
Construction in progress 169 284 1,268
187,073 184,149 1,403,925
Accumulated depreciation (111,209)  (107,272) (834,589)
75,864 76,877 569,336
Intangible assets 621 628 4,661
¥ 235,362 ¥ 245,531 $1,766,319

See accompanying notes.
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Thousands of
Millions of yen U.S. dollars (Note 1)
LIABILITIES AND SHAREHOLDERS’ EQUITY 2002 2001 2002
Current liabilities:
Bank loans ¥ 7,312 ¥ 5,784 $ 54,874
Long-term debt due within one year (Note 6) 23,302 517 174,874
Notes and accounts payable:
Trade 42,041 45,630 315,505
Construction 1,168 1,752 8,765
Other 9,851 11,401 73,929
53,060 58,783 398,199
Accrued expenses 4,410 4,481 33,096
Income taxes payable 400 3,035 3,002
Deferred tax liabilities (Note 13) 56 72 420
Other 2,843 2,547 21,336
Total current liabilities 91,383 75,219 685,801
Long-term debt due after one year (Note 6) 18,788 40,621 140,998
Employees’ severance and retirement benefits (Note 8) 3,765 3,854 28,255
Directors’ and statutory auditors’ retirement benefits 934 832 7,010
Long-term deferred tax liabilities (Note 13) 72 82 540
Other long-term liabilities 45 - 338
Minority interests 372 367 2,792
Contingent liabilities (Note 9)
Shareholders’ equity (Note 14):
Common stock:
Authorized-342,013,000 shares
(347,013,000 shares—2001)
Issued-210,482,533 shares
(215,482,533 shares—2001) 22,415 22,415 168,218
Additional paid-in capital 24,021 26,381 180,270
Retained earnings 71,676 74,147 537,906
Net unrealized holding gains on securities 2,882 3,652 21,628
Foreign currency translation adjustments (989) (2,038) (7,422)
Treasury stock, at cost (2) (1) (15)
Total shareholders’ equity 120,003 124,556 900,585
¥235,362 ¥245,531 $1,766,319

See accompanying notes.



CONSOLIDATED STATEMENTS OF OPERATIONS

ITOHAM FOODS INC. - Years ended March 31, 2002 and 2001

Thousands of
Millions of yen U.S. dollars (Note 1)
2002 2001 2002
Net sales ¥465,639 ¥475,519 $3,494,477
Cost and expenses:
Cost of sales 372,775 370,946 2,797,561
Selling, general and administrative expenses 91,862 93,369 689,396
Operating income 1,002 11,204 7,520
Other income (expenses):
Interest and dividend income 305 439 2,289
Interest expense (1,168) (1,268) (8,765)
Gain on sale of marketable and investment securities, net 38 360 285
Gain (loss) on disposal of property, plant and equipment 553 (470) 4,150
Write-down of investment securities (1,068) (540) (8,015)
Equity in earnings of associated companies 1,128 696 8,465
Gain on securities contributed to employee retirement benefit trust - 9,514 -
Net transition obligation of employee retirement benefit plans - (17,027) -
Write-down of inventories (Note 11) (1,122) - (8,420)
Provision for doubtful receivables (650) (355) (4,878)
Other, net 1,172 479 8,795
(812) (8,172) (6,094)
Income before income taxes 190 3,032 1,426
Income taxes—current 1,510 5,442 11,332
—deferred (611) (4,181) (4,585)
Minority interests 2 (13) 15
Net income (loss) ¥ (707) ¥ 1,758 $ (5,306)
Yen U.S. dollars
Net income (loss) per share ¥ (3.32) ¥ 8.08 $ (0.025)
Diluted net income per share - 8.08 -
Dividends per share 8.00 8.00 0.060

See accompanying notes.



CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY

ITOHAM FOODS INC. - Years ended March 31, 2002 and 2001
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Thousands of
Millions of yen U.S. dollars (Note 1)
2002 2001 2002
Common stock:
Balance at beginning of year ¥22,415 ¥22,415 $168,218
Balance at end of year ¥22,415 ¥22,415 $168,218
Additional paid-in capital:
Balance at beginning of year ¥26,381 ¥28,852 $197,981
Common stock purchased and retired (2,360) (2,471) (17,711)
Balance at end of year ¥24,021 ¥26,381 $180,270
Retained earnings:
Balance at beginning of year ¥74,147 ¥74,210 $556,450
Net income (loss) for year (707) 1,758 (5,306)
Cash dividends paid — ¥8.00 per share
(¥8.00 per share-2001) (1,724) (1,769) (12,938)
Bonuses to directors (40) (50) (300)
Effect of increase in consolidated subsidiaries - (2) -
Balance at end of year ¥71,676 ¥74,147 $537,906
Net unrealized holding gains on securities:
Balance at beginning of year ¥ 3,652 ¥ = $ 27,407
Adoption of new accounting standard for financial instruments - 3,652 -
Decrease for the year (770) - (5,779)
Balance at end of year ¥ 2,882 ¥ 3,652 $ 21,628
Foreign currency translation adjustments:
Balance at beginning of year ¥ (2,038) ¥ - $(15,294)
Adjustments from translation of foreign currency financial statements 1,049 (2,038) 7,872
Balance at end of year ¥ (989) ¥(2,038) $ (7,422)
Treasury stock:
Balance at beginning of year ¥ (1) ¥ (1) $ (7)
Purchase of treasury stock (1) - (8)
Balance at end of year ¥ (2) ¥ 1) $ (15)
Number of shares of common stock issued: 2002 2001
At beginning of year 215,482,533 221,170,533
Common stock purchased and retired (5,000,000) (5,688,000)
At end of year 210,482,533 215,482,533

See accompunying notes.



CONSOLIDATED STATEMENT OF CAsH FLows

ITOHAM FOODS INC. - Years ended March 31, 2002 and 2001

Thousands of
Millions of yen U.S. dollars (Note 1)

2002 2001 2002

Cash flows from operating activities:
Income before income taxes ¥ 190 ¥ 3,032 $ 1,426
Adjustments to reconcile income before income taxes
to net cash provided by operating activities:

Depreciation and amortization 8,631 8,957 64,773
Decrease in employees’ retirement benefits - (2,204) -
Increase (decrease) in employees’ severance and retirement benefits (88) 3,854 (660)
Increase in allowance for doubtful receivables 836 382 6,274
Interest and dividend income (305) (439) (2,289)
Interest expense 1,168 1,268 8,765
Equity in earnings of associated companies (1,128) (696) (8,465)
Write-down of investment securities 1,068 540 8,015
Gain on sale of property, plant and equipment (1,184) (179) (8,886)
Loss on disposal of property, plant and equipment 487 571 3,655
Gain on securities contributed to employee retirement benefit trust - (9,514) -
Net transition obligation of employee retirement benefit plans - 14,195 -
Decrease (increase) in notes and accounts receivable 1,429 (6,831) 10,724
Increase in inventories (5,484) (2,312) (41,156)
Increase (decrease) in notes and accounts payable (3,735) 3,319 (28,030)
Decrease in accrued consumption taxes (514) (235) (3,857)
Other (1,389) 1,837 (10,424)
(18) 15,545 (135)
Interest and dividends received 402 597 3,017
Interest paid (1,065) (1,338) (7,993)
Income taxes paid (5,834) (5,423) (43,782)
Net cash provided by (used in) operating activities (6,515) 9,381 (48,893)
Cash flows from investing activities:
Investments in time deposits (285) (4,665) (2,139)
Proceeds from time deposits 166 4,625 1,246
Acquisitions of property, plant and equipment (8,631) (8,402) (64,773)
Proceeds from sale of property, plant and equipment 1,951 1,955 14,642
Acquisitions of intangible assets (172) (76) (1,291)
Payments for purchases of investment securities (567) (217) (4,255)
Proceeds from sales of investment securities 401 1,333 3,009
Disbursement of loans receivable (412) (749) (3,092)
Collection of loans receivable 1,137 1,000 8,533
Other (274) (43) (2,056)
Net cash used in investing activities (6,686) (5,239) (50,176)
Cash flows from financing activities:
Increase (decrease) in short-term bank loans, net 1,212 (1,545) 9,096
Proceeds from long-term debt 1,911 1,398 14,341
Repayments of long-term debt (1,051) (1,670) (7,887)
Proceeds from issuance of common stock to minority
shareholders of consolidated subsidiaries 35 - 263
Common stock purchased and retired (2,360) (2,471) (17,711)
Payments for purchase of treasury stock (1) - (8)
Dividends paid (1,723) (1,769) (12,931)
Dividends paid to minority shareholders of consolidated subsidiaries (4) (4) (30)
Net cash used in financing activities (1,981) (6,061) (14,867)
Effect of exchange rate changes on cash and cash equivalents 153 (41) 1,148
Net decrease in cash and cash equivalents (15,029) (1,960) (112,788)
Cash and cash equivalents at beginning of year 33,836 35,717 253,929
Effect of changes in consolidated subsidiaries - 79 -
Cash and cash equivalents at end of year (Note 3) ¥ 18,807 ¥33,836 $ 141,141

See accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTING CONSOLIDATED FINANCIAL

STATEMENTS
ITOHAM FOODS INC. (the “Company”) and its consolidated
domestic subsidiaries maintain their accounts and records in accordance
with the provisions set forth in the Japanese Commercial Code and
the Securities and Exchange Law and in conformity with accounting
principles and practices generally accepted in Japan (“Japanese GAAP”).
The accounts of overseas consolidated subsidiaries are based on their
accounting records maintained in conformity with generally accepted
accounting principles and practices prevailing in the respective countries
of domicile.

Certain accounting principles and practices generally accepted in
Japan are different from International Accounting Standards and
standards in other countries in certain respects as to application and
disclosure requirements. Accordingly, the accompanying financial
statements are intended for use by those who are informed about
Japanese accounting principles and practices.

The accompanying financial statements have been restructured and
translated into English (with some expanded descriptions and the
inclusion of statements of shareholders’ equity) from the consolidated
financial statements of the Company prepared in accordance with Japanese
GAAP and filed with the appropriate Local Finance Bureau of the
Ministry of Finance as required by the Securities and Exchange Law.
Some supplementary information included in the statutory Japanese
language consolidated financial statements, but not required for fair
presentation is not presented in the accompanying financial statements.

The translation of Japanese yen amounts into U.S. dollars are
included solely for the convenience of the readers, using the prevailing
exchange rate at March 31, 2002, which was ¥133.25 to U.S. $1.00. The
convenience translations should not be construed as representations
that the Japanese yen amounts have been, could have been, or could
in the future be, converted into U.S. dollars at this or any other rate
of exchange.

2. SIGNIFICANT ACCOUNTING POLICIES

(1) Consolidation
The accompanying consolidated financial statements include the
accounts of the Company and significant companies, over which the
Company has power of control through majority voting rights or
existence of certain conditions evidencing control by the Company.
Investments in non-consolidated affiliates, over which the Company
has the ability to exercise significant influence over operating and
financial policies of the investees, are accounted by the equity method.

Six of the Company’s subsidiaries are consolidated using a fiscal
period ending December 31. Significant transactions occurring during
the January 1 to March 31 period are adjusted in these consolidated
financial statements.

In the elimination of investments in subsidiaries, the assets and

liabilities of the subsidiaries, including the portion attributable to

minority shareholders, are evaluated using the fair value at the time
the Company acquired control of the respective subsidiaries.

All significant intercompany transactions and accounts have been
eliminated. The difference between the cost of investments and equity

in their net assets at dates of acquisition is amortized over five years.

(2) Cash and cash equivalents

Cash and cash equivalents include all highly liquid investments,
with original maturities of three months or less, that are readily
convertible to known amounts of cash and are so near maturity that
they present insignificant risk of changes in value because of

changes in interest rates.

(3) Allowance for doubtful receivables

The Company and its consolidated subsidiaries provide for doubtful
accounts principally at an amount computed based on management’s
estimate of the bad debt ratio based on past experience plus the
estimated uncollectible amounts based on the analysis of certain

individual receivables.

(4) Securities
Prior to April 1, 2000, listed and quoted securities of the Company and
its consolidated subsidiaries were valued at the lower of cost or market.

Effective April 1, 2000, the Companies adopted the new Japanese
accounting standard for financial instruments (“Opinion Concerning
Establishment of Accounting Standard for Financial Instruments” issued
by the Business Accounting Deliberations Council on January 22, 1999).

Upon applying the new accounting standard, all companies were
required to examine the intent of holding each security and classify
those securities as (a) securities held for trading purposes (hereafter,
“trading securities”), (b) debt securities intended to be held to maturity
(hereafter, “held-to-maturity debt securities"), (c) equity securities
issued by subsidiaries and affiliated companies, and (d) for all other
securities that are not classified in any of the above categories (hereafter,
“available-for-sale securities”).

Trading securities are stated at fair market value. Gains and losses
realized on disposal and unrealized gains and losses from market
value fluctuations are recognized as gains or losses in the period of
the change. Held-to-maturity debt securities are stated at amortized
cost. Equity securities issued by subsidiaries and affiliated companies
which are not consolidated or accounted for using the equity method
are stated at moving-average cost. Available-for-sale securities with
available fair market values are stated at fair market value. Unrealized
gains and unrealized losses on these securities are reported, net of
applicable income taxes, as a separate component of shareholders’
equity. Realized gains and losses on sale of such securities are computed
using moving-average cost.

Debt securities with no available fair market value are stated at

amortized cost, net of the amount considered not collectible.



Other securities with no available fair market value are stated at
moving-average cost.

If the market value of held-to-maturity debt securities, equity
securities issued by unconsolidated subsidiaries and affiliated companies,
and available-for-sale securities, declines significantly, such securities are
stated at fair market value and the difference between fair market
value and the carrying amount is recognized as loss in the period of
the decline. If the fair market value of equity securities issued by
unconsolidated subsidiaries and affiliated companies not on the
equity method is not readily available, such securities should be
written down to net asset value with a corresponding charge in the
income statement in the event net asset value declines significantly.
In these cases, such fair market value or the net asset value will be the

carrying amount of the securities at the beginning of the next year.

(5) Inventories
Inventories of the Company and its consolidated domestic subsidiaries
are stated at cost. Cost is determined by the first-in, first-out method
for finished products and resale inventories (except meat), the specific
identification method for real estate for sale and breeding cattle and
the moving average method for remaining inventories.

Inventories of overseas subsidiaries are stated at the lower of cost

or market.

(6) Derivatives and hedge accounting

The new accounting standard for financial instruments, effective
from the year ended March 31, 2001, requires companies to state
derivative financial instruments at fair value and to recognize changes
in the fair value as gains or losses unless derivative financial instruments
are used for hedging purposes.

If derivative financial instruments are used as hedges and meet
certain hedging criteria, the Company and its consolidated subsidiaries
defer recognition of gains or losses resulting from changes in fair
value of derivative financial instruments until the related losses or
gains on the hedged items are recognized.

However, in cases where forward foreign exchange contracts are used
as hedges and meet certain hedging criteria, forward foreign exchange
contracts and hedged items are accounted for in the following manner:

If a forward foreign exchange contract is executed to hedge a
future transaction denominated in a foreign currency, the future
transaction will be recorded using the contracted forward rate, and no

gains or losses on the forward foreign exchange contract are recognized.

(7) Property, plant and equipment

Property, plant and equipment are carried at cost. Depreciation is
mainly provided on a declining balance method over estimated useful
lives. Buildings acquired after March 31, 1998 are depreciated using
the straight-line method.

Overseas subsidiaries depreciate their property, plant and equipment
using the declining balance method and the straight-line method.

(8) Bonuses

The Company and its consolidated domestic subsidiaries follow the
Japanese practice of paying bonuses to employees in July and December.
Accrued bonus liabilities as of the balance sheet date are based on
estimated amounts to be paid in the subsequent period. Bonuses to
directors and statutory auditors, which are subject to approval at the
shareholders' meeting, are accounted for as an appropriation of

retained earnings.

(9) Employees’ severance and retirement benefits

The Company and its consolidated domestic subsidiaries provide two
types of post-employment benefit plans, unfunded lump-sum payment
plans and a funded contributory pension plan, under which all eligible
employees are entitled to benefits based on the level of wages and
salaries at the time of retirement or termination, length of service and
certain other factors.

At March 31, 2000, the Company and its consolidated domestic
subsidiaries accrued liabilities for lump-sum severance and retirement
payments equal to 40% of the amount required had all eligible employees
voluntarily terminated their employment at the balance sheet date.
The Companies recognized pension expense when, and to the extent,
payments were made to the pension plans.

Effective April 1, 2000, the Company and its consolidated domestic
subsidiaries adopted the new accounting standard, “Opinion on
Setting Accounting Standard for Employees’ Severance and Pension
Benefits”, issued by the Business Accounting Deliberation Council
on June 16, 1998 (the “New Accounting Standard”).

Under the New Accounting Standard, the liabilities and expenses
for severance and retirement benefits are determined based on the
amounts actuarially calculated using certain assumptions.

The Company and its consolidated domestic subsidiaries provided
for employees’ severance and retirement benefits at March 31, 2002
and 2001 based on the estimated amounts of projected benefit obliga-
tion and the fair value of the plan assets at that date.

The excess of the projected benefit obligation over the total of the
fair value of pension assets as of April 1, 2000 and the liabilities for
severance and retirement benefits recorded as of April 1, 2000 (the
“net transition obligation”) amounted to ¥17,027 million, of which
¥14,195 million was recognized as an expense as a result of the
contribution of investment securities worth ¥14,195 million to the
employee retirement benefit trust in September 2000. The remaining net
transition obligation amounting to ¥2,832 million was also recognized
as an expense in the year ended March 31, 2001. Actuarial gains and
losses are recognized in expenses using the straight-line method over
the average of the estimated remaining service lives commencing with

the following period.



As a result of the adoption of the new accounting standard, in the
year ended March 31, 2001, severance and retirement benefit expenses
increased by ¥16,352 million. After subtracting the “gain on securities
contributed to employee retirement benefit trust” amounting to
¥9,514 million, income before income taxes decreased by ¥6,874
million compared with what would have been recorded under the
previous accounting standard.

(10) Directors’ and statutory auditors’ retirement benefits
The liability for directors’ and statutory auditors’ retirement benefits
of the Company and certain subsidiaries is provided in the amount

which would be required if they retired at the balance sheet date.

(11) Research and development expenses

Research and development expenses for the improvement of existing
products or the development of new products, including basic research
and fundamental development costs, which were ¥974 million ($7,310
thousand) and ¥941 million for the years ended March 31, 2002 and

2001, respectively, are charged to operations in the period incurred.

(12) Finance leases
Finance leases which do not transfer ownership are accounted for in

the same manner as operating leases under Japanese GAAP.

(13) Income taxes

Deferred income taxes are recorded to reflect tax effects of temporary
differences between the carrying amounts of assets and liabilities for
tax and financial reporting. The asset and liability approach is used to
recognize deferred tax assets and liabilities for the expected future tax

consequences of the temporary differences.

(14) Foreign currency translation

Short-term receivables and payables denominated in foreign currencies
are translated into Japanese yen at the year-end rates. Prior to April
1, 2000, long-term receivables and payable denominated in foreign
currencies were translated at historical rates.

Effective April 1, 2000, the Company and its consolidated
subsidiaries adopted the revised accounting standard for foreign
currency translation, “Opinion Concerning Revision of Accounting
Standard for Foreign Currency Translation,” issued by the Business
Accounting Deliberation Council on October 22, 1999 (the “Revised
Accounting Standard”). Under the Revised Accounting Standard,
long-term receivables and payables denominated in foreign currencies
are also translated into Japanese yen at the year-end rate.

Financial statements of consolidated overseas subsidiaries are
translated into Japanese yen at the year-end rate, except that shareholders’
equity accounts are translated at historical rates and income statement
items resulting from transactions with the Company at the rates used

by the Company.
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Due to the adoption of Revised Accounting Standard, the Company
and its consolidated domestic subsidiaries report foreign currency
translation adjustments in the shareholders’ equity. The prior

year’s amount was included in assets.

(15) Amounts per share
The computations of net income (loss) per share of common stock
shown on the consolidated statements of operations are based on the
weighted average number of shares outstanding during each fiscal year.
Diluted net income per share is calculated assuming the conver-
sion of all dilutive convertible bonds at the beginning of the year.
Cash dividends per share shown in the consolidated statements of

operations are the amounts applicable to the respective years.

3. STATEMENT OF CASH FLOWS

The reconciliation of cash and time deposits in the consolidated balance
sheet and cash and cash equivalents in the consolidated statement of
cash flows as of March 31, 2002 and 2001 is as follows:

Thousands of
Millions of yen U.S. dollars
2002 2001 2002

Cash and time deposits on the

consolidated balance sheet  ¥19,248 ¥15,713 $144,450
Time deposits with maturities

exceeding 3 months (444) (322) (3,331)
Highly liquid investments

whose original maturities

are within 3 months 3 18,445 22
Cash and cash equivalents on

the consolidated statement

of cash flows ¥18,807 ¥33,836 $141,141

4, SECURITIES
A. The following tables summarize information on securities with
available fair values as of March 31, 2002 and 2001:
(a) Held—to—maturity debt securities
Securities with available fair values exceeding book values

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Book value ¥301 ¥301 $2,259
Fair value 303 306 2,274
Difference ¥ 2 ¥ 5 $ 15
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(b) Available-for-sale securities with available fair values
Securities with book values (fair values) exceeding acquisition cost:

March 31, 2002 Millions of yen

Thousands of U.S. dollars

Acquisition cost Book value Difference Acquisition cost Book value Difference
Equity securities ¥5,103 ¥10,913 ¥5,810 $38,296 $81,898 $43,602
Securities with book values (fair values) not exceeding acquisition cost:

Millions of yen Thousands of U.S. dollars

Acquisition cost Book value Difference Acquisition cost Book value Difference
Equity securities ¥3,519 ¥2,761 ¥(758) $26,409 $20,720 $(5,689)
Bonds 247 219 (28) 1,854 1,644 (210)
Total ¥3,766 ¥2,980 ¥(786) $28,263 $22,364 $(5,899)

March 31, 2001 Millions of yen

Acquisition cost Book value Difference

Equity securities ¥6,610 ¥13,563 ¥6,953

Securities with book values (fair values) not exceeding acquisition cost:

Millions of yen

Acquisition cost Book value Difference
Equity securities ¥2,777 ¥2,279 ¥(498)
Bonds 370 279 (91)
Total ¥3,147 ¥2,558 ¥(589)

B. The following tables summarize book values of securities with no
available fair values as of March 31, 2002 and 2001:

C. Auvailable-for-sale securities with maturities and held-to-maturity
debt securities at March 31, 2002 and 2001 mature as follows:

Mature over five

Thousands of Mature within  Mature over one
Millions of yen U.S. dollars one year year but within years but within
002 oo 502 five years ten years
March 31, 2002 Millions of yen
(a) I—Ield—t.o.‘maturity s Government bonds ¥ - ¥301 ¥ -
securities Corporate bonds - 48 -
Non-listed foreign bonds ¥ 500 ¥ 500 $ 3,752 Others B 218 500
(b) Available-for-sale securities Toral s i 00
Money market fund ¥y 3 ¥18,445 $ 23
Non-listed equity securities 1,496 1,802 11,227 Thousands of U.S. dollars
Others — 184 1,644 Government bonds $- $2,259 $ =
Corporate bonds - 360 -
Others = 1,636 3,752
Total $- $4,255 $3,752




Mature within Mature over one Mature over five

one year year but within years but within
five years ten years
March 31, 2001 Millions of yen
Government bonds ¥ - ¥301 ¥ -
Corporate bonds - 48 -
Others - 279 500
Total ¥ ¥628 ¥500

D. Total sales of available-for-sale securities sold in the years ended
March 31, 2002 and 2001 amounted to ¥262 million ($1,966
thousand) and ¥987 million and the related gains amounted to
¥38 million ($285 thousand) and ¥360 million, respectively.

5. INVENTORIES
Inventories at March 31, 2002 and 2001 consisted of the following:
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The 1.8 percent convertible sinking fund debentures due 2003 are
convertible into common stock at the option of the holders at a
conversion price, at March 31, 2002, of ¥1,439 ($10.80) per share.
The debentures are also redeemable, commencing on March 1, 2002,
at the option of the Company at the principal amount.

The conversion price of the convertible debentures is subject to
adjustment as provided in the issuing agreement. If on March 31,
2002 all convertible debentures were converted to common stock,
13,659 thousand shares of stock would be issuable.

The aggregate annual maturities of long-term debt outstanding at
March 31, 2002, are as follows:

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Finished products and resale
inventories ¥32,075 ¥27,102 $240,713
Raw materials and cattle 15,614 14,791 117,178
¥47,689 ¥41,893 $357,891

6. LONG-TERM DEBT
Long-term debt at March 31, 2002 and 2001 consisted of the following:

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Secured:
Banks, 1.300%-2.650%,
maturing serially
through 2009 ¥ 774 ¥ 1,224 $ 5,808
Unsecured:
Banks, 1.300%-6.980%,
maturing serially through
2015 3,661 2,259 27,475
1.8% convertible sinking
fund debentures due 2003 19,655 19,655 147,505
2.0% bonds due 2002 3,000 3,000 22,514
2.175% bonds due 2005 10,000 10,000 75,047
2.11% bonds due 2008 5,000 5,000 37,523
42,090 41,138 315,872
Less amounts due within
one year 23,302 517 174,874
¥18,788 ¥40,621 $140,998

Thousands of

March 31 Millions of yen U.S. dollars
2003 ¥23,302 $174,874
2004 1,459 10,949
2005 452 3,392
2006 10,400 78,049
2007 and thereafter 6,477 48,608
¥42,090 $315,872

The Companies have overdraft contract and the credit commitments
with twelve banks and two insurance companies for efficient financing.
Total unused credit available to the Companies at March 31, 2002
was ¥26,360 million ($197,824 thousand).

7. PLEDGED ASSETS
At March 31, 2002 assets pledged as collateral for short-term bank
loans of ¥690 million ($5,178 thousand) and secured long-term debt

were as follows:

Thousands of
Millions of yen U.S. dollars
Land ¥ 422 $ 3,167
Buildings and structures
net of accumulated depreciation 1,476 11,077

At March 31, 2002, time deposits of ¥110 million ($826 thousand)
and investment securities of ¥300 million ($2,251 thousand) were
pledged for transaction guarantees and gift certificates of ¥130 million

($976 thousand).
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8. EMPLOYEES’ SEVERANCE AND RETIREMENT
BENEFITS
As explained in Note 2 (9). Significant Accounting Policies, effective
April 1, 2000, the Company and its consolidated domestic subsidiaries
adopted the new accounting standard for employees’ severance and
retirement benefits, under which the liabilities and expenses for
severance and retirement benefits are determined based on the amounts
obtained by actuarial calculations.
The liability for severance and retirement benefits included in the
liability section of the consolidated balance sheet as of March 31, 2002
and 2001 consists of the following:

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Projected benefit obligation ¥ 69,007 ¥ 59,615 $517,876
Unrecognized actuarial

differences (24,842) (9,440) (186,432)
Fair value of pension assets (40,988)  (46,323) (307,602)

Prepaid pension costs 588 2 4,413

Allowance for severance
and retirement benefits ¥ 3,765 ¥ 3,854 $ 28,255

Included in the consolidated statement of operations for the year
ended March 31, 2002 and 2001 are severance and retirement benefit

expenses comprised of the following:

Thousands of
Millions of yen U.S. dollars
2002 2001 2002

Service costs-benefits

earned during the year ¥ 2,528 ¥ 2,613 $ 18,972
Interest cost on projected

benefit obligation 2,131 1,960 15,992
Expected return on plan assets ~ (2,027) (2,094) (15,212)
Net transition obligation of

employee retirement

benefit plans - 17,027 -
Amortization of actuarial

differences 677 - 5,081
Severance and retirement

benefit expenses ¥ 3,309 ¥19,506 $ 24,833

The discount rate and the rate of expected return on plan assets
used by the Company and its consolidated domestic subsidiaries are
3.0% (3.5% in the prior year) and 5.5%, respectively. The estimated
amount of all retirement benefits to be paid at the future retirement
date is allocated equally to each service year using the estimated
number of total service years. Actuarial gains and losses are recognized
in the income statement using the straight-line method from 12 to
15 years.

9. CONTINGENT LIABILITIES
At March 31, 2002 the Company was contingently liable as follows:

Thousands of
Millions of yen U.S. dollars
As guarantor of indebtedness of:
Affiliates ¥1,134 $ 8,510
Other companies 1,556 11,677
O ¥269 $20,187

10. DERIVATIVE TRANSACTIONS
The Company and its consolidated subsidiaries enter into forward
currency exchange contracts to manage risk relating to market
fluctuations affecting its importing activities. It is the Company’s
general policy not to use derivatives for speculation.

The following summarizes hedging derivative financial instruments

used by the Company and its consolidated subsidiaries and items hedged:

Hedging instruments: Forward currency exchange contracts

Hedged items: Foreign currency trade payables
The following table summarizes market value information as of
March 31, 2002 of derivative transactions for which hedge accounting

has not been applied:

Forward currency exchange transactions

Thousands of
Millions of yen U.S. dollars
Contracted amount Current market Unrealized Unrealized
(Over one year) amount gains gains
Purchase U.S.
dollars ¥1,056 (¥794) ¥1,151 ¥95 $713




11. WRITE-DOWN OF INVENTORIES

The BSE outbreak depressed market prices of beef. This forced the
Company to record a write-down of inventories for products whose
market value fell substantially below book value.

12. FINANCE LEASES
Information for non-capitalized finance leases at March 31, 2002 and
2001 was as follows:

Thousands of
Millions of yen U.S. dollars
Furniture
March 31, 2002 and fixtures  Other Total Total
Original lease obligation
(including finance
charges) ¥4,019 ¥3,229 ¥7,248 $54,394
Payments remaining:
Payments due within
one year ¥1,402 $10,522
Payments due after
one year 1,964 14,739
Total ¥3,366 $25,261
Millions of yen
Furniture
March 31, 2001 and fixtures  Other Total
Original lease obligation
(including finance
charges) ¥5,424  ¥2,700 ¥8,124
Payments remaining:
Payments due within
one year ¥1,234
Payments due after
one year ¥1,989
Total ¥3,223

Total lease payments, including finance charges, under non-capitalized
finance leases for the years ended March 31, 2002 and 2001 were
¥1,261 million ($9,463 thousand) and ¥1,219 million, respectively.
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13. INCOME TAXES
Significant components of the Company’s deferred tax assets and
liabilities as of March 31, 2002 and 2001 are as follows:
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Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Deferred tax assets:
Allowance for doubtful
receivables ¥ 602 ¥ 382 $ 4,518
Bonuses accrued 820 641 6,154
Werite-down of inventories 476 = 3,572
Enterprise taxes 27 252 202
Directors’ retirement
benefits 400 354 3,002
Write-down of investment
securities 1,254 802 9,411
Liability for employees’
severance
and retirement benefits 3,419 3,437 25,659
Accumulated losses 2,154 1,328 16,165
Unrealized gain on land 245 245 1,839
Other 211 408 1,583
9,608 7,849 72,105
Less valuation allowance (2,219) (1,360) (16,653)
Total deferred tax assets 7,389 6,489 55,452
Deferred tax liabilities:
Deferred gains on real
properties (1,742) (1,423) (13,073)
Net unrealized holding gains
on securities (2,109) (2,693) (15,827)
Other (109) (125) (818)
Total deferred tax liabilities (3,960) (4,241) (29,718)
Net deferred tax assets ¥ 3,429 ¥ 2,248 $ 25,734

Reconciliation of the difference between the statutory tax rate and the
effective income tax rate for the year ended march 31, 2002 is as follows:

Statutory tax rate 42.4%

Reconciliation
Non-deductible expenses 135.4
Non-taxable dividend income (55.1)
Inhabitants’ per capita taxes 94.4
Equity in earnings of associated companies (252.3)
Less valuation allowance 519.0
Other (9.5)

Effective income tax rate

474.3%




14. SHAREHOLDERS' EQUITY

The Company purchased and retired 5,000,000 shares of its common
stock in accordance with resolutions of the directors’ meetings held on
June 28, 2001. As a result, the number of the Company’s registered
authorized common stock was reduced to 342,013,000 shares at March
31, 2002. The cost of the retired shares was charged to additional paid-in
capital in the amount of ¥2,360 million ($17,711 thousand).

Under the Commercial Code of Japan, the entire amount of the
issue price of shares is required to be accounted for as capital, although
a company may, by resolution of its board of directors, account for an
amount not exceeding one-half of the issue price of the new shares as
additional paid-in capital.

Effective October 1, 2001, the Japanese Commercial Code provides
that an amount equal to at least 10% of cash dividends and other cash
appropriations shall be appropriated and set aside as a legal reserve
until the total amount of legal reserve and additional paid-in capital
equals 25% of common stock. The legal reserve and additional paid-in
capital may be used to eliminate or reduce a deficit by resolution of the
stockholders’ meeting or may be capitalized by resolution of the Board
of Directors. On condition that the total amount of legal reserve and
additional paid-in capital remains being equal to or exceeding 25% of
common stock, they are available for dividends by the resolution of
shareholders’ meeting. Legal reserve is included in retained earnings in
the accompanying financial statements.

The maximum amount that the Company can distribute as dividends
is calculated based on the unconsolidated financial statements of the
Company in accordance with the Commercial Code of Japan.

15. SEGMENT INFORMATION
The Company and its consolidated subsidiaries are primarily engaged
in the manufacture and sale of foods. As these activities comprise one
industry segment, industry segment information is not disclosed.
The Company and its consolidated subsidiaries operate mainly
within Japan, so regional segment information is not disclosed.
The overseas sales for the years ended March 31, 2001 and 2002

were less than 10% of consolidated net sales.

16.RELATED PARTY TRANSACTIONS
Principle transactions between the Company and related parties for

the year ended March 31, 2002 are summarized as follows:

Thousands of
Millions of yen U.S. dollars
Insurance premium paid ¥213 $1,598

Purchase of cardboard boxes 42 315
Purchase of software 11 83

17. SUBSEQUENT EVENT

At the ordinary shareholders’ meeting of the Company held on June
27,2002, the appropriation of the Company’s retained earnings for
the year ended March 31, 2002 was duly approved as follows:

Thousands of
Millions of yen U.S. dollars
Appropriation:
Cash dividends (¥8.00 per share) ¥1,684 $12,638




ItoHam Foops INc. 36 » 37

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and the Board of Directors
ITOHAM FOODS INC.

We have audited the accompanying consolidated balance sheets of ITOHAM FOODS INC. (a Japanese
corporation) and subsidiaries as of March 31, 2002 and 2001, and the related consolidated statements of
operations, shareholders’ equity and cash flows for the years then ended, expressed in Japanese yen. Our
audits were made in accordance with generally accepted auditing standards in Japan and, accordingly, included
such tests of the accounting records and such other auditing procedures as we considered necessary in

the circumstances.

In our opinion, the consolidated financial statements referred to above present fairly the consolidated
financial position of ITOHAM FOODS INC. and subsidiaries as of March 31, 2002 and 2001, and the
consolidated results of their operations and cash flows for the years then ended in conformity with accounting
principles generally accepted in Japan (Note 1) applied on a consistent basis during the periods, except as

noted in the following paragraph.
As explained in Note 2 (4), (9) and (14), in the year ended March 31, 2001, ITOHAM FOODS
INC. and subsidiaries prospectively adopted the new Japanese accounting standards for financial instruments,

retirement benefits and foreign currency translation.

Also, in our opinion, the U.S. dollar amounts in the accompanying consolidated financial statements

have been translated from Japanese yen on the basis set forth in Note 1.

Osaka, Japan
June 27, 2002 M D Cy
*

Asahi & Co.




MANAGEMENT AND COMPANY NETWORK

Board of Directors

Corporate Executive Officers

President Directors Haruo Ito*?
Kenichi Ito Nario Ishida*! Shozaburo Hirasawa

Michitaka Sakai Toyoo Nakamura
Representative Director Kotaro Kikuchi Shinichi Yamada
Masami Ito Minoru Nose™! Takashi Ninomiya

Akio Mito Yoshitaka Tanaka
Senior Managing Directors Toshiyuki Fujiyama Shingo Iwamoto
Naotada Tano Tsuguharu Kawano
Hironobu Takagi Standing Auditors S K

Yoshio Hayashi .

. Satoru Hirayama

Managing Directors Takao Kobayashi Kazumi Thara
Shigeo Takahashi
Chikara Kasai*! Auditors

Kenichiro Kensho

Shinobu Okamoto

ot Corporate Executive Officer *2 Senior Executive Officer

(As of June 27, 2002)

Headquarters Subsidiaries Itoham Foods (Australia) Pty. Ltd.
3-2-1, Bingo-cho, Nada-ku Itoham Daily Inc. Level 25, St. Martin’s Tower 31
Kobe City, Hyogo HW Delicatessen Inc. Market Street, Sydney

Itoham Shokuhin Inc. N.S.W. 2000, Australia
Head Office Itoham Sales Inc. Tel: 02-9283-6333

4-27, Takahata-cho
Nishinomiya City, Hyogo
Tel: 0798-66-1231

Tokyo Office
1-6-21, Mita
Meguro-ku, Tokyo
Tel: 03-5723-6204

Plants

Nishinomiya, Tokyo,
Toyohashi, Kyushu,
Rokko, Otaru,
Tohoku, Hokushin,

Funabashi

Okinawa Itoham Inc.
Sankyo Meat Packers Inc.
Hoei & Co., Ltd.

Kikusui Inc.

Itoham Kansai Meat Sales Inc.
Itoham Kanto Meat Sales Inc.
Itoham Chubu Meat Sales Inc.
Itoham Kyushu Meat Sales Inc.

Overseas Network

Ito Cariani Sausage Co., Inc.

3190 Corporate Place

Hayward, California 94545, U.S.A.

Tel: 510-887-0882

Five Star Beef Ltd.

Seaside Road, Wakanui
P.O. Box 42, Ashburton

New Zealand
Tel: 03-308-1599

American Peptide Company, Inc.

777 E. Evelyn Avenue

Sunnyvale, California 94086, U.S.A.

Tel: 408-733-7604

Domaine de la Lauzade Kinu-Ito

Paris Office
4, Rue de Ventadour
75001 Paris, France

Tel: 33-1-42-60-40-60
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1 ITOHAM

ITOHAM FOODS INC.

4-27, Takahata-cho, Nishinomiya City, Hyogo 663-8586, Japan
Tel: 0798-66-1231

http://www.itoham.co.jp

[

PRINTED WITH
T\JJ SOY INK

R AEI00%BEREEALTNET COMFIIREICPELVARE SV F2
ERALTOET

Printed in Japan on recycled paper



