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Millions of yen

2001 2000 1999 1998 1997

Net sales ¥1,016,237 ¥  951,073 ¥  896,006 ¥1,069,789 ¥1,188,295

Income before income taxes and minority interests 12,796 32,123 21,414 48,685 75,601

Net income 6,256 17,450 16,699 20,373 42,452

Per share of common stock (in yen):

Net income 12.05 33.52 31.88 38.89 82.76

Diluted net income 33.50 37.91 79.89

Shareholders’ equity 1,182.01 1,188.63 1,151.12 1,136.55 1,115.04

Purchases of property, plant and equipment 19,235 11,960 47,545 28,700 34,133

Property, plant and equipment,

less accumulated depreciation 383,853 376,489 365,502 346,543 338,166

Total assets 1,066,457 981,893 950,701 1,013,072 1,145,944

Shareholders’ equity 613,867 617,421 603,060 595,429 584,157

Five-year summary
Daiwa House Industry Co., Ltd. and Subsidiaries     Years ended March 31

Years ended March 31

Consolidated
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Operating environment and financial strategy
During the term under review, Japan’s economy began to show

signs of recovery in terms of private capital investment and con-

sumption of durables, but due to worsening employment condi-

tions, consumer spending has yet to be rescued from its recent

slump, and conditions remain severe. Amid these circumstances,

the housing industry saw some favorable conditions, with low

market interest rates and extended preferential housing tax treat-

ment, but affected by an increasingly cloudy economic outlook,

the number of new housing starts fell below the figure for the

previous year.

The Company aims to strengthen its financial structure in

order to cope with such business conditions. Specifically, we

established a consolidated management administration division

in April 2001 to devise various measures to strengthen the

Company’s financial structure. Pressing matters for investigation

include optimizing asset management within the Daiwa Housing

Group, integrating accounting systems, including those for affili-

ated companies, and setting up an electronic transaction system

among affiliated companies.

The Company is also promoting measures such as examining

the effectiveness of investing while following policies designed to

firm assets, reducing investments that have little practical effect,

and shortening the period for recovering trade notes and

accounts receivable.

Results of operations
Net sales

Consolidated net sales for the term to March 31, 2001

increased 6.9% over the previous year to ¥1,016.2 billion

(US$8,195.5 million). In a segmental breakdown of comparisons

with the previous year, housing industry sales rose 3.3% to

¥651.7 billion, commercial construction sales rose 14.4% to ¥247.8

billion, tourist industry sales rose 16.6% to ¥43.5 billion, and other

Financial review
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industry sales rose 1.3% to ¥121.0 billion. Although the number of

new housing starts fell below the previous year’s figure, sales in

the housing sector, which focused on lot subdivisions, grew more

than the previous year. The commercial building sector was the

main underpinning of the sector’s growth.

The sales cost ratio rose 0.7 of a percentage point over the pre-

vious year to 78.1%, due to a change in the segment structure of

net sales.

Selling, general and administrative expenses rose 6.3%, or

¥10.5 billion, to ¥177.8 billion (US$1,433.7 million), but efforts to

curtail expenses brought about positive results, and the ratio to

net sales fell 0.1 of a percentage point to 17.5%.

Earnings

Operating income fell 6.8% from the previous fiscal year to

¥44.3 billion (US$357.2 million), bringing the ratio of operating

income to net sales down 0.6 of a percentage point to 4.4%.

In a breakdown of the ratio by major business segments, hous-

ing sector sales fell 0.8 of a percentage point from the previous

year to 7.2%, whereas commercial building sector sales rose 0.2 of

a percentage point to 6.6%, showing that the commercial con-

struction sector made a valuable contribution from the aspect of

the operating income ratio as well.

Under other income, appraisal loss on land and buildings for

sale amounted to ¥5.3 billion.

Net income for the term under review decreased 64.1% from

the previous term to ¥6.3 billion (US$50.5 million). This decline

was attributable to one-off expenses for provision to the reserve

for employees’ retirement benefits resulting from the change in

accounting standards: earnings per share stood at ¥12.05

(US$0.10).
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Liquidity and capital resources
Financial position

Consolidated total assets at the end of fiscal 2000 rose ¥84.6 bil-

lion over the previous year, to ¥1,066.5 billion (US$8,600.5 million).

Looked at from the asset side, the primary cause of this increase

lies in increases in cash and cash equivalents and land and build-

ings for sale. On the liabilities side, on the other hand, there were

large-scale increases in trade notes receivable, construction fees

receivable, and trade accounts receivable. This increase was regis-

tered because the last day of the fiscal year fell on a holiday. The

current ratio fell from 230.8% for the previous fiscal year to 195.0%

in fiscal 2000. However, cash and cash equivalents increased ¥32.6

billion to ¥173.2 billion (US$1,396.8 million). Thus, the soundness

of the Company’s liquidity has been preserved.

On the other hand, property, plant and equipment rose ¥7.4

billion over the previous year, to ¥383.9 billion (US$3,095.6 mil-

lion). Investments and other assets also increased ¥6.3 billion.

However, the ratio of fixed assets to long-term capital was main-

tained at 70.3%, roughly the same as the 69.6% level of the previ-

ous year.

Current liabilities increased ¥72.6 billion from the previous

year, to ¥267.3 billion (US$2,155.5 million). The primary cause

was a ¥58.6 billion increase in trade notes payable, construction

fees payable, and trade accounts payable.

Shareholders’ equity decreased ¥3.6 billion from the previous

year to ¥613.9 billion (US$4,950.5 million), in line with a decrease

in net income. As a result, the shareholders’ equity ratio fell 5.3

percentage points to 57.6%. In addition, the return on total assets
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employed (ROA) fell 1.2 percentage points from the previous

year, to 0.6%, and the return on shareholders’ equity (ROE) fell

1.9 percentage points to 1.0% in fiscal 2000.

Cash flows

Net cash provided by operating activities rose from ¥40.6 bil-

lion in fiscal 1999 to ¥64.1 billion (US$516.7 million) in fiscal 2000.

This was due mainly to increases in both procurement liabilities

and provision to reserve for retirement benefit obligations, calcu-

lated by applying the new accounting standards set for retire-

ment benefits, as well as to expenses for setting up a retirement

benefit trust.

Net cash used in investing activities increased to ¥25.3 billion

(US$203.8 million), from ¥9.3 billion in the previous year, mostly

due to the acquisition of additional property, plant and equipment.

The value of the property, plant, and equipment on the balance

sheets rose ¥7.4 billion to ¥383.9 billion. Sales of securities were

not conducted during the term under review.

Net cash used in financing activities showed a large-scale

decline from ¥41.4 billion in the previous term to ¥6.2 billion

(US$50.1 million). This decline was due mainly to the non-

repetition of repayment of short-term loans amounting to ¥30.0

billion in the previous term and to the fact that a ¥3.0 billion loan

was made in the term under review. The Daiwa House Industry

Co., Ltd. paid ¥9.1 billion in dividends during fiscal 2000.

The term-end balance of cash and cash equivalents rose ¥32.6

billion to ¥173.2 billion (US$1,396.8 million).
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ASSETS Thousands of 
Millions of yen U.S. dollars (Note 1)

2001 2000 2001

Current assets:
Cash and cash equivalents ................................................................................. ¥ 173,201 ¥140,617 $1,396,782
Marketable securities (Note 3) ........................................................................... 38 306
Short-term investments (Note 2-d) ................................................................... 3,294 2,173 26,565
Receivables:

Trade notes ....................................................................................................... 10,042 6,052 80,984
Trade accounts ................................................................................................. 52,832 50,196 426,056
Allowance for doubtful receivables .............................................................. (1,758) (2,150) (14,177)

Inventories (Note 4) ............................................................................................ 258,002 229,793 2,080,661
Deferred tax assets (Note 11) ............................................................................. 11,907 9,311 96,024
Prepaid expenses and other current assets...................................................... 13,605 13,274 109,726

Total current assets ...................................................................................... 521,163 449,266 4,202,927

Property, plant and equipment:
Land....................................................................................................................... 201,885 187,058 1,628,105
Buildings and structures..................................................................................... 305,708 300,667 2,465,389
Machinery and equipment ................................................................................. 50,788 49,215 409,581
Furniture and fixtures......................................................................................... 34,682 34,266 279,694
Construction in progress .................................................................................... 1,310 2,697 10,564

Total .............................................................................................................. 594,373 573,903 4,793,333
Accumulated depreciation ................................................................................. (210,520) (197,414) (1,697,744)

Net property, plant and equipment .......................................................... 383,853 376,489 3,095,589

Investments and other assets:
Investment securities (Note 3) ........................................................................... 38,620 54,590 311,452
Investments in and advances to associated companies ................................. 36,284 34,700 292,613
Long-term loans................................................................................................... 5,824 5,798 46,968
Deferred tax assets (Note 11) ............................................................................. 17,894 3,953 144,306
Lease deposits and other assets......................................................................... 64,718 57,360 521,919
Allowance for doubtful accounts ...................................................................... (1,899) (1,238) (15,314)

Total investments and other assets............................................................ 161,441 155,163 1,301,944
Translation adjustments (Note 2-n) .................................................................... 975
Total .......................................................................................................................... ¥1,066,457 ¥981,893 $8,600,460

See notes to consolidated financial statements.

Consolidated balance sheets
Daiwa House Industry Co., Ltd. and Subsidiaries     March 31, 2001 and 2000
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LIABILITIES AND SHAREHOLDERS’ EQUITY Thousands of 
Millions of yen U.S. dollars (Note 1)

2001 2000 2001

Current liabilities:
Short-term bank loans (Note 5) ......................................................................... ¥ 2,000 $ 16,129
Current portion of long-term debt (Note 5)..................................................... 2,005 16,169
Payables:

Trade notes.................................................................................................... 23,848 ¥  31,434 192,323
Trade accounts.............................................................................................. 125,955 59,724 1,015,766
Construction ................................................................................................ 518 1,755 4,177

Deposits received (Note 6) ................................................................................. 45,740 41,487 368,871
Income taxes payable .......................................................................................... 13,201 13,351 106,460
Accrued expenses and other current liabilities ............................................... 54,013 46,922 435,589

Total current liabilities............................................................................. 267,280 194,673 2,155,484

Long-term liabilities:
Long-term debt (Note 5) ..................................................................................... 1,000 2,090 8,065
Liability for employees’ retirement benefits (Note 7) .................................... 33,575 19,257 270,766
Long-term deposits received (Note 6) .............................................................. 125,494 124,386 1,012,048
Other long-term liabilities .................................................................................. 1,786 555 14,403

Total long-term liabilities ........................................................................ 161,855 146,288 1,305,282

Minority interests................................................................................................... 23,455 23,511 189,154

Commitments and contingent liabilities (Notes 13, 14 and 15)

Shareholders’ equity (Notes 2-n, 5, 8 and 16):
Common stock, ¥50 par value — authorized, 
1,900,000,000 shares; issued and outstanding, 
523,893,045 shares in both 2001 and 2000 ...................................................... 108,781 108,781 877,266

Additional paid-in capital .................................................................................. 122,041 122,041 984,202
Retained earnings ................................................................................................ 387,594 390,206 3,125,758
Translation adjustments ..................................................................................... (927) (7,476)

Total ............................................................................................................ 617,489 621,028 4,979,750
Treasury stock — at cost..................................................................................... (3,622) (3,607) (29,210)

Total shareholders’ equity ...................................................................... 613,867 617,421 4,950,540
Total .......................................................................................................................... ¥1,066,457 ¥981,893 $8,600,460
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Thousands of 
Millions of yen U.S. dollars (Note 1)

2001 2000 1999 2001

Net sales:
Construction................................................................................ ¥ 706,233 ¥714,083 ¥697,049 $5,695,427
Real estate .................................................................................... 181,845 122,504 127,286 1,466,493
Other............................................................................................. 128,159 114,486 71,671 1,033,540

Total net sales .......................................................................... 1,016,237 951,073 896,006 8,195,460
Cost of sales:

Construction................................................................................ 547,757 543,821 527,383 4,417,396
Real estate .................................................................................... 154,361 108,200 109,021 1,244,847
Other ............................................................................................ 92,052 84,289 54,914 742,354

Total cost of sales .................................................................... 794,170 736,310 691,318 6,404,597
Gross profit .................................................................................... 222,067 214,763 204,688 1,790,863
Selling, general and administrative expenses (Note 12)........ 177,777 167,266 164,473 1,433,686
Operating income.......................................................................... 44,290 47,497 40,215 357,177
Other income (expenses):

Interest and dividends............................................................... 796 911 2,002 6,419
Interest expense (Note 5)........................................................... (299) (434) (976) (2,411)
Gain (loss) on sales of marketable and investment securities... (120) 296 (13,546) (968)
Write-down of marketable and investment securities.......... (1,385) (44) (3,349) (11,169)
Write-down of inventories........................................................ (5,291) (12,567) (42,669)
Allowance for doubtful accounts............................................. (342) 550 (2,397) (2,758)
Amortization of transitional obligation for 
employees’ retirement benefits (Notes 2-h and 7)............... (9,198) (74,177)

Contribution to employees’ retirement 
benefit trust (Notes 2-h and 7)................................................ (14,732) (118,806)

Loss on securities contributed to employees’ 
retirement benefit trust (Note 2-h)......................................... (266) (2,145)

Other — net (Note 10)................................................................ (657) (4,086) (535) (5,299)
Other income (expenses) — net............................................ (31,494) (15,374) (18,801) (253,983)

Income before income taxes and minority interests .............. 12,796 32,123 21,414 103,194
Income taxes (Note 11):

Current......................................................................................... 22,268 18,440 4,652 179,581
Deferred ....................................................................................... (16,537) (4,426) (133,363)

Total .......................................................................................... 5,731 14,014 4,652 46,218
Minority interests in net income of subsidiaries.................... (809) (659) (63) (6,524)
Net income...................................................................................... ¥ 6,256 ¥  17,450 ¥  16,699 $ 50,452

Yen U.S. dollars

Per share of common stock (Note 2-p):
Net income .................................................................................. ¥12.05 ¥33.52 ¥31.88 $0.10

Diluted net income..................................................................... 33.50
Cash dividends applicable to the year .................................... 17.00 17.00 17.00 0.14

See notes to consolidated financial statements.

Consolidated statements of income
Daiwa House Industry Co., Ltd. and Subsidiaries     Years ended March 31, 2001, 2000 and 1999
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Thousands Millions of yen
Outstanding
number of Additional
shares of Common paid-in Retained Translation

common stock stock capital earnings adjustments

Balance, April 1, 1998 ....................................................... 523,893 ¥108,781 ¥122,041 ¥364,609
Net income...................................................................... 16,699
Cash dividends, ¥17.0 per share .................................. (8,906)
Bonuses to directors and corporate auditors ............ (162)

Balance, March 31, 1999 ................................................... 523,893 108,781 122,041 372,240
Adjustment of retained earnings for the adoption 
of deferred tax accounting method ........................... 9,253

Net income...................................................................... 17,450
Adjustment of retained earnings for 
removal of associated companies which 
were accounted for by the equity method ............... 185

Cash dividends, ¥17.0 per share .................................. (8,867)
Bonuses to directors and corporate auditors ............ (55)

Balance, March 31, 2000 ................................................... 523,893 108,781 122,041 390,206
Net income...................................................................... 6,256
Cash dividends, ¥17.0 per share .................................. (8,831)
Bonuses to directors and corporate auditors ............ (37)
Translation adjustments (Note 2-n) ............................ ¥(927)

Balance, March 31, 2001 ................................................... 523,893 ¥108,781 ¥122,041 ¥387,594 ¥(927)

Thousands of U.S. dollars (Note 1)
Additional

Common paid-in Retained Translation 
stock capital earnings adjustments

Balance, March 31, 2000 ............................................................................... $877,266 $984,202 $3,146,823
Net income................................................................................................... 50,452
Cash dividends, $0.14 per share ............................................................... (71,218)
Bonuses to directors and corporate auditors .......................................... (299)
Translation adjustments (Note 2-n) ......................................................... $(7,476)

Balance, March 31, 2001 ............................................................................... $877,266 $984,202 $3,125,758 $(7,476)

See notes to consolidated financial statements.

Consolidated statements of shareholders’ equity
Daiwa House Industry Co., Ltd. and Subsidiaries     Years ended March 31, 2001, 2000 and 1999
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Thousands of 
Millions of yen U.S. dollars (Note 1)

2001 2000 1999 2001

Operating activities:
Income before income taxes and minority interests.................... ¥ 12,796 ¥  32,123 ¥ 21,414 $ 103,194
Adjustments to reconcile net income before income taxes and 
minority interests to net cash provided by operating activities:
Income taxes — paid .................................................................... (22,418) (9,933) (11,867) (180,790)
Depreciation and amortization ................................................... 20,044 20,724 18,453 161,645
Loss (gain) on sales of marketable and investment securities.... 120 (296) 13,546 968
Write-down of memberships ...................................................... 820 6,613
Write-down of marketable and investment securities ................. 1,385 44 3,349 11,169
Loss on liquidation of associated companies............................ 1,126
Loss on sales and disposal of property, plant and equipment... 543 1,199 728 4,379
Equity in earnings of associated companies ............................. (933) (752) (530) (7,525)
Contribution to employees’ retirement benefit trust............... 14,732 118,806
Provision for employees’ retirement benefits,
net of payments........................................................................... 14,319 994 (373) 115,476

Changes in certain assets and liabilities:
Decrease (increase) in receivables........................................... (6,626) 1,219 8,523 (53,435)
Decrease (increase) in inventories .......................................... (39,652) 2,515 40,770 (319,774)
Increase (decrease) in payables — trade................................ 63,256 (7,081) (23,660) 510,129
Increase (decrease) in current deposits received.................. 4,253 (4,344) (5,672) 34,298

Other — net.................................................................................... 1,435 3,036 2,893 11,573
Total adjustments .................................................................. 51,278 8,451 46,160 413,532
Net cash provided by operating activities......................... 64,074 40,574 67,574 516,726

Investing activities:
Purchases of property, plant and equipment ............................... (19,235) (11,960) (47,545) (155,121)
Purchases of marketable and investment securities.................... (502) (514) (18,604) (4,048)
Increase in investments in and advances to 
associated companies .................................................................... (1,247) (626) (1,650) (10,056)

Proceeds from sales of marketable and investment securities... 110 4,385 13,792 887
Proceeds from sales of property, plant and equipment ................. 138 120 9,200 1,113
Decrease in investments in and advances to 
associated companies ..................................................................... 800

Decrease in long-term loans............................................................ 17,931
Increase in lease deposits................................................................. (3,342) (807) (1,911) (26,952)
Net decrease (increase) in other assets .......................................... (1,195) 62 (1,334) (9,638)

Net cash used in investing activities .................................. (25,273) (9,340) (29,321) (203,815)
Financing activities:

Net decrease in commercial paper ................................................ (30,000)
Net increase (decrease) in short-term bank loans........................ 2,000 (30,000) (8,315) 16,129
Increase in long-term debt............................................................... 1,000 8,065
Repayments of long-term debt ....................................................... (85) (360) (450) (685)
Purchases of treasury stock............................................................. (15) (1,914) (121)
Dividends paid.................................................................................. (9,117) (9,169) (8,906) (73,525)

Net cash used in financing activities .................................. (6,217) (41,443) (47,671) (50,137)
Effect of exchange rate changes on cash and cash equivalents........ (56)
Net increase (decrease) in cash and cash equivalents ....................... 32,584 (10,265) (9,418) 262,774
Cash and cash equivalents, beginning of year .............................. 140,617 130,489 139,907 1,134,008
Cash and cash equivalents of newly consolidated

subsidiaries, beginning of year ...................................................... 20,393
Cash and cash equivalents, end of year .......................................... ¥173,201 ¥140,617 ¥130,489 $1,396,782

See notes to consolidated financial statements.

Consolidated statements of cash flows
Daiwa House Industry Co., Ltd. and Subsidiaries     Years ended March 31, 2001, 2000 and 1999
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1. Basis of Presenting Consolidated Financial Statements
The accompanying consolidated financial statements have
been prepared from the consolidated financial statements
issued for domestic reporting purposes in accordance with
the provisions set forth in the Japanese Securities and
Exchange Law. Daiwa House Industry Co., Ltd. (the
“Company”) and its domestic subsidiaries maintain their
accounts and records in accordance with the provisions set
forth in the Japanese Commercial Code (the “Code”) and in
conformity with accounting principles and practices gener-
ally accepted in Japan, which are different in certain respects
as to application and disclosure requirements of
International Accounting Standards, and its foreign sub-
sidiary in conformity with those of each country of their
domicile. The consolidated financial statements are not
intended to present the financial position, results of opera-
tions and cash flows in accordance with accounting princi-
ples and practices generally accepted in countries and
jurisdictions other than Japan.

In preparing these consolidated financial statements, cer-
tain reclassifications and rearrangements have been made to
the consolidated financial statements issued domestically in
order to present them in a form which is more familiar to
readers outside Japan. In addition, the notes to the consoli-
dated financial statements include information which is not
required under accounting principles generally accepted in
Japan but is presented herein as additional information.

The consolidated financial statements are stated in
Japanese yen, the currency of the country in which the
Company is incorporated and operates. The translations of
Japanese yen amounts into U.S. dollar amounts are included
solely for the convenience of readers outside Japan and have
been made at the rate of ¥124 to $1, the approximate rate of
exchange at March 31, 2001. Such translations should not be
construed as representations that the Japanese yen amounts
could be converted into U.S. dollars at that or any other rate.

2. Summary of Significant Accounting Policies
a. Consolidation
The consolidated financial statements include the accounts of
the Company and all subsidiaries (together the “Group”).

Effective April 1, 1999, the Group changed its consolida-
tion scope of subsidiaries and associated companies from the
application of the ownership concept to the control or influ-
ence concept in accordance with the new accounting stan-
dard for consolidation. Under the control or influence
concept, those companies over whose operations the Parent,
directly or indirectly, is able to exercise control are fully con-
solidated, and those companies over which the Group has
the ability to exercise significant influence are accounted for

by the equity method.
The consolidated financial statements for the year ended

March 31, 1999 are not retroactively adjusted. 
The differences between the cost and underlying net

equity of investments in subsidiaries and associated compa-
nies at acquisition, are amortized over five years.

All significant intercompany balances and transactions
have been eliminated in consolidation. All material unreal-
ized profit included in assets resulting from transactions
within the Companies is eliminated.

b. Cash and cash equivalents
Cash equivalents are short-term investments that are readily
convertible into cash and that are exposed to insignificant
risk of changes in value. Cash equivalents include time
deposits and certificate of deposits, all of which mature or
become due within three months of the date of acquisition.

c. Marketable and investment securities
Prior to April 1, 2000, marketable and investment securities
listed on stock exchanges were stated at cost, determined by
the moving-average method. Effective April 1, 2000, the
Group adopted a new accounting standard for financial
instruments. Under this standard, all of the Group’s securi-
ties are classified as follows: i) held-to-maturity debt securi-
ties, which management has the positive intent and ability to
hold to maturity, are reported at amortized cost, and ii)
available-for-sale securities, which are those securities not
classified as held-to-maturity, are stated at cost, with disclo-
sure in the notes to the financial statements of the fair value
and net unrealized gains and losses, net of applicable taxes.
Effective April 1, 2001, available-for-sale securities will be
reported at fair value, with unrealized gains and losses, net
of applicable taxes, reported in a separate component of
shareholders’ equity. The cost of securities sold is deter-
mined based on the moving-average method. Details of the
fair value of available-for-sale securities, as of March 31, 2001
were as follows:

Millions Thousands of 
of yen U.S. dollars

Carrying amount on 
available-for-sale securities............. ¥35,482 $286,145

Fair value on 
available-for-sale securities............. 36,228 292,161

746 6,016
Applicable income taxes.................... 314 2,532
Minority interests ............................... (73) (589)
Net unrealized gain–net of tax ......... ¥ 505 $ 4,073

Notes to consolidated financial statements
Daiwa House Industry Co., Ltd. and Subsidiaries
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The adoption of the new accounting standard had no
material effect on the consolidated statements of income.
Marketable securities classified as current assets increased by
¥38 million ($306 thousand) and investment securities
decreased by the same amount as of April 1, 2000.

Non-marketable available-for-sale securities are stated at
cost, determined by the moving-average method. For other
than temporary declines in fair value, non-marketable 
available-for-sale securities are reduced to net realizable
value by a charge to income.

d. Short-term investments
Short-term investments are time deposits and certificates of
deposits, all of which mature or become due over three
months of the date of acquisition. Time deposits pledged as
collateral as substitutes of deposits for certain construction
and advertisement contracts were ¥299 million ($2,411 thou-
sand) and ¥101 million as of March 31, 2001 and 2000.

e. Inventories
Inventories are stated at cost. Inventories of land, residential
homes and condominiums, and construction projects in
progress include all costs of land, land development and
construction. The cost of construction materials and supplies
is determined by the average method. However, appropriate
write-downs are recorded for inventories with values con-
sidered to have been permanently or substantially impaired.

f. Property, plant and equipment
Property, plant and equipment are stated at cost.
Depreciation is computed by the declining-balance method
while the straight-line method is applied to buildings acquired
after April 1, 1998. The range of useful lives is principally
from 15 to 39 years for buildings and structures, from 10 to
13 years for machinery and equipment and from 5 to 15
years for furniture and fixtures.

g. Leases
All leases are accounted for as operating leases. Under
Japanese accounting standards for leases, finance leases that
are deemed to transfer ownership of the leased property to
the lessee are to be capitalized, while other finance leases are
permitted to be accounted for as operating lease transactions
if certain “as if capitalized” information is disclosed in the
notes to the lessee’s financial statements.

h. Retirement and pension plans
The Company and its domestic subsidiaries have unfounded
retirement benefit plans and prior to April 1, 2000, recorded
a liability at 40% of the amount which would be required if
all employees voluntarily terminated their employment at
the balance sheet date.

In addition, the Company and certain subsidiaries have a
contributory funded pension plan. Prior to April 1, 2000,
amounts contributed to the plan were charged to income
when paid.

Effective April 1, 2000, the Company and its domestic
consolidated subsidiaries adopted a new accounting stan-
dard for employees’ retirement benefits and accounted for
the liability for employees’ retirement benefits based on the
projected benefit obligations and plan assets at the balance
sheet date.

In August 2000, the Company contributed certain 
available-for-sale securities with a fair value of ¥14,732 
million ($118,806 thousand) to the employee retirement ben-
efit trust for the parent company’s non-contributory pension
plans, and recognized a non-cash loss of ¥266 million ($2,145
thousand).

The transitional obligation of ¥42,325 million ($341,331
thousand) is determined as of the beginning of the year. The
new accounting standard requires that the transitional oblig-
ation be reduced by an immediate charge to income in the
amount of the fair value of the above contribution. The
remaining transitional obligation of ¥27,593 million ($222,524
thousand) is being amortized over three years. As a result,
net periodic benefit costs, as compared with the prior
method, increased by ¥28,676 million ($231,258 thousand)
and income before income taxes and minority interest
decreased by ¥28,379 million ($228,863 thousand).

i. Research and development costs
Effective April 1, 1999, research and development costs are
charged to income as incurred in accordance with the new
accounting standard for research and development costs.
The adoption of the new standard had no material impact on
the financial statements.

j. Revenue and profit recognition
Sales and related profits are generally recorded when sales
contracts are closed and customers have satisfied the down
payment and other requirements stipulated by the contracts.
Land and land development costs are allocated to units sold
based upon relative area. Payments received from customers
prior to the recording of a sale are accounted for as current
deposits received (see Note 6).
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k. Income taxes
Effective April 1, 1999, the Group adopted the new account-
ing standard for interperiod allocation of income taxes based
on the asset and liability method. The cumulative effect of
the application of interperiod tax allocation in prior years in
the amount of ¥9,253 million is included as an adjustment to
retained earnings as of April 1, 1999. Such cumulative effect
is calculated by applying the income tax rate stipulated by
enacted tax laws to temporary differences as of April 1, 1999.

The provision for income taxes is computed based on the
pretax income included in the consolidated statements of
income. 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
amounts and the tax bases of assets and liabilities. Deferred
taxes are measured by applying currently enacted tax laws to
the temporary differences.

l. Appropriations of retained earnings
Appropriations of retained earnings at each year end are
reflected in the financial statements of the following year
after shareholders’ approval has been obtained. 

m. Foreign currency transactions
Prior to April 1, 2000, short-term receivables and payables
denominated in foreign currencies were translated into
Japanese yen at the current exchange rates at each balance
sheet date, while long-term receivables and payables denom-
inated in foreign currencies were translated at historical
rates.

Effective April 1, 2000, the Group adopted a revised
accounting standard for foreign currency transactions. In
accordance with the revised standard, all short-term and
long-term monetary receivables and payables denominated
in foreign currencies are translated into Japanese yen at the
current exchange rates at the balance sheet date. The foreign
exchange gains and losses from translation are recognized in
the income statement to the extent that they are not hedged
by forward exchange contracts.

The adoption of the revised standard had no material
impact on the consolidated financial statements.

n. Foreign currency financial statements
The balance sheet accounts of the consolidated foreign sub-
sidiary and associated companies are translated into
Japanese yen at the current exchange rate as of the balance
sheet date except for shareholders’ equity, which is trans-
lated at historical exchange rates.

Prior to April 1, 2000, differences arising from such trans-
lation were shown as “Translation adjustments” as either an
asset or liability in the balance sheet. Effective April 1, 2000,
such differences are shown as “Translation adjustments” in a
separate component of shareholders’ equity in accordance
with the revised accounting standard for foreign currency
transactions. Revenue and expense accounts of the consoli-
dated foreign subsidiary and associated companies are trans-
lated into yen at the current exchange rate.

o. Reclassifications
Certain reclassifications have been made to the 2000 and
1999 financial statements to conform to the classifications
used in 2001.

p. Per share information
The computation of net income per share is based on the
weighted average number of shares of common stock out-
standing during each year. The average number of common
shares used in the computation was 519,391 thousand,
520,525 thousand and 523,893 thousand shares for 2001, 2000
and 1999, considering the average number of the treasury
stocks.

Diluted net income per share of common stock assumes
full conversion of the outstanding convertible bonds at the
beginning of the year (or at the date of issuance if later) with
an applicable adjustment for related interest expense, net of
tax.

Diluted net income per share of common stock for the
years ended March 31, 2001 and 1999 is not disclosed
because it is anti-dilutive.

Cash dividends per share presented in the accompanying
consolidated statements of income are dividends applicable
to the respective years including dividends to be paid after
the end of the year.
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3. Marketable and Investment Securities
Marketable and investment securities as of March 31, 2001 and 2000 consisted of the following:

Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Current:
Government and corporate bonds............................................................................... ¥ 38 $ 306

Non-current:
Equity securities ............................................................................................................. 36,419 ¥52,387 293,702
Government and corporate bonds............................................................................... 2,201 2,203 17,750

Total...................................................................................................................................... ¥38,620 ¥54,590 $311,452

The carrying amount and aggregate fair values of marketable and investment securities at March 31, 2001 were as follows:

Millions of yen
Cost Unrealized gains Unrealized losses Fair value

Securities classified as:
Held-to-maturity ................................... ¥239 ¥5 ¥244

Thousands of U.S. Dollars
Cost Unrealized gains Unrealized losses Fair value

Securities classified as:
Held-to-maturity.................................. $1,927 $40 $1,967

Available-for-sale securities whose fair values are not readily determinable as of March 31, 2001 were as follows:

Carrying Amount
Millions of yen Thousands of U.S. dollars

Available-for-sale:
Equity securities ...................................................................................................... ¥ 937 $ 7,557
Debt securities.......................................................................................................... 2,000 16,129

Total............................................................................................................................... ¥2,937 $23,686

The carrying values of debt securities by contractual maturities for securities classified as available-for-sale and held-to-
maturity at March 31, 2001 are as follows:

Millions of yen Thousands of U.S. dollars
Available for sale Held to maturity Available for sale Held to maturity

Due in one year or less ............................. ¥ 38 $ 306
Due after one year through five years ... 201 1,621
Due after five years through ten years... ¥2,000 $16,129
Total ............................................................ ¥2,000 ¥239 $16,129 $1,927
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Carrying amounts and aggregate market values of non-current marketable securities at March 31, 2000 were as follows:

Millions of yen
Carrying amount Aggregate market value Unrealized gain (loss)

Non-current:
Investment securities................................................... ¥51,197 ¥63,263 ¥12,066
Investment in associated companies......................... 31,059 16,918 (14,141)
Government and corporate bonds ............................ 203 207 4

Total ................................................................................... ¥82,459 ¥80,388 ¥(2,071)

The difference between the above carrying amounts and the amounts shown in the accompanying balance sheet with respect
to investment securities and investments in associated companies consisted of unlisted securities, for which market value
amounts are not readily available.

4. Inventories
Inventories at March 31, 2001 and 2000 consisted of the following:

Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Finished residential homes and condominiums........................................................ ¥ 20,488 ¥  11,274 $ 165,226
Construction projects in progress................................................................................. 22,397 21,813 180,621
Residential homes and condominiums in process .................................................... 18,888 11,296 152,323
Land held:

For resale ...................................................................................................................... 151,517 139,592 1,221,911
Under development.................................................................................................... 25,697 24,660 207,234
Undeveloped ............................................................................................................... 7,242 8,372 58,403

Construction materials and supplies ........................................................................... 11,773 12,786 94,943
Total ................................................................................................................................. ¥258,002 ¥229,793 $2,080,661

The Group engages in two principal business activities. They manufacture and construct prefabricated houses and structures
and also engage in various contracted construction projects, primarily for the construction of large-scale commercial and resi-
dential buildings. To further such business, the Group purchases land for development and resale.

5. Short-term Bank Loans and Long-term Debt
Short-term bank loans at March 31, 2001 consisted of bank loans. The annual interest rates for the short-term bank loans ranged
from 0.6% to 1.5% at March 31, 2001.

Long-term debt at March 31, 2001 and 2000 consisted of the following:

Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Convertible bonds:
2.0% convertible bonds due 2002 ................................................................................. ¥2,005 ¥2,090 $16,169

Unsecured bank loans, 1.18%, due serially to 2003 ....................................................... 1,000 8,065
Total............................................................................................................................... 3,005 2,090 24,234

Less current portion ........................................................................................................... 2,005 16,169
Long-term debt, net of current portion ........................................................................... ¥1,000 ¥2,090 $ 8,065
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Annual maturities of long-term debt at March 31, 2001,
were as follows:

Millions Thousands of 
Year Ending March 31: of Yen U.S. Dollars

2002 ....................................................... ¥2,005 $16,169
2003 ....................................................... 1,000 8,065
Total ...................................................... ¥3,005 $24,234

All outstanding convertible bonds of the Company at
March 31, 2001 were convertible into 1,235 thousand shares

of the Company’s common stock at the conversion price of
¥1,623.4 per share, subject to antidilution provisions. The
convertible bonds may be redeemed prior to maturity in
whole or in part at prices ranging from 101% to 100% of the
principal amounts. 

The agreements for the convertible bonds contain restric-
tions with respect to the payment of cash dividends and
other matters. The amount of retained earnings free from
such restrictions was ¥386,423 million ($3,116,315 thousand)
at March 31, 2001 (see Note 8).

6. Current and Long-term Deposits Received
Current deposits received at March 31, 2001 and 2000 consisted of the following:

Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Advances from customers on signed or future sales contracts ............................... ¥33,041 ¥28,676 $266,460
Deposits from customers, primarily 
for incidental costs such as registration fees, etc. .................................................... 10,134 10,259 81,726

Other ................................................................................................................................. 2,565 2,552 20,685
Total ................................................................................................................................. ¥45,740 ¥41,487 $368,871

Long-term deposits received at March 31, 2001 and 2000 consisted of the following:

Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Deposits from the Company’s club members ............................................................ ¥ 72,266 ¥  76,353 $ 582,791
Deposits from members of golf courses ...................................................................... 5,765 6,812 46,492
Deposits from sales agents and subcontractors ......................................................... 8,717 9,119 70,298
Deposits from lessee ...................................................................................................... 38,725 31,782 312,298
Other ................................................................................................................................. 21 320 169
Total ................................................................................................................................. ¥125,494 ¥124,386 $1,012,048

The Group operates resort complexes that include hotels with adjacent golf courses, vacation homes and other resort facili-
ties. Members of the “Daiwa Royal Members Club” pay non-interest bearing refundable deposits to the Company and in return
have certain rights in relation to the use of all the Company’s resort hotels.

7. Retirement and Pension Plans
Under the unfunded retirement benefit plan, employees 
terminating their employment are entitled, in most circum-
stances, to lump-sum severance payments determined by 
reference to wage rates at the time of termination, years of 
service and certain other factors. In addition, the Company,
together with certain subsidiaries and associated companies,
has adopted a trusteed pension plan covering most employ-
ees of the Company and aforementioned companies.

Total charges to expense for the retirement and pension
plans were ¥6,964 million and ¥8,777 million for the years
ended March 31, 2000 and 1999, respectively.

Effective April 1, 2000, the Company and domestic con-
solidated subsidiaries adopted a new accounting standard
for employees’ retirement benefits.

The liability for employees’ retirement benefits at March
31, 2001 consisted of the following:
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Millions Thousands of 
of yen U.S. dollars

Projected benefit obligation........ ¥210,384 $1,696,645
Fair value of plan assets .............. (125,684) (1,013,580)
Unrecognized actuarial loss ....... (32,783) (264,379)
Unrecognized transitional 
obligation..................................... (18,395) (148,347)

Net liability.................................... 33,522 270,339
Prepaid benefit costs.................... 53 427
Liability for employees’ 
retirement benefits ..................... ¥ 33,575 $ 270,766

The components of net periodic benefit costs are as follows:

Millions Thousands of 
of yen U.S. dollars

Service cost .................................... ¥11,012 $ 88,807
Interest cost ................................... 6,736 54,323
Expected return on plan assets.... (4,686) (37,790)
Amortization of 
transitional obligation ............... 23,930 192,983

Net periodic benefit costs............ ¥36,992 $298,323

Assumptions used for the year ended March 31, 2001 are
set forth as follows:

Discount rate ........................................... 3.5%
Expected rate of return on plan assets ... 3.5%
Recognition period of 
actuarial gain (loss) .............................. Principally 10 years

Amortization period of 
transitional obligation.......................... 3 years

8. Shareholders’ Equity
The Code requires at least 50% of the issue price of new
shares, with a minimum of the par value thereof, to be desig-
nated as stated capital as determined by resolution of the
Board of Directors. Proceeds in excess of amounts designated
as stated capital are credited to additional paid-in capital.

The Code also requires companies to appropriate from
retained earnings to a legal reserve an amount equal to at least
10% of all cash payments which are made as an appropriation
of retained earnings until such reserve equals 25% of the

stated capital. This reserve amount of the Company, which is
included in retained earnings, totals ¥15,410 million ($124,274
thousand) and ¥14,510 million as of March 31, 2001 and 2000,
respectively, and is not available for dividends but may be
used to reduce a deficit by resolution of the shareholders.

The Company may transfer portions of additional paid-in
capital and legal reserve to stated capital by resolution of the
Board of Directors. The Company may also transfer portions
of unappropriated retained earnings, available for dividends,
to stated capital by resolution of the shareholders.

Under the Code, the Company may issue new common
shares to existing shareholders without consideration as a
stock split pursuant to resolution of the Board of Directors.
The Company may make such a stock split to the extent the
aggregate par value of the shares outstanding after the stock
split does not exceed the stated capital. However, the
amount calculated by dividing the total amount of share-
holders’ equity by the number of outstanding shares after
the stock split shall not be less than ¥50.

At the general shareholders’ meeting held on June 26,
1998, the Company’s shareholders approved the purchase of
treasury stock for retirement and related reduction of
retained earnings. The Company is authorized to repur-
chase, at management’s discretion, up to 50 million shares of
the Company’s stock for the purpose of canceling the shares
by charging costs of repurchase to retained earnings. Any
such amounts charged to retained earnings would not be
available for future distribution to shareholders.

At March 31, 2001, retained earnings recorded on the
books included ¥339,963 million ($2,741,637 thousand) desig-
nated as general reserves but available for future dividends
and bonuses to directors and corporate auditors subject to
approval by the shareholders and legal reserve requirements
(see Note 5 with respect to restrictions under convertible
debt agreements).

Dividends are approved by shareholders at a meeting
held subsequent to the fiscal year to which the dividends are
applicable. Semiannual interim dividends may also be paid
upon resolution of the Board of Directors, subject to certain
limitations imposed by the Code.
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9. Segment Information
Information about operations in different industry segments of the Group for the years ended March 31, 2001, 2000 and 1999 is
as follows:

Sales and operating income
Millions of yen

2001
Residential Commercial Resort Other Corporate Consolidated

Sales to customers .............. ¥648,804 ¥247,153 ¥43,485 ¥ 76,795 ¥1,016,237
Intersegment sales .............. 2,882 685 44,160 ¥(47,727)
Total sales ............................ 651,686 247,838 43,485 120,955 (47,727) 1,016,237
Operating expenses ............ 604,660 231,538 50,711 119,028 (33,990) 971,947
Operating income (loss) .... ¥ 47,026 ¥ 16,300 ¥(7,226) ¥ 1,927 ¥(13,737) ¥ 44,290

Thousands of U.S. dollars
2001

Residential Commercial Resort Other Corporate Consolidated

Sales to customers .............. $5,232,290 $1,993,170 $350,685 $619,315 $8,195,460
Intersegment sales .............. 23,242 5,524 356,129 $(384,895)
Total sales ............................ 5,255,532 1,998,694 350,685 975,444 (384,895) 8,195,460
Operating expenses ............ 4,876,290 1,867,243 408,959 959,904 (274,113) 7,838,283
Operating income (loss) .... $ 379,242 $ 131,451 $ (58,274) $ 15,540 $(110,782) $ 357,177

Millions of yen
2000

Residential Commercial Resort Other Corporate Consolidated

Sales to customers .............. ¥627,925 ¥215,229 ¥37,308 ¥  70,611 ¥951,073
Intersegment sales .............. 2,717 1,505 48,849 ¥(53,071)
Total sales ............................ 630,642 216,734 37,308 119,460 (53,071) 951,073
Operating expenses ............ 580,343 202,799 45,847 118,189 (43,602) 903,576
Operating income (loss) .... ¥  50,299 ¥  13,935 ¥(8,539) ¥    1,271 ¥  (9,469) ¥  47,497

Millions of yen
1999

Residential Commercial Resort Other Corporate Consolidated

Sales to customers .............. ¥611,857 ¥201,414 ¥39,473 ¥43,262 ¥896,006
Intersegment sales .............. 1,459 587 606 ¥(2,652)
Total sales ............................ 611,857 202,873 40,060 43,868 (2,652) 896,006
Operating expenses ............ 569,609 187,330 46,717 45,879 6,256 855,791
Operating income (loss) .... ¥ 42,248 ¥ 15,543 ¥(6,657) ¥(2,011) ¥(8,908) ¥ 40,215
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Assets, depreciation and capital investments
Millions of yen

2001
Residential Commercial Resort Other Corporate Consolidated

Assets .................................... ¥357,052 ¥156,937 ¥161,950 ¥86,241 ¥304,277 ¥1,066,457
Depreciation......................... 4,527 2,131 7,332 4,097 1,644 19,731
Capital investments ............ 16,706 3,328 2,223 6,605 1,697 30,559

Thousands of U.S. dollars
2001

Residential Commercial Resort Other Corporate Consolidated

Assets .................................... $2,879,452 $1,265,621 $1,306,048 $695,492 $2,453,847 $8,600,460
Depreciation......................... 36,508 17,185 59,129 33,041 13,258 159,121
Capital investments ............ 134,726 26,839 17,927 53,266 13,686 246,444

Millions of yen
2000

Residential Commercial Resort Other Corporate Consolidated

Assets .................................... ¥327,182 ¥132,795 ¥169,030 ¥91,278 ¥261,608 ¥981,893
Depreciation......................... 4,588 2,104 8,176 3,518 1,941 20,327
Capital investments ............ 4,603 2,664 3,636 4,704 1,316 16,923

Millions of yen
1999

Residential Commercial Resort Other Corporate Consolidated

Assets .................................... ¥303,060 ¥102,892 ¥177,952 ¥72,945 ¥293,852 ¥950,701
Depreciation......................... 4,855 1,684 9,754 1,157 96 17,546
Capital investments ............ 2,629 9,051 548 373 35,104 47,705

The industry segments consisted of the following:

Components of net sales Industry segment
in the consolidated
statements of income Residential Commercial Resort Other

Construction Construction of single/ Construction of Construction of
multi-family houses commercial  buildings resort villas
and condominiums 

Real estate Sales of real estate Sales and rental of Sales of land
for residential use real estate for lots for resort

commercial use villas
Real estate commissions

Rental of
residential complexes

Other Operation of Operation of
hotels and “do-it-yourself”

golf courses hardware centers

Eliminations include unallocated operating expenses, principally consisting of general corporate expenses incurred by the
administration headquarters of the Company. 

Corporate assets are principally cash and cash equivalents, marketable securities and investment securities.
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10. Other Income (Expenses): Other — Net
“Other income (expenses): Other — net” for the years ended March 31, 2001, 2000 and 1999 consisted of the following:

Thousands of 
Millions of yen U.S. dollars 

2001 2000 1999 2001

Equity in earnings of associated companies ........................................... ¥ 933 ¥ 752 ¥ 530 $ 7,525
Exchange gains (losses)............................................................................... 92 (292) (91) 742
Loss on sales and disposal of property, plant and equipment ............. (543) (1,199) (728) (4,379)
Real estate acquisition tax and other taxes .............................................. (420) (1,206) (381) (3,387)
Retirement benefits for directors............................................................... (566) (2,298) (4,565)
Loss on liquidation of associated companies .......................................... (1,126)
Expenses for large-scale repairs to property, 
plant and equipment ................................................................................. (1,062) (8,565)

Write-down of memberships ..................................................................... (820) (6,613)
Other — net ................................................................................................. 1,729 1,283 135 13,943
Total .............................................................................................................. ¥ (657) ¥(4,086) ¥(535) $(5,299)

11. Income Taxes
The Company and its domestic subsidiaries are subject to Japanese national and local income taxes which, in the aggregate,

resulted in a normal effective statutory tax rates of approximately 42.0%, 42.0% and 47.5% for the years ended March 31, 2001,
2000 and 1999, respectively.

The tax effects of significant temporary differences and loss carryforwards which resulted in deferred tax assets and liabili-
ties at March 31, 2001 and 2000 are as follows:

Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Current:
Deferred tax assets:

Write-down of land held for resale .................................................................... ¥ 6,756 ¥5,278 $54,484
Accrued bonuses ................................................................................................... 2,296 1,273 18,516
Accrued business tax ............................................................................................ 1,135 1,155 9,153
Other ....................................................................................................................... 1,720 1,605 13,871

Deferred tax assets .................................................................................................... ¥11,907 ¥9,311 $96,024
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Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Non-current:
Deferred tax assets:

Employees’ retirement benefits ........................................................................... ¥13,752 ¥ 1,523 $110,903
Unrealized gains on sales of property, plant and equipment ........................ 3,382 2,481 27,274
Other ....................................................................................................................... 2,608 1,441 21,032

Deferred tax assets .................................................................................................... 19,742 5,445 159,209
Deferred tax liabilities:

Retained earnings appropriated for tax allowable reserves ........................... ¥(1,761) ¥(1,441) $ (14,202)
Other ....................................................................................................................... (87) (51) (701)

Deferred tax liabilities .............................................................................................. (1,848) (1,492) (14,903)
Net deferred tax assets ............................................................................................. ¥17,894 ¥ 3,953 $144,306

A reconciliation between the normal effective statutory
tax rates for the years ended March 31, 2001 and 2000 and
the actual effective tax rates reflected in the accompanying
consolidated statements of income is as follows:

2001 2000

Normal effective statutory tax rates......... 42.0% 42.0%
Increase (decrease) in tax rates due to:

Permanently non-deductible expenses... 6.5 1.9
Non-taxable dividend income............... (0.7) (0.5)
Equity in earnings of 
associated companies ........................... (3.0) (1.0)

Write-down of investments 
in subsidiaries ........................................ (1.2)

Per capita levy ......................................... 4.2 1.6
Other — net.............................................. (3.0) (0.4)

Actual effective tax rates............................ 44.8% 43.6%

The actual effective statutory tax rates reflected in the
accompanying consolidated statement of income for the 
year ended March 31, 1999 differ from the normal effective tax
rates, primarily due to the effect of permanently non- deductible
expenses and temporary differences in the recognition of asset
and liability items for tax and financial reporting purposes.

12. Research and Development Costs
Research and development costs charged to income were
¥5,535 million ($44,637 thousand), ¥4,863 million and ¥3,882
million for the years ended March 31, 2001, 2000 and 1999,
respectively.

13. Leases
Total lease payments under finance leases that are not
deemed to transfer ownership of the leased property to the
lessee were ¥3,949 million ($31,847 thousand), ¥4,337 million,
and ¥6,122 million for the years ended March 31, 2001, 2000
and 1999, respectively.
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Pro forma information of leased property under finance leases that do not transfer ownership of the leased property to the
lessee on an “as if capitalized” basis for the years ended March 31, 2001 and 2000 were as follows:

Millions of yen
2001

Buildings and Machinery and Furniture and
structures equipment fixtures Total

Acquisition cost ............................................ ¥5,474 ¥568 ¥11,637 ¥17,679
Accumulated depreciation........................... 1,982 271 6,309 8,562
Net leased property....................................... ¥3,492 ¥297 ¥ 5,328 ¥ 9,117

Millions of yen
2000

Buildings and Machinery and Furniture and
structures equipment fixtures Total

Acquisition cost ............................................ ¥5,199 ¥596 ¥13,023 ¥18,818
Accumulated depreciation........................... 3,482 324 7,716 11,522
Net leased property....................................... ¥1,717 ¥272 ¥  5,307 ¥  7,296

Thousands of U.S. dollars
2001

Buildings and Machinery and Furniture and
structures equipment fixtures Total

Acquisition cost ............................................ $44,145 $4,581 $93,847 $142,573
Accumulated depreciation........................... 15,984 2,186 50,879 69,049
Net leased property....................................... $28,161 $2,395 $42,968 $ 73,524

Obligations under such finance leases as of March 31, 2001 and 2000 were as follows:

Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Due within one year ...................................................................................................... ¥3,538 ¥3,356 $28,532
Due after one year........................................................................................................... 5,579 3,940 44,992
Total .................................................................................................................................. ¥9,117 ¥7,296 $73,524

The amount of acquisition cost and obligations under finance leases includes the imputed interest expense portion.
Depreciation expenses, which are not reflected in the accompanying statements of income, computed by the straight-line

method were ¥3,949 million ($31,847 thousand), ¥4,337 million and ¥6,122 million for the years ended March 31, 2001, 2000 and
1999, respectively.
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Obligations and future rental income under non-cancellable operating leases as of March 31, 2001 and 2000 were as follows:

(Lessee) Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Due within one year ...................................................................................................... ¥ 17,266 ¥ 14,742 $ 139,242
Due after one year........................................................................................................... 197,552 164,514 1,593,161
Total .................................................................................................................................. ¥214,818 ¥179,256 $1,732,403

(Lessor) Thousands of 
Millions of yen U.S. dollars 

2001 2000 2001

Due within one year ...................................................................................................... ¥ 11,296 ¥ 8,533 $ 91,097
Due after one year........................................................................................................... 155,851 114,013 1,256,863
Total .................................................................................................................................. ¥167,147 ¥122,546 $1,347,960

14. Derivatives
The Company has entered into foreign exchange forward
contracts to hedge the risk from changes in foreign exchange
rates associated with liabilities denominated in foreign 
currencies.

It is the Company’s policy to use derivatives only for the
purpose of reducing market risks associated with liabilities.

The execution and control of derivatives are controlled by
the Finance Department. Each derivative transaction is
reported to management and the Accounting Department
monthly.

As of March 31, 2001, the Company did not have any for-
ward exchange contracts outstanding.

15. Commitments and Contingencies
Capital expenditure commitments — Commitments for capi-
tal expenditures outstanding at March 31, 2001 aggregated
approximately ¥572 million ($4,613 thousand).

Contingencies — At March 31, 2001, contingent liabilities for
notes endorsed with recourse and loans guaranteed in the
ordinary course of business amounted to ¥1,551 million
($12,508 thousand) and ¥108,647 million ($876,185 thousand),
respectively. Included in loans guaranteed were customers’
housing loans from banks in the amount of ¥106,539 million
($859,185 thousand).

16. Subsequent Event
a. Appropriations of Retained Earnings
The following appropriations of retained earnings at March
31, 2001 were approved at the Company’s shareholders’
meeting held on June 28, 2001:

Millions Thousands of 
of yen U.S. dollars

Year-end cash dividends, 
¥17.0 ($0.14) per share .............. ¥8,906 $71,823

b. Merger with Daiwa Danchi Co., Ltd. (“Daiwa Danchi”)
The Company merged with Daiwa Danchi on April 1, 2001, 
in accordance with a merger agreement approved at the
extraordinary general meeting of shareholders of Daiwa
Danchi, which is an associated company, held on December
14, 2000 and the extraordinary general meeting of sharehold-
ers of the Company held on December 15, 2000.

Under the terms and conditions of the merger, the
Company issued 0.3 shares of its common stock for each
Daiwa Danchi common share, which resulted in the issuance
of 26,771,371 shares and increases in common stock of ¥1,339
million ($10,798 thousand), additional paid-in capital of
¥25,714 million ($207,371 thousand), retained earnings of
¥20,138 million ($162,403 thousand), net of ¥7,476 million
($60,290 thousand) of elimination of common share holding
the Company and unrealized loss on available-for-sale secu-
rities of ¥1,859 million ($14,992 thousand) of the Company.
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The Company acquired all assets and assumed all liabili-
ties of Daiwa Danchi as summarized below:

ASSETS Millions Thousands of 
of yen U.S. dollars

Current Assets:
Cash and cash equivalents...... ¥ 12,983 $ 104,701
Short-term investments ........... 15 122
Receivables:

Trade notes ............................ 1,405 11,331
Trade accounts ...................... 5,246 42,306
Allowance for 
doubtful receivables........... (71) (573)

Inventories:
Finished residential homes 
and condominiums ............ 10,122 81,629

Residential homes and 
condominiums in process ... 9,869 79,589

Land held:
For sale ............................... 34,750 280,242
Under development ......... 28,194 227,371
Undeveloped ..................... 36,096 291,097

Supplies.................................. 188 1,516
Prepaid expenses and 
other current assets ................ 4,197 33,847

Total current assets ....... 142,994 1,153,178
Property and Equipment—Net

Land............................................ 48,167 388,444
Buildings and structures ......... 27,393 220,911
Machinery and equipment...... 1,220 9,839
Furniture and fixtures.............. 1,743 14,056
Construction in progress......... 41 331

Total .................................... 78,564 633,581
Accumulated depreciation...... (8,894) (71,726)

Net property 
and equipment ............ 69,670 561,855

Investments and Other Assets:
Investment securities ............... 6,056 48,839
Investments in and advances 
to subsidiaries and 
associated companies............. 13,630 109,919

Lease deposits and other assets 14,848 119,742
Allowance for 
doubtful accounts................... (6,117) (49,331)

Total investments 
and other assets ........... 28,417 229,169

TOTAL .......................................... ¥241,081 $1,944,202

LIABILITIES Millions Thousands of 
of yen U.S. dollars

Current Liabilities:
Short-term bank loans ............. ¥132,000 $1,064,516
Payables:

Trade notes ............................ 2,939 23,701
Trade accounts ...................... 27,574 222,371

Deposits received ..................... 8,167 65,863
Income taxes payable............... 29 234
Other current liabilities............ 4,707 37,960

Total current liabilities... 175,416 1,414,645
Long-Term Liabilities:

Employees’ retirement benefits... 360 2,903
Long-term deposits received.... 11,978 96,597
Other long-term liabilities....... 519 4,186

Total long-term 
liabilities ....................... 12,857 103,686

TOTAL .......................................... ¥188,273 $1,518,331
NET ASSETS................................ ¥ 52,808 $ 425,871
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To the Board of Directors and Shareholders of
Daiwa House Industry Co., Ltd.:

We have examined the consolidated balance sheets of Daiwa House Industry Co., Ltd. and subsidiaries as of March 31, 2001 and
2000, and the related consolidated statements of income, shareholders’ equity, and cash flows for each of the three years in the
period ended March 31, 2001, all expressed in Japanese yen. Our examinations were made in accordance with auditing stan-
dards, procedures and practices generally accepted and applied 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 financial position of Daiwa House
Industry Co., Ltd. and subsidiaries as of March 31, 2001 and 2000, and the results of their operations and their cash flows for
each of the three years in the period ended March 31, 2001, in conformity with accounting principles and practices generally
accepted in Japan applied on a consistent basis.

As discussed in Note 2, effective April 1, 1999, the consolidated financial statements have been prepared in accordance with
new accounting standards for consolidation, research and development costs and interperiod allocation of income taxes based
on the asset and liability method and effective April 1, 2000, the consolidated financial statements have been prepared in accor-
dance with new accounting standards for employees’ retirement benefits and financial instruments.

Our examinations also comprehended the translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion,
such translation has been made in conformity with the basis stated in Note 1. Such U.S. dollar amounts are presented solely for
the convenience of readers outside Japan.

June 28, 2001

Tohmatsu & Co.
Osaka Kokusai Building
3-13, Azuchimachi 2-chome,
Chuo-ku, Osaka 541-0052, Japan

Tel :+81-6-6261-1381
Fax:+81-6-6261-1238
www.tohmatsu.co.jp
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