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Non-Consolidated Balance Sheets

Promise Co., Ltd. Thousands of
March 31, 1999 and 1998 U.S. Dollars
Millions of Yen (Note 3)
1999 1998 1999
ASSETS
Current assets:
Cash and cash eqQUIVAIBNES .....cc.ceevvrereeeeeiiesieeeeesees st reessses s ¥ 161,877 ¥ 130,707 $ 1,342,819
Consumer loans receivable (Notes 4 and 10):
PrNCIPAL ettt ss s ss bbb sseens 976,614 866,634 8,101,319
Accrued interest iNCOME ......wveeerereeemmeesssssnesessssesesssssssssssssnenes 9,498 9,335 78,789
Less: allowance for credit losses (NOte 5) ....oovvererveeerrnisnnnneeens (35,170) (26,920) (291,747)
950,942 849,049 7,888,361
Short-term investments (NOLE B) ........oveereeereeereeereerseeeserseseseseseesseeenees 3,519 8,004 29,190
Prepaitd BXPENSES ..ottt ssesssesssessssssssessssenseses 2,510 2,899 20,822
Other CUITENT BSSELS ouvveeereeeeeereeeerserseeesee s sesesessessssssessesssessssesesssenens 13,392 14,735 111,093
Total current @sSets ............ccorveneersenneeeseesssesssssseeees 1,132,240 1,005,394 9,392,285

Investments and advances:

Investments in securities (Notes 6 and 10) ......cccovveeeeerrrrerreeeeeerssnnn 11,365 10,081 94,211
Investments in and advances to subsidiaries and affiliates ......... 11,710 13,032 97,138
Investments in equity other than capital stock (Note 2(10)) ........... 5,138 5,229 42,620
Long-term prepaid EXPENSES ......oveeeeeeeiviesiriesssesssessssssssssseesseseses 7,884 2,266 65,399
Other investments and @dVanCes .........eeeeeeesneessseeeseens 1,022 6,157 58,248
Less: allowance for credit [0sses (NOtE 5) ...oovrrrrreeeerrsrenerreeeers. (850) (870) (7,051)
Total investments and advances ................cocomrernnceeinnnnnnns 42,269 35,895 350,631
Property and equipment, net (NOte 8) .........cooovvvveeemmmnrrreceernssnnereeeeennnns 59,496 58,323 493540
Fixed leasehold deposits (NOtE 9) ...........ccoormmrrrecerrimmnnrereceirsnnnereeesennnns 12,491 12,273 103,616
Deferred Charge ... 1,926 — 15,978
TOtAl ASSELS ........ooovvvvvvereeeeeceececsissssssssseees s ¥1,248,422 ¥1,111,885 $10,356,050

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

U.S. Dollars
Millions of Yen (Note 3)
1999 1998 1999
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Short-term borrowings (Note 10) .....ov.eeevvveererrererseenssesssesseesssssesesens ¥ 22800 ¥ 64,800 $ 189,133
Current portion of long-term debt (Note 10) ...ocvevvevveeererererenerrreneren. 245,124 193,398 2,033,379
ACCOUNES PAYADIE oot b b 7,560 5,904 62,715
Accrued income taxes (NOte 18) ....rveeeeerisnerereeesmssseneseeesssssnneseeenes 24,725 25,948 205,100
ACCIUBH BXPENSES ..ucevereveeereeries s ssses st sssessssesssassssessssenees 5,318 4,893 44111
Other current iabilities ........cceeeeeeeescesesesesssseseeesssssesssssesesenns 345 252 2,811
Total current liabilities ... 305,872 295,195 2,537,309
Long-term liabilities:
Long-term debt (NOte 10) ..oovveeereeerrerrrenseesesssess s ssesesssssssssssesssens 566,124 534,275 4,696,178
Non-current accounts payable (Note 2 (10)) ..oovveeervevernrerereneerrenirens 7,846 8,590 65,081
Accrued severance indemMNItIES ........oooceeereeeeermneesessmnseessssseessssnnnns 7,334 6,793 60,842
Other 1ong-term debt ..o neeen 1,932 2,016 16,022
Total long-term liabilities ............cccooeveverecverrceereeeeeeeene e, 583,236 551,674 4,838,123
Contingent liabilities (Note 13)
Shareholders’ equity (Note 14):
Common stock, ¥50 par value:
Authorized — 300,000,000 shares
Issued:
- 119,615,061 shares at March 31, 1999 ......cocvmmrreermeeeerennne 44,446 — 368,692
— 108,615,061 shares at March 31, 1998 ........ccccommrreermmreerennn — 13,558 —
Additional paid-in Capital ...t 54,240 23,363 449,937
LEGAI FESBIVE oottt sttt sses s s s st st snssen 3,778 3,256 31,341
VOIUNTAIY TBSEIVE ...ouvveeveevseetses et sses st sses s s ssessssennes 216,300 185,800 1,794,276
Retained BaMMINGS ..ot sses s s s sssssssseses 40,550 39,039 336,372
Total shareholders’ equity ... 359,314 265,016 2,980,618
Total liabilities and shareholders’ equity ... ¥1,248,422 ¥1,111,885 $10,356,050
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Non-Consolidated Statements of Income

Promise Co., Ltd.

Thousands of

For the years ended March 31, 1999 and 1998 U.S. Dollars
Millions of Yen (Note 3)
1999 1998 1999
Operating income:
Interest on CONSUMET l0ANS ..o ¥230,583 ¥212,314 $1,912,760
Other operating income (NOte 15) ..ottt 1,740 8,016 64,206
Total operating INCOME ............c.cocvivirrinecnenrnr e 238,323 220,330 1,976,966
Operating expenses:
Financial expenses (NOte 16) .......ccceceeeeeeereeceeeeeteeeee et senanns 20,882 22,064 173,219
General and administrative expenses (Note 17) ......ccccoeevevereeeeernerenne. 96,853 86,529 803,423
Credit losses including provision for uncollectible loans (Note 5) .......... 35,874 25,597 297,593
Total operating eXpenses ...........ccccocveeerrneerereeneneereeese e 153,609 134,190 1,274,235
Operating Profit ... 84,714 86,140 702,731
Other income (expenses):
Interest and dividend income on iNVeStMeNtS ........ccocceveeevereereseeeeeene 417 446 3,463
Amortization of deferred charge ... (963) — (7,989)
BONd iSSUB BXPENSES ..ottt bbb s (163) (120) (1,350)
Insurance money received and insurance dividend ........ccooeeeverenenne 139 173 1,149
Equity in earnings of Tokumei Kumiai (Note 2 (10)) ......cccoeervereerrerrcrnnene. 979 579 8,118
Net loss on sales of short-term investments and
INVESTMENTS N SECUIMLIES .ooveeeeeeeeereeee e (94) (982) (783)
Loss on valuation of investments in SECUTIES .....cccocecereeeveerrerceeeeresrnne, (44) (1,736) (368)
Net loss on sales or disposal of property and equipment .................... (2,203) (2,762) (18,274)
Gain on liquidation of Tokumei KUmiai .......cccoeeverrerreensensrnerresesnsesssenne, — 1,151 —
OthEr, NBL oo e 189 (466) 1,578
Total other eXpenses, NEt ..............cccooeevernerneieeiessessesss s (1,743) (3,717) (14,456)
Income before income taxes ..........coocooeeeeeeeeeeeseeee e, 82,971 82,423 688,275
Income taxes (NOte 18) ..o 42,796 43,755 355,007
NELINCOME ..ottt et sa s ¥ 40,175 ¥ 38,668 $ 333,268
U.S. Dollars
Yen (Note 3)
Amount per share:
Net income:
BASIC .uovveitcicceet ettt bt s ¥ 342.69 ¥ 356.78 $ 284
11T PSP 336.98 349.72 2.80
Cash diVIAENAS ...t ettt enaas 65 63 0.54
Weighted average number of shares (Thousands):
BASIC ettt sttt 117,234 108,381 117,234
DIlULEA oottt 119,222 110,571 119,222

The accompanying notes are an integral part of these statements.
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Non-Consolidated Statements of Shareholders’ Equity

Promise Co., Ltd.
For the years ended March 31, 1999 and 1998

Millions of Yen

Number of Additional

shares of Common paid-in Legal Voluntary Retained

common stock stock capital reserve reserve earnings

Balance at March 31, 1997 98,528,070 ¥13,023 ¥22,828 ¥3,256 ¥157,800 ¥34,452
NEt INCOME .ottt — — — — — 38,668
Cash dividends paid .......ccccoevverrerneneenneneisensnnenns — — — — — (5,914)
Bonuses to directors and statutory auditors .... — — — — — (167)
Transfer to voluntary reserve ... — — — — 28,000 (28,000)
Conversion of convertible bonds ........cccoeeneeeneee 226,733 535 535 — — —
Stock split (1int0 1.10) .oeeeeeeeeeeeeeeeeeceees 9,860,258 — — — — —
Balance at March 31, 1998 ................ccoconeninnrunne. 108,615,061 ¥13,558 ¥23,363 ¥3,256 ¥185,800 ¥39,039
NEt INCOME .ottt = = = = = 40,175
Legal reSBIVE ...ttt — — — 522 — (522)
Cash dividends paid .......cccoovevrvrerneneenneneesenineenns — — — — — (7,472)
Bonuses to directors and statutory auditors .... — — — — — (170)
Transfer to voluntary reserve ... — — — — 30,500 (30,500)
Proceeds from issuance of new shares ............ 11,000,000 30,888 30,877 = = =
Balance at March 31, 1999 ............cocooeonioninnrenne. 119,615,061 ¥44,446 ¥54,240 ¥3,778 ¥216,300 ¥40,550

Thousands of U.S. Dollars (Note 3)

Number of Additional

shares of Common paid—in Legal Voluntary Retained

common stock stock capital reserve reserve earnings

Balance at March 31,1998 ..o, 108,615,061  $112,466  $193,803  $27,007  $1,541,269  $323,845
NEt INCOME e — — — — — 333,268
Legal reServe ... — — — 4,334 — (4,334)
Cash dividends paid .....cccoooeeeeeceeeeeeeeeeeeeene — — — — — (61,981)
Bonuses to directors and statutory auditors .... — — — — — (1,419)
Transfer to voluntary reserve ..., — — — — 253,007  (253,007)
Proceeds from issuance of new shares ........... 11,000,000 256,226 256,134 — — —
Balance at March 31,1999 ..., 119,615,061  $368,692  $449,937  $31,341  $1,794276  $336,372

The accompanying notes are an integral part of these statements.
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Non-Consolidated Statements of Cash Flows

Promise Co., Ltd.

Thousands of

For the years ended March 31, 1999 and 1998 U.S. Dollars
Millions of Yen (Note 3)
1999 1998 1999
Operating activities:
NEL INCOME oottt sttt sttt ¥ 40,175 ¥ 38,668 $ 333,268
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization ... 8,527 6,982 70,739
Credit losses including provision for uncollectible loans ................. 35,874 25,597 297,593
Provision for accrued severance indemnities ..........coceeveeeeeveveserennns 541 556 4,492
Equity in earnings of Tokumei KUmiai .....ccoceueeeuvecnecceecceeceecienas (745) (372) (6,178)
Gain on liquidation of Tokumei KUMi@i .....ccoceevueeecueeeeereeeceeeeeeeeeeceeenenes — (1,094) —
Loss on valuation of investments in SECUNItIeS .....ccoecvevvereeeecceeeene. 44 1,736 368
Net loss on sales of short-term investments and
INVESTMENTS IN SECUIMLIES .vviiieeeeeeeeeeeeee et 94 982 783
Net loss on sales or disposal of property and equipment ............... 2,203 2,162 18,274
Changes in operating assets and liabilities:
Increase in accrued iNterest iNCOME .....cc.oveevevceeereevreeeeeeseeee e (163) (1,551) (1,349)
Decrease in prepaid BXPENSES .....ocoveerenerreresenserssssssssssssssssssssssees 389 207 3,223
Decrease (Increase) in other current assets .......oeceevveeeeeeeeserrennes 1,343 (5,715) 11,142
Increase (Decrease) in accounts payable .......cccoeeeverveeeeeccrncnne, (495) 891 (4,106)
Increase (Decrease) in accrued iNCOME tAXES ....ocevveeevevreereveeeenrnn. (1,223) 2,775 (10,146)
Increase in aCCrued EXPENSES ...coceeecererereereeeree st sseseens 424 78 3,520
Increase (Decrease) in other current liabilities .......ccccoovveecernnnee. 94 (35) 784
01 =Y A =1 ST 83 (455) 656
Net cash provided by operating activities ..o 87,165 72,012 723,063
Investing activities:
Consumer loans made t0 CUSIOMEIS ...oovieeeveeieeeereee s s e (622,392) (553,263) (5,162,940)
Principal collected on consumer [0anS ..o 484,788 449,359 4,021,469
Payment for purchase of SECUTILIES ....ccceecerveeereereereeeeece e (11,178) (3,213) (92,723)
Proceeds from sales of SECUMLIES ...ccucveeeereeecreee e 14,239 11,556 118,117
Purchases of property and equUipmMent .......ccoeveeveeeeereeereeeseeseeesseseeessenen. (7,267) (9,644) (60,284)
Proceeds from sales of property and equipment ........ccccccoevvverrrcereennen. 66 286 547
Increase in fixed leasehold deposits .......cccoveverceesenersereereesesee e, (218) (1,506) (1,812)
Increase in other INVESIMENTS ......ccvcvieveeeeeereeecre et (6,677) (1,141) (55,381)
Net cash used in investing activities .................cccocooeveeerncneecceccee e, (148,639) (107,566) (1,233,007)
Financing activities:
Proceeds from issuance of common stock, net of expenses ............... 58,876 — 488,393
Proceeds from long-term debt ... 285,746 250,516 2,370,355
Repayments of long-term debt ... (202,334) (174,885) (1,678,427)
Increase (Decrease) in short-term borrowings .......cooeeeeeeeeveeeeeceeceenenee. (42,000) 11,800 (348,403)
Cash dividends Paid ...t (7,473) (5,917) (61,987)
Bonuses paid to directors and statutory auditors .......ccccccvvveveerereernenns (171) (167) (1,420)
Net cash provided by financing activities ..., 92,644 81,347 768,511
Net increase in cash and cash equivalents ..., 31,170 45,793 258,567
Cash and cash equivalents at beginning of the year .............cccccceeenc... 130,707 84,914 1,084,252
Cash and cash equivalents at end of the year .............cccoooevnrninnne. ¥161,877 ¥130,707 $1,342,819
Supplemental disclosures of cash flow information:
Cash paid during the year for:
INEEIEST oottt s et e st eee s eees et eee st st a e eeenseeaneemansneeneaeeaennnsnenns ¥ 20,071 ¥ 20,765 $ 166,496
INCOME TAXES .ottt sn s sas s sn s et 43,975 40,980 365,152

The accompanying notes are an integral part of these statements.
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Notes to the Non-Consolidated Financial Statements

Promise Co., Ltd.

1. Basis of Presenting the Non-Consolidated Financial Statements

The accompanying non-consolidated financial statements have been prepared
from accounts and records maintained by Promise Co., Ltd. (the “Company”) in
accordance with the provisions set forth in the Commercial Code of Japan (the
“Commercial Code”) and in conformity with accounting principles and practices
generally accepted in Japan, which are different in certain respects as to applica-
tion and disclosure requirements of International Accounting Standards.

Relevant notes have been added, and certain reclassifications of account bal-
ances as disclosed have been made, so as to present them in a form which is
more familiar to readers outside Japan.

Although the non-consolidated statements of shareholders’ equity and cash
flows are not prepared in Japan for domestic reporting purposes, such statements
have been prepared for the purpose of inclusion in this document.

The non-consolidated financial statements are not intended to present the
non-consolidated financial position, results of operations and cash flows in accor-
dance with accounting principles and practices generally accepted in countries
and jurisdictions other than Japan.

2. Summary of Significant Accounting Policies

(1) Recognition of Interest Income

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

(2) Presentation of Financial Income and Expenses

Interest income on loans and dividend income from subsidiaries and affiliates and
dividends and interest on investments in securities are excluded from “Operating
income” in the accompanying non-consolidated statements of income.

Interest expense, which does not directly match operating income, is excluded
from “Operating expenses” in the accompanying non-consolidated statements of
income.

These income or expense amounts are principally included in “Other income”
or “Other expenses” in the accompanying non-consolidated statements of income.

(3) Allowance for Credit Losses and Write-0ffs

The allowance for credit losses is provided in an amount equivalent to the maxi-
mum deduction allowed by tax laws, or in an amount deemed necessary to cover
possible non-collectible accounts based on management's judgment, whichever is
greater.

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

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

(4) Valuation of Securities
Securities listed on stock exchanges are valued at the lower of cost or market,
cost being determined by the moving average method. Other securities are valued
at cost, which is determined by the moving average method. However, if the mar-
ket value of the securities substantially declines and the decline is deemed to be
of a permanent nature, an appropriate writedown is required.

Under the “at the lower of cost or market” method, the comparison of cost
with lower market value is made for specific securities, not on an aggregate basis.

(5) Property and Equipment
Property and equipment (other than new buildings acquired on or after April 1,
1998) are depreciated on a declining-balance method over the estimated useful
lives of the assets as prescribed by tax laws. The estimated useful lives of the
buildings are shortened by about 20% in conformity with 1998 tax changes. The
range of useful lives is principally from 3 to 50 years for buildings and from 2 to 20
years for furniture, fixtures and equipment.

Effective from April 1, 1998, the Company changed its depreciation method for
new buildings acquired on or after April 1, 1998 to the straight-line method. This
change was made in order to be consistent with the 1998 tax changes.

The effect of the above change and shortening on the results of operations for
the year ended March 31, 1999 were not material.

Normal repairs and maintenance including minor renewals and improvements
are charged to income as incurred. Gain or loss on the disposal of property and
equipment is recognized in the period of disposal.

(6) Investments in and Advances to Subsidiaries and Affiliates

Investments in subsidiaries and affiliates are valued at cost. The equity method to
account for investments in common shares of subsidiaries and affiliates has not
been followed by the Company in the accompanying non-consolidated financial
statements.

(7) Amortization

Amortization of computer software, which is included in “Long-term prepaid
expenses” in the accompanying balance sheets, is principally computed on the
straight-line method over 5 years, as specified by tax laws.

(8) Foreign Currency Translation
Foreign currencies and short-term receivables and payables (including current
portion of long-term debt) denominated in foreign currencies are translated into
Japanese yen at the relevant exchange rates prevailing at the respective balance
sheet dates. The resulting transaction gains or losses are included in the determi-
nation of “Other operating income” (“Financial expenses”) for the year.
Long-term receivables and payables denominated in foreign currencies includ-
ing investments in overseas subsidiaries are translated at the historical rates pre-
vailing at the transaction dates.
However, short-term and long-term payables in foreign currencies which are
hedged by forward exchange contracts are translated into yen at the contracted
rate of exchange.

(9) Leases

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

(10) Accounting for Japanese Leveraged Leasing Transactions

The Company entered into several Tokumei Kumiai (which is provided by the
Commercial Code § 535 and is similar to a limited partnership) agreements with
certain leasing companies with the objective of purchasing aircraft and leasing
them to foreign aircraft companies as operating leases. The total amount of
investments in Tokumei Kumiai as of March 31, 1999 is ¥3,803 million (831,544 thou-
sand) and the contract terms range from 10 years to 18 years. Due to the fact that
Tokumei Kumiai are designed to incur loss in its early years of operation, the
Company has recognized substantial loss on such investments in proportion to its
share in Tokumei Kumiai.

Investments in Tokumei Kumiai contracts are included in “Investments in equi-
ty other than capital stock” in the accompanying balance sheets. The Company
accounts for income or losses under the Tokumei Kumiai contracts as “Equity in
earnings of Tokumei Kumiai” in financial statements for the period in which the
accounting period of the Tokumei Kumiai ends. The accumulated losses from
Tokumei Kumiai contracts aggregated ¥7,846 million ($65,081 thousand) as of
March 31, 1999. These losses are classified as “Non-current accounts payable” in
the accompanying balance sheets.
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(11) Income Taxes

Income taxes are provided based on amounts required by the tax returns for the
period. No tax effect is recorded for temporary differences between tax and finan-
cial reporting.

(12) Accrued Severance Indemnities and Pension Plan

Under the terms of the retirement plan of the Company, employees of the
Company with more than two years of service are generally entitled to lump-sum
payments at the time of retirement.

The amount of the retirement benefit is, in general, based on the length of ser-
vice, the accumulated points of individual performance evaluation and cause of
retirement.

The Company fully accrues severance indemnities that would be required if all
eligible employees retired voluntarily at the balance sheet date, reduced by the
estimated benefits provided by a non-contributory funded pension plan. Such lia-
bility is not funded.

The Company has a non-contributory funded pension plan to cover 90 % of the
severance indemnities for employees who meet the following conditions. The pen-
sion plan of the Company provides for lump-sum payments or annual payments
after retirement to the retiring employees who have reached the age of 60
(mandatory retirement age) or who have reached the age of 51, with at least 15
years of employment in the Company.

The directors and statutory auditors of the Company are covered by a retire-
ment benefit plan under which the retiring directors or statutory auditors are enti-
tled to receive lump-sum retirement benefits. The amount of such benefits is
determined based on the Company's pertinent rules. The accrued severance
indemnities for the directors and statutory auditors in accompanying balance
sheets represent the estimated amount to be paid if all directors and statutory
auditors retired at the balance sheet dates.

(13) Deferred Charge
Stock issue expenses are deferred and amortized on the straight-line basis over
three years, as permitted by the Japanese Commercial Code.

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

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

The payment of bonuses to directors and statutory auditors is made out of
retained earnings instead of being charged to income for the year and constitutes
a part of appropriations referred to above.

(16) Net Income and Dividend per Share

Basic net income per share is based upon the weighted average number of
shares of common stock outstanding during each period, after appropriate
retroactive adjustments for the stock splits made by the Company.

Diluted net income per share is based upon the weighted average number of
shares of common stock outstanding during each period after consideration of the
dilutive effect of the non-interest bearing convertible bonds.

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

(17) Cash Equivalents

All deposits at banks with an original maturity date of one year or less and gov-
ernment and corporate bonds purchased under re-sale agreements are consid-
ered to be cash equivalents.

3. United States Dollar Amounts

The Company prepares its non-consolidated financial statements in Japanese yen.
The U.S. dollar amounts included in the accompanying non-consolidated financial
statements and notes thereto represent the arithmetical results of translating yen
into dollars at the rate of ¥120.55 to U.S.$1, being the effective rate of exchange at

March 31, 1999. The inclusion of such dollar amounts is solely for convenience
and is not intended to imply that yen amounts have been or could be readily con-
verted, realized or settled in dollars at the rate of ¥120.55 to U.S.$1 or at any other
rate.

4. Consumer Loans Receivable

Unsecured loans to individual customers, which were included in “Consumer
loans receivable”, were ¥967,881 million (88,028,873 thousand) and ¥858,225 million

as of March 31, 1999 and 1998, respectively.

5. Allowance for Credit Losses

Transactions affecting the “allowance for credit losses” account for the years ended March 31, 1999 and 1998 were summarized as follows:

Thousands of

Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, March 31,
1999 1998 1999
Balance at beginning ¥27,790 ¥23,750 $230,527
Credit losses written-off against the allowance (27,004) (21,557) (224,007)
Provision for uncollectible loans 35,234 25,597 292,278
Balance at end ¥36,020 ¥27,790 $298,798
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6. Short-term Investments and Investments in Securities

Short-term investments and investments in securities held by the Company as of March 31, 1999 and 1998 were summarized as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,
1999 1998 1999
Short-term investments:

Equity securities ¥ 1,182 ¥ 4,827 $ 9,805
Government and corporate bonds 1,000 — 8,295
Other securities 1,337 3171 11,090
¥ 3519 ¥ 8,004 $29,190

Investments in securities: | - |
Equity securities ¥ 9,365 ¥ 7993 $77,686
Government and corporate bonds 2,000 2,088 16,591
¥11,365 ¥10,081 $94,277

Book value and market value information on short-term investments and investments in securities held by the Company as of March 31, 1999 were summarized as follows:

Millions of Yen Thousands of U.S. Dollars
Book value Book value
per balance Market Unrealized per balance Market Unrealized
sheet value gain (loss) sheet value gain (loss)
Short-term investments:
Equity securities ¥ 1,182 ¥ 3,082 ¥1,900 $ 9,805 $ 25,563 $15,758
QOther securities 404 336 (68) 3,354 2,786 (568)
1,586 3418 1,832 13,159 28,349 15,190
Investments in securities:
Equity securities 8,586 15914 7,328 71,225 132,009 60,784
¥10,172 ¥19,332 ¥9,160 $84,384 $160,358 $75,974

Book values of securities which were excluded from the above disclosure of book value and market value information on short-term investments and investments in securi-

ties held by the Company as of March 31, 1999 were as follows:

Short-term investments:
Government and corporate bonds

Millions of Yen

Other securities

Investments in securities:
Equity securities

Government and corporate bonds

The market value information on these securities is not required under Japanese GAAP.

¥1,000

933

79
2,000

Thousands of

$8,295
1,136

6,461
16,591
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7. Financial Instruments

The Company enters into interest rate swap agreements to convert variable inter- used to reduce the exposure to market risk from fluctuation in interest rate. The
est rates on the principal amount of certain debts to fixed interest rates. In addi- Company does not hold or issue any financial instruments for trading purposes.
tion, the Company enters into interest rate cap agreements. These agreements are

The fair values of the off balance sheet financial instruments as of March 31, 1999 were as follows:

Millions of Yen
Notional amount
Due after
Total one year Fair value Unrealized loss
Year ending March 31, 1999
Interest rate swap:
Changing floating rates into fixed rate ¥ 2,840 ¥ 1,720 ¥(40) ¥ (40)
Interest rate cap:
Purchased 10,000 10,000 15 (63)
¥12,840 ¥11,720 ¥35 ¥(103)

Thousands of U.S. Dollars

Notional amount

Due after
Total one year Fair value Unrealized loss
Year ending March 31, 1999
Interest rate swap:
Changing floating rates into fixed rate $ 23,559 $14,268 $(336) $(336)
Interest rate cap:
Purchased 82,953 82,953 628 (526)
$106,512 $97,211 $292 $(862)
8. Property and Equipment
Property and equipment at March 31, 1999 and 1998 were summarized as follows:
Thousands of
Millions of Yen U.S. Dollars
March 31, March 31,
1999 1998 1999
Buildings ¥24,502 ¥23,167 $203,253
Structures 4,785 4,966 39,697
Furniture, fixtures and equipment 31,859 29,989 264,281
Other 2 2 18
61,148 58,124 507,249
Less: Accumulated depreciation (29,455) (28,063) (244,340)
31,693 30,061 262,909
Land 27,801 21,810 230,618
Construction in progress 2 392 13
¥59,496 ¥58,323 $493,540
9. Fixed Leasehold Deposits
Fixed leasehold deposits as at March 31, 1999 and 1998 were mainly those paid to lease rental payments. Such leasehold deposits do not bear interest and are gen-
the lessors in connection with the leases of facilities for office space. Lessors in erally returnable only when the lease is terminated.

Japan require large amounts of leasehold deposits equivalent to several months’
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10. Short-term Borrowings and Long-term Debt

Information on the amount of short-term borrowings outstanding at March 31, 1999 and 1998 were as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31,
1999 1998 1999
Short-term bank loans*

Secured ¥ 1,800 ¥12,800 $ 14,931
Entered into the forward contract of assigning consumer loans receivable ... 19,000 26,800 157,611
Unsecured 2,000 5,200 16,591
22,800 44,800 189,133
Commercial paper — 20,000 =
¥22,800 ¥64,800 $189,133

Notes*: - - -
Maximum month-end balance outstanding during the period ¥45,800 ¥57,700 $379,925
Average month-end balance outstanding during the period 32,978 51,117 273,566
Weighted average interest rate for the period 1.643% 1.458% 1.543%

Short-term bank loans outstanding at March 31, 1999 and 1998 were represented mainly by overdrafts with banks bearing interest at annual rates ranging from

1.058 % to 2.925 % and from 1.063 % to 2.125 %, respectively.

Long-term debt outstanding at March 31, 1999 and 1998 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
March 31,

1999 1998 1999

Loans, principally from banks and other financial institutions with interest rates indicated below*1:

Secured ¥192,653 ¥181,085 $1,598,117
Entered into the forward contract of assigning consumer loans receivable ... 363,493 333,568 3,015,292
Unsecured 186,171 174,089 1,544,348
742,317 688,742 6,157,757
Uncollateralized zero coupon convertible yen bonds, due 2000*2 8,931 8,931 74,082
2.100% per annum uncollateralized yen bonds, due 2002 10,000 10,000 82,953
2.600% per annum uncollateralized yen bonds, due 2002 10,000 10,000 82,953
2.000% per annum uncollateralized yen bonds, due 2002 10,000 10,000 82,953
2.100% per annum uncollateralized yen bonds, due 2001 10,000 — 82,953
2.100% per annum uncollateralized yen bonds, due 2001 10,000 — 82,953
2.050% per annum uncollateralized yen bonds, due 2002 10,000 — 82,953
Less: portion due within one year (245,124) (193,398) (2,033,379)
¥566,124 ¥534,275 $4,69,178
Weighted average interest rate for the period 2.681% 2.872% 2.681%

Notes:*1  Annual interest rates on loans from banks and other financial institutions outstanding as of March 31, 1999 and 1998 ranged from 0.710% to 4.900% and from

1.253% to 8.655%, respectively.

*2  The uncollateralized convertible yen bonds in the initial principal amount of ¥10,000 million due February 22, 2000 were issued on February 22, 1996, and are
convertible into common stock of the Company. The current conversion price is ¥4,492.00 ($37.26) per share. The conversion price was adjusted from

¥4,566.40 to ¥4,492.00, effective on June 19, 1998, due to the issuance of new shares.
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The Company’ s assets pledged as collateral for short-term bank loans and long-term loans with banks and other financial institutions at March 31, 1999 and 1998 were as

follows:

Millions of Yen
March 31,
1999 1998

Thousands of
U.S. Dollars

March 31,

1999

Consumer loans receivable* ¥199,569 ¥198,922
Investments in securities 332 321
¥199,901 ¥199,243

Note: * In addition to the above assets pledged, the Company entered into the forward contract of assigning consumer loans receivable.
The contract amounts were ¥397,534 million ($3,297,667 thousand) and ¥376,279 million as of March 31, 1999 and 1998, respectively.

The aggregate annual maturities of long-term debt, excluding the above bonds, outstanding at March 31, 1999 were as follows:

$1,655,489
2,153

$1,658,242

Thousands of

Millions of Yen U.S. Dollars
Year ending March 31,
2000 ¥236,193 $1,959,297
2001 210,372 1,745,103
2002 161,512 1,339,793
2003 91,301 751,370
2004 and thereafter 42,939 356,194

¥742,317 $6,157,757

11. Pension Plans
The accumulated balances of fund assets of the funded pension plans of the The past service costs for these pension plans are being amortized at the rate
Company aggregated ¥5,685 million ($47,161 thousand), as of March 31, 1999, of 30 % per annum by the declining-balance method.

which is the date of the most recent actuarial valuation.

12. Lease Commitments

(1) Rental, depreciation and interest expense relating to financing leases, which do not transfer ownership of the leased properties to the lessee during the terms of the leas-

es, were as follows:

Thousands of

Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, March 31,
1999 1998 1999
Rental expense ¥2,503 ¥2,387 $20,764
Depreciation expense 2,211 2,186 18,838
Interest expense 191 216 1,584

The depreciation expense is computed on a straight-line basis over the terms of the related leases. The interest expense is computed by the interest method.

The aggregate future lease payments as of March 31, 1999 and 1998 were as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,

1999 1998 1999
Due within one year ¥2,122 ¥2,198 $17,599
Due after one year 1,710 1,942 14,186
¥3,832 ¥4.140 $31,785

36



A summary of the leased properties under the above leases as of March 31, 1999 and 1998 were as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,
1999 1998 1999

Furniture, fixtures and equipment ¥10,415 ¥8,613 $86,393
QOther 475 404 3,940
10,890 9,017 90,333
Less: Accumulated depreciation (7,199) (5,051) (59,715)
¥ 3,691 ¥3,966 $30,618

(2) The aggregate future lease payments under ordinary operating leases as of March 31, 1999 and 1998 were as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,

1999 1998 1999
Due within one year ¥122 ¥113 $1,015
Due after one Year 4 150 338
¥163 ¥263 $1,353

13. Contingent Liabilities

As of March 31, 1999, the balance of guaranty of liabilities is ¥15,417 million
($127,890 thousand). This primarily guarantees subsidiaries’ loan payable to banks
and other financial institutions. As to ¥1,548 million ($12,842 thousand) of guaranty
of liabilities, which is the subsidiaries’ loan payable to the banks, the Company has
concluded the forward contract assigning consumer loans receivable with the

banks in connection with consumer loans receivable in the amount of ¥2,369 mil-
lion ($19,649 thousand).

In addition, the Company’s consumer loans receivable of ¥1,941 million ($16,107
thousand) pledged as collateral for guaranty of liability, which is the subsidiary’s
loan payable to the bank in the amount of ¥778 million ($6,454 thousand).

14. Shareholders’ Equity

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

On November 20, 1997, the Company made stock splits to shareholders of
record as of September 30, 1997 of 9,860 thousand shares in the ratio of 1.10
shares for each one share held.

On June 18, 1998, the Company made a public offering of 11,000 thousand
shares at issue price of ¥5,615 ($46.58) per share of the total proceeds from the

sale of new share amounting to ¥61,765 million ($512,360 thousand). The proceeds
were credited in approximately equal amounts to common stock and additional
paid-in capital.

The Commercial Code provides that an amount equal to at least 10 % of cash
dividends and other appropriations of retained earnings paid out with respect to
each financial period be set aside in a legal reserve until such reserve equals 25
% of the amount of common stock. This reserve may be transferred to common
stock by a resolution of the Board of Directors or used to reduce a deficit with the
approval of a shareholders’ meeting but is not available for dividend payments.

15. Other Operating Income

As described in Note2(3), the collected amounts are included in “Other operating income” in the accompanying statements of income in the year of recovery, when the pre-
viously written-off balances of consumer loans and the related interest are subsequently recovered and collected.

These collected amounts for the years ended March 31, 1999 and 1998 were as follows:

Thousands of

Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, March 31,
1999 1998 1999
Collected amounts ¥4.282 ¥4,381 $35,524

37



16. Financial Expenses

Interest expense, which was included in “Financial expenses” in the accompanying non-consolidated statements of income, for the years ended March 31, 1999 and 1998

were as follows:

Thousands of

Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, March 31,
1999 1998 1999
Interest expense ¥20,485 ¥21,262 $169,930

17. General and Administrative Expenses

General and administrative expenses in the accompanying non-consolidated statements of income, for the years ended March 31, 1999 and 1998 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, March 31,
1999 1998 1999

Advertisements ¥13,906 ¥11,325 $115,358
Employees’ salary and bonuses 20,699 19,582 171,704
Rent expenses 10,599 10,620 87,923
Other 51,649 45,002 428,438
¥96,853 ¥86,529 $803,423

18. Income Taxes

The Company is subject to a number of different taxes based on income, which in
the aggregate indicate a normal effective statutory income tax rate of approxi-
mately 48 % and 51 % for the years ended March 31, 1999 and 1998, respectively.
However, the income tax expenses shown in the accompanying non-consoli-
dated statements of income differ from the amounts computed by applying the

above-mentioned statutory tax rates to “Income before income taxes”. The princi-

pal reasons for such differences are that no tax effects have been recognized on
certain temporary differences between financial accounting and tax reporting pur-
poses. The main elements of such temporary differences are allowances for credit
losses provided for accounting purposes in excess of the limit established by the
tax laws and accrued enterprise tax which is not deductible until paid.

19. Subsequent Events

At the general shareholders’ meeting of the Company held on June 29, 1999, the appropriation of unappropriated retained earnings was duly approved as follows:

Balance at March 31, 1999

Thousands of

Appropriation:
Legal reserve

Cash dividends, ¥32.5 (80.27) per share

Transfer to voluntary reserve
Directors’ and statutory auditors’ bonuses
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Millions of Yen U.S. Dollars
¥40,550 $336,372
(7,333) (60,832)
(3,888) (32,248)
(24,500 (203,235)
(175) (1,452)

¥ 4654 $ 38,605



Report of the Independent Certified Public Accountants
on the Non-Consolidated Financial Statements of the Company

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

We have audited the non-consolidated balance sheets of Promise Co., Ltd. as of March 31, 1999 and 1998, and the
related non-consolidated statements of income, shareholders’ equity and cash flows for the years then ended, all expressed
in Japanese yen. Our audits were made in accordance with auditing standards, 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 non-consolidated financial statements referred to above present fairly the non-consolidated finan-
cial position of Promise Co., Ltd. as of March 31, 1999 and 1998, and the non-consolidated results of its operations and its
cash flows for the years then ended in conformity with accounting principles and practices generally accepted in Japan (see
Note 1) applied on a consistent basis.

The amount expressed in U.S. dollars, provided solely for the convenience of the reader, have been translated on the
basis set forth in Note 3 to the accompanying non-consolidated financial statements.

oo A e Conprnadion

Chuo Audit Corporation

Osaka, Japan
June 29, 1999
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Consolidated Balance Sheets

Promise Co., Ltd.
March 31, 1999 and 1998

Thousands of
U.S. Dollars

Millions of Yen {Note 3)
1999 1998 1999
ASSETS
Current assets:
Cash and cash equIValENtS ... ¥ 171,599 ¥ 136,283 $ 1,423,466
Receivables and consumer loans:
Notes and accounts receivable (Note 10) ......ccooorrrmrernrernrenees 46,970 38,478 389,635
Consumer loans receivable (Notes 4 and 10):
g T o1 S 1,025,452 913,564 8,506,449
Accrued interest iNCOME ....c..ocvverereereerneeenerisereereer e 9,692 9,627 80,395
Less: allowance for credit losses (Note 5) .....ccoecoreerreereeenn. (39,112) (30,224) (324,452)
1,043,002 931,445 8,652,027
Short-term investments (NOtE 6) ..o 3,566 8,002 29,583
Prepaid EXPENSES ...ttt 3,054 3,300 25,334
Other CUITeNnt @SSELS ...t eas 13,621 15,978 112,991
Total current @ssets ... 1,234,842 1,095,008 10,243,401
Investments and advances:
Investments in securities (Notes 6 and 10) ........cccoeeeeeeeeereeeccecenenne 11,418 10,254 94,714
Investments in and advances to unconsolidated
subsidiaries and affiliates ... 5,780 7,502 47,943
Investments in equity other than capital stock
(NOtes 2 (11) AN 10 ..coueereeereeeereeereeeeeeseesseeesseesseesssesssse e ssssessssnnees 5,188 5,229 43,035
Long-term prepaid EXPENSES ......ceeeeceeerreseeseeesesessesesssessessesans 9,747 3,783 80,856
Other investments and adVANCES .......coccveereereerneerneereeeseeseeeeeseeesenens 1,623 6,765 63,237
Less: allowance for credit losses (NOt€ 5) .oeeeeeeeeereeeeee e (859) (870) (7,126)
Total investments and advances ...............cccoooevveeecrecereeennenen. 38,897 32,663 322,659
Property and equipment, net (NOte 8) .........cccooevverereverreerersersssesinns 61,042 60,131 506,363
Fixed leasehold deposits (NOte 9) ........coooorreenrererennrireeenereei s 13,509 13,247 112,066
Deferred charge ... e 1,926 — 15,978
Adjustments on foreign currency statement translation .................... 280 26 2,319
Total @SSELS ..o ¥1,350,496 ¥1,201,075 $11,202,786

The accompanying notes are an integral part of these statements.

40



Thousands of

U.S. Dollars
Millions of Yen (Note 3)
1999 1998 1999
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Short-term borrowings (Note 10) ......cccoceeueerrererrereeieeeee e Y 48,425 ¥ 83,305 $ 401,695
Current portion of long-term debt (Note 10) .....cocoevveveeeeeeeeeereeeeeenes 268,528 211,210 2,221,524
Accounts payable:
L 1o =R OO 430 567 3,571
L0113 ORI 8,798 1,770 72,978
9,228 8,337 76,549
Accrued income taxes (Note 18) ......ccooveveeveeeereerveeeeeeee e 25,386 26,713 210,588
ACCIUBH BXPENSES ..ottt bbb 5,639 5213 46,780
Deferred unrealized profit on sales 1,448 1,791 12,012
Other current liabilities ......occeeieceeececeeeeecceece et 6,381 5,257 52,933
Total current liabilities .............cccooeeeeice e 365,035 341,826 3,028,081
Long-term liabilities:
Long-term debt (NOte 10) ..o sasaens 599,635 568,666 4,974,158
Non-current accounts payable (Note 2 (11)) 7,846 8,590 65,081
Accrued severance indemnities (Note 11) ..cc.ccvevevceeeeeceericreeenn. 7,418 6,910 61,533
Excess investment cost under net assets of
consolidated subsidiaries acquUIred ........ccocoeoveeevereerveenensensreeennens — 48 —
Other long-term debt ... 1,950 1,981 16,184
Total long-term liabilities ... 616,849 586,195 5,116,956
MiInority interest ..o 4,297 4,186 35,648
Contingent liabilities (Note 13)
Shareholders’ equity (Note 14):
Common stock, ¥50 par value:
Authorized — 300,000,000 shares
Issued:
— 119,615,061 shares at March 31, 1999 .......cccoeoervrveverrerenens 44,446 — 368,692
— 108,615,061 shares at March 31, 1998 .........cccooveevecevervennnes — 13,558 —
Additional paid-in capital 54,240 23,363 449,937
Retained EarNiNgS ....cccvcerereerreseetres st ssssse s ssssssesnens 265,630 231,949 2,203,478
LeSS: tre@sury STOCK ....cvcveceeeeccteecteee ettt (1) (2) (6)
Total shareholders’ equity ..., 364,315 268,868 3,022,101
Total liabilities and shareholders’ equity .............cccccovvvrenenee. ¥1,350,496 ¥1,201,075 $11,202,786
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Consolidated Statements of Income

Promise Co., Ltd.
For the years ended March 31, 1999 and 1998

Thousands of
U.S. Dollars

Millions of Yen (Note 3)
1999 1998 1999
Operating income (Note 19):
Interest on CONSUMET l0ANS ..o ¥244,570 ¥224,079 $2,028,784
SIS ettt snen 14,971 19,046 124,188
Other operating income (Note 15) .....ccoceeveeeereerieieeeceeee e, 11,513 9,961 95,504
Total operating INCOME ..o 271,054 253,086 2,248,476
Operating expenses (Note 19):
Financial expenses (NOte 16) ......cccccoeeeeriereereeieetsece s, 23,108 23,752 191,686
COSE Of SIS ettt bbb ennas 12,914 16,985 107,128
General and administrative expenses (Note 17) ....ccoeeeeeeereereeeceecrnnnnes 106,914 95,204 886,887
Credit losses including provision for uncollectible loans (Note 5) ...... 40,764 28,751 338,145
Total operating eXPenSes ... 183,700 164,692 1,523,846
Operating profit (Note 19) ..o 87,354 88,394 724,630
Other income (expenses):
Interest and dividend income on iNVEStMENTS ......cccccocveveevccveccnencinnnns 321 376 2,661
Amortization of deferred Charge ... (963) — (7,989)
BONd iSSUE BXPENSES .vueeeertctcee sttt bbb (163) (120) (1,350)
Insurance money received and insurance dividend ........ccoceeineninenee 140 173 1,164
INTErESt BXPENSE ..ocviecrecteece et bbbt bbb n s (933) (832) (7,735)
Equity in earnings of Tokumei Kumiai (Note 2 (11)) ...ccoeeververcereerrcrnnne. 979 579 8,118
Net loss on sales of short-term investments and
INVESTMENTS IN SECUTILIES vttt (160) (962) (1,326)
Loss on valuation of investments in SECUTIES ....ccocecereeeveerecrcereeeieeinne, (44) (1,784) (368)
Net loss on sales or disposal of property and equipment .................... (2,366) (2,871) (19,628)
Gain on liquidation of Tokumei KUmiai .......cccoeeververrernrensrneriesesensessienne, — 1,151 —
Amortization of excess of cost under net assets acquired, net .......... 49 48 404
OthEE, NBL ettt n b ennas 347 (300) 2,876
Total other expenses, Net ... (2,793) (4,542) (23,173)
Income before income taxes ... 84,561 83,852 701,457
Income taxes (NOtE 18) ...ttt 43,764 44,858 363,032
MiNOTity INtEIeSt ...t nees 165 53 1,367
NELINCOME ...ttt st ss s sanees ¥ 40,632 ¥ 38,941 $ 337,058
U.S. Dollars
Yen (Note 3)
Amount per share:
Net income:
BASIC ottt bbb ¥ 346.59 ¥ 359.31 $ 288
DIULBA ettt bbbt 340.81 352.19 2.83
08 1 (I TV 1=T o £ OO 65 63 0.54
Weighted average number of shares (Thousands):
BASIC ettt 117,234 108,378 117,234
DIlULEA oottt ettt 119,222 110,568 119,222

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Shareholders’ Equity

Promise Co., Ltd. Millions of Yen

For the years ended March 31, 1999 and 1998

Number of Additional
shares of Common paid—in Retained Treasury
common stock stock capital earnings stock
Balance at March 31, 1997 ... 98,528,070 ¥13,023  ¥22,828 ¥199,449 ¥(0)
NET INCOME ettt enes — — — 38,941 —
Cash dividends paid .........cccoevreeneenennnnenensenenesesssesssssesenns — — — (5,914) —
Bonuses to directors and statutory auditors ..........c.cccceeveene. — — — (177) —
Conversion of convertible bonds 226,733 535 535 — —
Stock split (1IN0 1.10) .oeeeieeeeeeeeeeeceeeeee e 9,860,258 — — — —
Decrease due to inclusion of a company
in the conSolidation ... — — — (350) —
Increase in treasury Stock .......ooceecveeceeceerecee e, — — — — (2)
Balance at March 31, 1998 108,615,061 ¥13558  ¥23,363 ¥231,949 ¥(2)
NET INCOME ettt enes — — — 40,632 —
Cash dividends paid .........ccccoevermeneensnnenneeensesessssessesssssesesns — — — (7,472) —
Bonuses to directors and statutory auditors ..........c.cccceeveene. — — — (172) —
Proceeds from issuance of new shares ........cocecoeeeeerencnnne. 11,000,000 30,888 30,877 — —
Increase due to inclusion of a company
in the conSolidation ... — — — 979 —
Decrease due to inclusion of a company
in the consolidation ......ccocveevernerneiesreeseeesse s — — — (286) —
Decrease in treasury StOCK .....cccovrvrreerrveennnesenseseesseesesseeees — — — — 1
Balance at March 31, 1999 119,615,061 ¥44,446  ¥54,240 ¥265,630 ¥(1)

Thousands of U.S. Dollars (Note 3)

Number of Additional
shares of Common paid—in Retained Treasury
common stock stock capital earnings stock
Balance at March 31, 1998 ... 108,615,061  $112,466 $193,803  $1,924,090 $(15)
NET INCOME ettt enes — — — 337,058 —
Cash dividends paid .........ccooevveenensnnineneneesessseeesesssssssesns — — — (61,981) —
Bonuses to directors and statutory auditors .........cc.cccceeveene. — — — (1,441) —
Proceeds from issuance of new shares ........ccococoeeeeeveuennne. 11,000,000 256,226 256,134 — —
Increase due to inclusion of a company
in the conSolidation ... — — — 8,122 —
Decrease due to inclusion of a company
in the consolidation ......cceveevevnerseiesieesesesses e — — — (2,370) —
Decrease in treasury StOCK .....ccccovmvrreceerreneenesessesseseesesseeees — — — — 9
Balance at March 31, 1999 ..ot 119,615,061  $368,692 $449,937  $2,203,478 $ (6)

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Cash Flows

Promise Co., Ltd.

Thousands of

For the years ended March 31, 1999 and 1998 U.S. Dollars
Millions of Yen (Note 3)
1999 1998 1999
Operating activities:
NETINCOME oottt sss s s sas s snsanes ¥ 40,632 ¥ 38,941 $ 337,058
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization ........cecceeeeeneceeeseeeeeeesseseesesseseseeees 9,436 1,719 78,688
Credit losses including provision for uncollectible loans ................. 40,764 28,751 338,147
Provision for accrued severance indemnities ........ccccocovevevercrenrennnn. 508 557 4,210
Equity in earnings of Tokumei Kumiai .......ccccocveeeererreernereeecceeeeeeenanes (745) (372) (6,178)
Gain on liquidation of Tokumei Kumiai ......cccocveeernreneennisneneeneeneenennns — (1,094) —
Loss on valuation of investments in SECUNIties .......ccccoeveevecrrerciennes 44 1,784 368
Net loss on sales of short-term investments and
INVESTMENTS iN SECUNITIES ..cvcvvvecreeceeeceec et 160 962 1,326
Net loss on sales or disposal of property and equipment ............... 2,366 2,871 19,628
Changes in operating assets and liabilities:
Increase in notes and accounts receivable .........coceeveeeiccnnennee. (9,200) (8,605) (76,313)
Increase in accrued iNterest INCOME .....c.ccceeveervereceeeeeeree e, (234) (1,696) (1,938)
Decrease in prepaid BXPENSES .....cccccvecerrevereesereesee e seeseess 254 198 2,107
Decrease (Increase) in other current assets ........coooceeeeeeeereersennnes 3,545 (5,841) 29,409
Increase (Decrease) in accounts payable .......ccccoeeeeervceeeeeerecnncee. (1,432) 1,417 (11,879)
Increase (Decrease) in accrued iNnCOME taxes .........oooeerecreenne. (1,375) 3,193 (11,403)
Increase in accrued EXPENSES .....ccceeeceerereereeeree et ssaens 420 124 3,484
Increase (Decrease) in deferred unrealized profit on sales ........... (343) 283 (2,844)
Increase (Decrease) in other current liabilities .........cccocoeeeereenncee. 1,266 (6,385) 10,506
Increase in MINOKItY INTEreSt ..ooceeeceeeeeccece s 162 14 1,345
OthEE, NBL ettt 546 (1,088) 4,515
Net cash provided by operating activities ..o 86,824 61,793 720,236
Investing activities:
Consumer loans made t0 CUSTOMErS ......ccccoeeeerververreeesiesiee e, (666,044) (593,669) (5,525,047)
Principal collected on consumer l0ans ........ooveeveneveeereneenseessesseenenns 522,265 481,108 4,332,356
Payment for purchase of SECUNLIES .....ccccceervevveiccceeeeeee e, (11,178) (3,281) (92,723)
Proceeds from sales of SECUNLIES .....cccvveeverveereeseeensnereeee e 14,375 11,631 119,246
Purchases of property and equipment ........cccocceeveeeeeeernereerreeeseneses e, (7,877) (10,822) (65,342)
Proceeds from sales of property and equipment ........c.ccccocveveerverreenee. 273 294 2,265
Increase in fixed leasehold deposits .......cccoveverceenesernereereeeeeee e, (208) (1,536) (1,726)
Increase in Other iNVESIMENTS ... (7,448) (1,063) (61,784)
Net cash used in investing activities ................cccoooeveeereeneeciceeceeeeinne, (155,842) (117,338) (1,292,755)
Financing activities:
Proceeds from issuance of common stock, net of expenses ............... 58,876 — 488,393
Proceeds from long-term debt ... 311,729 286,327 2,585,891
Repayments of long-term debt ... (224,378) (198,574) (1,861,287)
Increase (Decrease) in short-term borrowings ........cooeeeeeeeeveeeeeceeceenenee. (36,383) 21,518 (301,811)
Cash dividends Paid ...t (7,523) (5,917) (62,409)
Bonuses paid to directors and statutory auditors ........ccccccvvvereeeernernenes (174) (177) (1,441)
Net cash provided by financing activities ... 102,147 103,177 847,336
Net increase in cash and cash equivalents ... 33,129 47,632 274,817
Cash and cash equivalents at beginning of the year ................................ 138,470 88,651 1,148,649
Cash and cash equivalents at end of the year ..o ¥171,599 ¥136,283 $1,423,466
Supplemental disclosures of cash flow information:
Cash paid during the year for:
INEEIEST oottt e e eee e eeee et e see s st et e e essnseeane e sessnes st eeenenenenns Y 22,272 ¥ 22,400 $ 184,755
INCOME AXES .ottt ee s s st snsn et 45,095 41,655 374,074

The accompanying notes are an integral part of these statements.
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Notes to the Consolidated Financial Statements

Promise Co., Ltd. and Subsidiaries

1. Basis of Presenting the Consolidated Financial Statements

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

The accounts of overseas subsidiaries consolidated with the Company are
based on the financial statements prepared in conformity with generally accepted
accounting principles (the “GAAP”) and practices prevailing in the countries
where the subsidiaries have been incorporated. Financial statements have not
been materially affected by the differences between the GAAP prevailing in these

countries and Japanese GAAP. Therefore, no adjustments have been reflected in
the accompanying consolidated financial statements to present the accounts of
the subsidiaries in compliance with Japanese accounting principles and practices.

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

The consolidated financial statements are not intended to present the consoli-
dated financial position, results of operations and cash flows in accordance with
accounting principles and practices generally accepted in countries and jurisdic-
tions other than Japan.

2. Summary of Significant Accounting Policies

(1) Scope and Significant Accounting Policies

The Company had 13 subsidiaries and 4 affiliates (which term includes 20 % to 50
% owned companies) as of March 31, 1999 and 15 subsidiaries and 4 affiliates as
of March 31, 1998. The accompanying consolidated financial statements include
the accounts of the Company and 6 (4 for each of the previous years) of its sub-
sidiaries (together, the “Companies”), which are listed below:

Equity ownership
Country of percentage at
Name incorporation ~ March 31,1999  Fiscal year-end
GC Co., Ltd. Japan 63.86% March 31
Liang Jing Co., Ltd. Taiwan 100.00% December 31
Yuukei Co., Ltd. Taiwan 99.92% December 31
PROMISE (HONG KONG) CO., LTD. Hong Kong 100.00% December 31
Net Future Co., Ltd.* Japan 100.00% March 31
PAL Research Center Co,, Ltd.* Japan 100.00% March 31

*Included in the consolidation effective from the year ended March 31, 1999.

The remaining 7 unconsolidated subsidiaries at March 31, 1999 were not con-
solidated because their aggregate sales, total assets, total net income and total
retained earnings available for the Company were not material to the consolidated
results of operations, total assets, total net income and total retained earnings,
respectively.

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

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

(2) Translation of Foreign Currency Financial Statements

The accounts of the overseas consolidated subsidiaries are translated into
Japanese yen by the methods prescribed under the statements revised by the
Business Accounting Deliberation Council of Japan. Under this method, balance
sheet accounts are translated at current rates. However, shareholders’ equity is
translated at the historical rate. Differences arising from the translations are stat-
ed under the section entitled “Adjustments on foreign currency statement transla-
tion” which is cited in the accompanying consolidated balance sheet. Revenues
and expenses are translated at the average rate for the year.

(3) Recognition of Revenues

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

(b) Instaliment sales
Gross margins on installment sales are only recognized when the related
installment receivables become due.

(4) Allowance for Credit Losses and Write—0ffs

The allowance for credit losses of the Company and its domestic consolidated
subsidiaries are provided in an amount equivalent to the maximum deduction
allowed by tax laws, or in an amount deemed necessary to cover possible non-
collectible accounts based on management's judgment, whichever is greater.

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

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

The allowance for credit losses of the overseas consolidated subsidiaries is
determined by estimates of management in amounts sufficient to cover possible
losses on collection.

(5) Valuation of Securities
Securities listed on stock exchanges are valued at the lower of cost or market,
cost being determined by the moving average method. Other securities are valued
at cost, which is determined by the moving average method. However, if the mar-
ket value of the securities substantially declines and the decline is deemed to be
of a permanent nature, an appropriate writedown is required.

Under the “at the lower of cost or market” method, the comparison of cost
with lower market value is made for specific securities, not on an aggregate basis.

(6) Property and Equipment

Property and equipment (other than new buildings acquired on or after April 1,
1998) are depreciated on a declining-balance method over the estimated useful
lives of the assets as prescribed by tax laws. The estimated useful lives of the
buildings are shortened by about 20% in conformity with 1998 tax changes. The
range of useful lives is principally from 3 to 50 years for buildings and from 2 to 20
years for furniture, fixtures and equipment.

Effective from April 1, 1998, the Company changed its depreciation method for
new buildings acquired on or after April 1, 1998 to the straight-line method. This
change was made in order to be consistent with the 1998 tax changes.

The effect of the above change and shortening on the results of operations for
the year ended March 31, 1999 were not material.

Normal repairs and maintenance including minor renewals and improvements
are charged to income as incurred. Gain or loss on the disposal of property and
equipment is recognized in the period of disposal.
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(7) Investments in Unconsolidated Subsidiaries and Affiliates

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

(8) Amortization

Amortization of computer software, which is included in “Long-term prepaid
expenses” in the accompanying balance sheets, is principally computed on the
straight-line method over 5 years, as specified by tax laws.

(9) Foreign Currency Translation
Foreign currencies and short-term receivables and payables (including current
portion of long-term debt) denominated in foreign currencies are translated into
Japanese yen at the relevant exchange rates prevailing at the respective balance
sheet dates. The resulting transaction gains or losses are included in the determi-
nation of “Other operating income” (“Financial expenses”) for the year.
Long-term receivables and payables denominated in foreign currencies includ-
ing investments in overseas subsidiaries are translated at the historical rates pre-
vailing at the transaction dates.
However, short-term and long-term payables in foreign currencies which are
hedged by forward exchange contracts are translated into yen at the contracted
rate of exchange.

(10) Leases

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

(11) Accounting for Japanese Leveraged Leasing Transactions

The Company entered into several Tokumei Kumiai (which is provided by the
Commercial Code § 535 and is similar to a limited partnership) agreements with
certain leasing companies with the objective of purchasing aircraft and leasing
them to foreign aircraft companies as operating leases. The total amount of
investments in Tokumei Kumiai as of March 31, 1999 is ¥3,803 million ($31,544 thou-
sand) and the contract terms range from 10 years to 18 years. Due to the fact that
Tokumei Kumiai are designed to incur loss in its early years of operation, the
Company has recognized substantial loss on such investments in proportion to its
share in Tokumei Kumiai.

Investments in Tokumei Kumiai contracts are included in “Investments in equi-
ty other than capital stock” in the accompanying balance sheets. The Company
accounts for income or losses under the Tokumei Kumiai contracts as “Equity in
earnings of Tokumei Kumiai” in the accompanying financial statements for the
period in which the accounting period of the Tokumei Kumiai ends. The accumu-
lated losses from Tokumei Kumiai contracts aggregated ¥7,846 million ($65,081
thousand) as of March 31, 1999. These losses are classified as “Non-current
accounts payable” in the accompanying balance sheets.

(12) Income Taxes

Income taxes are provided based on amounts required by the tax returns for the
period. No tax effect is recorded for temporary differences between tax and finan-
cial reporting.

(13) Accrued Severance Indemnities and Pension Plan

Under the terms of the retirement plan of the Company, employees of the
Company with more than two years of service are generally entitled to lump-sum
payments at the time of retirement.

The amount of the retirement benefit is, in general, based on the length of ser-
vice, the accumulated points of individual performance evaluation and cause of
retirement.

The Company fully accrues severance indemnities that would be required if all
eligible employees retired voluntarily at the balance sheet date, reduced by the
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estimated benefits provided by a non-contributory funded pension plan. Such lia-
bility is not funded.

The Company has a non-contributory funded pension plan to cover 90% of
severance indemnities for employees who meet the following conditions. The pen-
sion plan of the Company provides for lump-sum payments or annual payments
after retirement to the retiring employees who have reached the age of 60
(mandatory retirement age) or who have reached the age of 51, with at least 15
years of employment in the Company.

Effective March, 1994, all the retirement benefits of GC Co., Ltd. have been
shifted to be paid from the funded pension plan. The excess amount of the
accrued severance indemnities of the subsidiary resulting therefrom has been
reversed into income at the rate of 30% per annum by the declining-balance
method.

The directors and statutory auditors of the Company and GC Co., Ltd. are cov-
ered by a retirement benefit plan under which the retiring directors or statutory
auditors are entitled to receive lump-sum retirement benefits. The amount of such
benefits is determined based on these companies' pertinent rules. The accrued
severance indemnities for the directors and statutory auditors in accompanying
balance sheets represent the estimated amount to be paid if all directors and
statutory auditors retired at the balance sheet dates.

(14) Deferred Charge
Stock issue expenses are deferred and amortized on the straight-line basis over
three years, as permitted by the Japanese Commercial Code.

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

(16) Appropriation of Retained Earnings
Under the Commercial Code and the Articles of Incorporation of the Company,
proposals by the Board of Directors for the appropriation of retained earnings
(principally the payment of annual cash dividends) should be approved by a share-
holders’ meeting which must be held within three months after the end of each
financial year. The appropriation of retained earnings reflected in the accompany-
ing consolidated financial statements for each financial year represents the appro-
priations which were approved by the shareholders’ meeting and disposed of
during that year but which related to the immediately preceding financial year.
The payment of bonuses to directors and statutory auditors is made out of
retained earnings instead of being charged to income for the year and constitutes
a part of appropriations referred to above.

(17) Net Income and Dividend per Share

Basic net income per share is based upon the weighted average number of
shares of common stock outstanding during each period, after appropriate
retroactive adjustments for the stock splits made by the Company.

Diluted net income per share is based upon the weighted average number of
shares of common stock outstanding during each period after consideration of the
dilutive effect of the non-interest bearing convertible bonds.

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

(18) Cash Equivalents

All deposits at banks with an original maturity date of one year or less and gov-
ernment and corporate bonds purchased under re-sale agreements are consid-
ered to be cash equivalents.

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



3. United States Dollar Amounts

The Company prepares its consolidated financial statements in Japanese yen. The March 31, 1999. The inclusion of such dollar amounts is solely for convenience
U.S. dollar amounts included in the accompanying consolidated financial state- and is not intended to imply that yen amounts have been or could be readily con-
ments and notes thereto represent the arithmetical results of translating yen into verted, realized or settled in dollars at the rate of ¥120.55 to U.S.$1 or at any other
dollars at the rate of ¥120.55 to U.S.81, being the effective rate of exchange at rate.

4. Consumer Loans Receivable

Unsecured loans to individual customers, which were included in “Consumer loans receivable”, were ¥1,016,719 million ($8,434,004 thousand) and ¥902,361 million as of

March 31, 1999 and 1998, respectively.

5. Allowance for Credit Losses

Transactions affecting the “allowance for credit losses” account for the years ended March 31, 1999 and 1998 were summarized as follows:

Thousands of

Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, March 31,
1999 1998 1999

Balance at beginning ¥31,094 ¥25,926 $257,928
Credit losses written-off against the allowance (30,147) (23,583) (250,066)
Provision for uncollectible loans 39,024 28,751 323,716
Balance at end ¥39,971 ¥31,094 $331,578

6. Short-term Investments and Investments in Securities

Short-term investments and investments in securities held by the Companies as of March 31, 1999 and 1998 were summarized as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,
1999 1998 1999
Short-term investments:
Equity securities ¥ 1,181 ¥ 4,826 $ 9,799
Government and corporate bonds 1,002 — 8,313
Other securities 1,383 3,176 11,471
¥ 3,566 ¥ 8,002 $29,583
Investments in securities: | - |
Equity securities ¥ 9,418 ¥ 8,116 $78,124
Government and corporate bonds 2,000 2,138 16,590
¥11,418 ¥10,254 $94,714

Book value and market value information on short-term investments and investments in securities held by the Companies as of March 31, 1999 were summarized as follows:

Millions of Yen Thousands of U.S. Dollars
Book value Book value
per balance Market Unrealized per balance Market Unrealized
sheet value gain (loss) sheet value gain (loss)
Short-term investments:
Equity securities ¥ 1,181 ¥ 3,081 ¥1,900 $9799 $ 25,557 $15,758
QOther securities 445 364 (81) 3,686 3,016 (670)
1,626 3,445 1,819 13,485 28,573 15,088
Investments in securities:
Equity securities 8,586 15,913 1,321 71,225 132,008 60,783
¥10,212 ¥19,358 ¥9,146 $84,710 $160,581 $75,871
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Book values of securities which were excluded from the above disclosure of book value and market value information on short-term investments and investments in securities
held by the Companies as of March 31, 1999 were as follows:

Thousands of

Millions of Yen U.S. Dollars
Short-term investments:
Government and corporate bonds ¥1,002 $ 8,313
Other securities 938 7,185
Investments in securities:
Equity securities 832 6,899
Government and corporate bonds 2,000 16,590
The market value information on these securities is not required under Japanese GAAP.
7. Financial Instruments
The Company enters into interest rate swap agreements to convert variable inter- agreements are used to reduce the exposure to market risk from fluctuation in
est rates on the principal amount of certain debts to fixed interest rates. In addi- interest rate. The Companies does not hold or issue any financial instruments for
tion, the Company and GC Co., Ltd. enters into interest rate cap agreements. These trading purposes.
The fair values of the off balance sheet financial instruments as of March 31, 1999 were as follows:
Millions of Yen
Notional amount
Due after
Total one year Fair value Unrealized loss
Year ending March 31, 1999
Interest rate swap:
Changing floating rates into fixed rate ¥ 2,840 ¥ 1,720 ¥(40) ¥ (40)
Interest rate cap:
Purchased 13,000 10,000 75 (82)
¥15,840 ¥11,720 ¥35 ¥(122)

Thousands of U.S. Dollars
Notional amount

Due after
Total one year Fair value Unrealized loss
Year ending March 31, 1999
Interest rate swap:
Changing floating rates into fixed rate $ 23,559 $14,268 $(336) $ (336)
Interest rate cap:
Purchased 107,839 82,953 628 (684)
$131,398 $97,211 $292 $(1,020)
8. Property and Equipment
Property and equipment at March 31, 1999 and 1998 were summarized as follows:
Thousands of
Millions of Yen U.S. Dollars
March 31, March 31,
1999 1998 1999
Buildings ¥25,245 ¥24,155 $209,414
Structures 4,979 4,966 41,300
Furniture, fixtures and equipment 34,405 32,3712 285,404
Other 33 37 219
64,662 61,530 536,397
Less: Accumulated depreciation (31,424) (29,662) (260,671)
33,238 31,868 275,726
Land 27,802 21,81 230,624
Construction in progress 2 392 13
¥61,042 ¥60,131 $506,363

48



9. Fixed Leasehold Deposits

Fixed leasehold deposits as at March 31, 1999 and 1998 were mainly those paid to
the lessors in connection with the leases of facilities for office space. Lessors in
Japan require large amounts of leasehold deposits equivalent to several months’

lease rental payments. Such leasehold deposits do not bear interest and are gen-
erally returnable only when the lease is terminated.

10. Short-term Borrowings and Long-term Debt

Information on the amount of short-term borrowings outstanding at March 31, 1999 and 1998 were as follows:

Thousands of

Millions of Yen __U.S. Dollars
March 31, March 31,
1999 1998 1999
Short-term bank loans*
Secured ¥ 8,747 ¥16,703 $ 72,556
Entered into the forward contract of assigning consumer loans receivable ... 20,000 27,800 165,906
Unsecured 10,059 12,063 83,444
38,806 56,566 321,906
Commercial paper and other
Secured 8,619 6,739 71,494
Unsecured 1,000 20,000 8,295
9,619 26,739 79,789
¥48,425 ¥83,305 $401,695
Notes*:
Maximum month-end balance outstanding during the period ¥61,327 ¥68,624 $508,726
Average month-end balance outstanding during the period 46,788 63,812 388,121
Weighted average interest rate for the period 2.981% 2111% 2.981%

Short-term bank loans outstanding at March 31, 1999 and 1998 were represented mainly by overdrafts with banks bearing interest at annual rates ranging from

1.058% to 10.250 %, and from 1.063% to 12.125%, respectively.

The principal ranges of annual interest rates applicable to commercial paper and other at March 31, 1999 and 1998 were from 2.137% to 6.650 % and from 1.500%

to 8.450% ,respectively.
Long-term debt outstanding at March 31, 1999 and 1998 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,
1999 1998 1999
Loans, principally from banks and other financial institutions with interest rates indicated below*1:

Secured ¥235,883 ¥225,331 $1,956,723
Entered into the forward contract of assigning consumer loans receivable ... 372,151 339,436 3,092,139
Unsecured 190,592 176,178 1,581,020
799,232 740,945 6,629,882
Uncollateralized zero coupon convertible yen bonds, due 2000*2 8,931 8,931 74,082
2.100% per annum uncollateralized yen bonds, due 2002 10,000 10,000 82,953
2.600% per annum uncollateralized yen bonds, due 2002 10,000 10,000 82,953
2.000% per annum uncollateralized yen bonds, due 2002 10,000 10,000 82,953
2.100% per annum uncollateralized yen bonds, due 2001 10,000 — 82,953
2.100% per annum uncollateralized yen bonds, due 2001 10,000 — 82,953
2.050% per annum uncollateralized yen bonds, due 2002 10,000 — 82,953
Less: portion due within one year (268,528) (211,210 (2,221,524)
¥599,635 ¥568,666 $4,974,158
Weighted average interest rate for the period 2.684% 2.871% 2.684%

Notes: *1
1.253% to 8.920%, respectively.

Annual interest rates on loans from banks and other financial institutions outstanding as of March 31, 1999 and 1998 ranged from 0.710% to 4.900% and from

*2 The uncollateralized convertible yen bonds in the initial principal amount of ¥10,000 million due March 31, 2000 were issued on February 22, 1996, and are
convertible into common stock of the Company. The current conversion price is ¥4,492.00 ($37.26) per share. The conversion price was adjusted from

¥4,566.40 to ¥4,492.00, effective on June 19, 1998, due to the issuance of new shares.
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The Companies’ assets pledged as collateral for short-term bank loans, commercial paper and other and long-term loans with banks and other financial institutions at March
31,1999 and 1998 were as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,

1999 1998 1999
Notes and accounts receivable ¥ 23,893 ¥ 26,387 $ 198,198
Consumer loans receivable* 237,836 232,017 1,972,926
Investments in securities 332 312 2,753
Investments in equity other than capital stock 50 — 416
¥262,111 ¥258,716 $2,174,293

Note: * In addition to the above assets pledged, the Companies entered into the forward contract of assigning notes and accounts receivable and consumer loans
receivable.
The contract amounts were ¥415,270 million ($3,444,795 thousand) and ¥382,311 million as of March 31, 1999 and 1998, respectively.

The aggregate annual maturities of long-term debt, excluding the above bonds, outstanding at March 31, 1999 were as follows:
Thousands of

Millions of Yen U.S. Dollars
Year ending March 31,
2000 ¥259,597 $2,153 442
2001 229,467 1,903,503
2002 170,686 1,415,891
2003 94,594 784,691
2004 and thereafter 44,888 372,355

¥799,232 $6,629,882

11. Pension Plans
The accumulated balances of fund assets of the funded pension plans of the The past service costs for these pension plans are being amortized at the rate
Company aggregated ¥5,685 million ($47,161 thousand), as of March 31, 1999, of 30 % per annum by the declining-balance method.

which is the date of the most recent actuarial valuation.

The accumulated balances of fund assets of the funded pension plans of GC
Co., Ltd. aggregated ¥111 million ($918 thousand), as of August 31, 1998, which is
the date of the most recent actuarial valuation.

12. Lease Commitments

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

Thousands of

Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, March 31,
1999 1998 1999
Rental expense ¥2,535 ¥2,387 $21,031
Depreciation expense 2,299 2,186* 19,070
Interest expense 198 216* 1,639

The depreciation expense is computed on a straight-line basis over the terms of the related leases. The interest expense is computed by the interest method.

The aggregate future lease payments as of March 31, 1999 and 1998 were as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,

1999 1998 1999
Due within one year ¥2,165 ¥2,198 $17,960
Due after one year 1,862 1,942 15,446
¥4,021 ¥4,140 $33,406
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A summary of the leased properties under the above leases as of March 31, 1999 and 1998 were as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,
1999 1998 1999

Furniture, fixtures and equipment ¥10,645 ¥8,613* $88,302
Other 475 404* 3,940
11,120 9,017% 92,242
Less: Accumulated depreciation (7,237) (5,051)* (60,030)
¥ 3,883 ¥3,966* $32,212

Note: * These amounts were not examined by the auditors of the Company, because the information relating to these amounts had not been required to be disclosed

under Japanese GAAP.

(2) The aggregate future lease payments under ordinary operating leases as of March 31, 1999 and 1998 were as follows:

Thousands of

Millions of Yen U.S. Dollars
March 31, March 31,

1999 1998 1999
Due within one year ¥136 ¥113 $1,129
Due after one year 43 150 357
¥179 ¥263 $1,486

13. Contingent Liabilities

As of March 31, 1999, the balance of guaranty of liabilities is ¥5 million ($40 thousand).

14. Shareholders’ Equity

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

On November 20, 1997, the Company made stock splits to shareholders of
record as of September 30, 1997 of 9,860 thousand shares in the ratio of 1.10
shares for each one share held.

On June 18, 1998, the Company made a public offering of 11,000 thousand
shares at issue price of ¥5,615 ($46.58) per share of the total proceeds from the

sale of new share amounting to ¥61,765 million ($512,360 thousand). The proceeds
were credited in approximately equal amounts to common stock and additional
paid-in capital.

The Commercial Code provides that an amount equal to at least 10% of cash
dividends and other appropriations of retained earnings paid out with respect to
each financial period be set aside in a legal reserve until such reserve equals 25%
of the amount of common stock. This reserve may be transferred to common stock
by a resolution of the Board of Directors or used to reduce a deficit with the
approval of a shareholders” meeting but is not available for dividend payments.

15. Other Operating Income

As described in Note2(4), the collected amounts are included in "Other operating
income" in the accompanying statements of income in the year of recovery, when
the previously written-off balances of consumer loans and the related interest are
subsequently recovered and collected.

These collected amounts for the years ended March 31, 1999 and 1998 were
as follows:

Thousands of

Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, _ March31,
1999 1998 1999
Collected amounts ¥4,520 ¥4,660 $37,498
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16. Financial Expenses

Interest expense, which was included in “Financial expenses” in the accompanying consolidated statements of income, for the years ended March 31, 1999 and 1998 were

as follows:
Thousands of
Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, March 31,
1999 1998 1999
Interest expense ¥22,695 ¥22,949 $188,267

17. General and Administrative Expenses

General and administrative expenses in the accompanying consolidated statements of income, for the years ended March 31, 1999 and 1998 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
For the year ended For the year ended
March 31, March 31,
1999 1998 1999

Advertisements ¥ 15,735 ¥13,273 $130,528
Employees’ salary and bonuses 23,183 21,595 192,306
Rent expenses 11,794 11,475 97,832
Other 56,202 48,861 466,221
¥106,914 ¥95,204 $886,887

18. Income Taxes

The Company and its domestic consolidated subsidiaries are subject to a number
of different taxes based on income, which in the aggregate indicate a normal
effective statutory income tax rate of approximately 48% and 51% for the years
ended March 31, 1999 and 1998, respectively.

However, the income tax expenses shown in the accompanying consolidated
statements of income differ from the amounts computed by applying the above-

mentioned statutory tax rates to “Income before income taxes”. The principal rea-
sons for such differences are that no tax effects have been recognized on certain
temporary differences between financial accounting and tax reporting purposes.
The main elements of such temporary differences are allowances for credit losses
provided for accounting purposes in excess of the limit established by the tax
laws and accrued enterprise tax which is not deductible until paid.

19. Segment Information by Business Activities
The Companies’ operations by business segment were as follows:

Millions of Yen
Consumer Adjustments
finance QOther and
business business Total eliminations Consolidated
Year ended March 31, 1999
Operating income from:
Qutside customers ¥ 253,789 ¥17,265 ¥ 271,054 ¥y - ¥ 271,054
Intersegment — 1,217 1,217 (1,217) —
Total 253,789 18,482 212,21 (1,217) 271,054
Operating expenses 155,462 17,904 173,366 10,334 183,700
Operating profit Y 98327 ¥ 578 ¥ 98,905 ¥ (11,551) ¥ 87,354
Assets ¥1,258,034 ¥45,881 ¥1,303,915 ¥ 46,581 ¥1,350,496
Depreciation expenses 6,352 387 6,739 142 6,881
Capital expenditure 9,344 331 9,675 65 9,740
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Millions of Yen

Consumer Adjustments
finance Other and
business business Total eliminations Consolidated
Year ended March 31, 1998
Operating income from:
Qutside customers ¥ 232418 ¥20,668 ¥ 253,086 ¥y — ¥ 253,086
Intersegment — 219 219 (219) —
Total 232,418 20,887 253,305 (219) 253,086
Operating expenses 134,617 20,554 155,171 9,521 164,692
Operating profit ¥ 97,801 ¥ 333 ¥ 98,134 ¥ (9,740) ¥ 88,394
Assets ¥1,117,972 ¥44,405 ¥1,162,377 ¥38,698 ¥1,201,075
Depreciation expenses 6,212 387 6,599 180 6,779
Capital expenditure 10,080 562 10,642 260 10,902
Thousands of U.S. Dollars
Consumer Adjustments
finance Other an
business business Total eliminations Consolidated
Year ended March 31, 1999
Operating income from:
QOutside customers $ 2,105,255 $143,221 $ 2,248,476 § — $ 2,248,476
Intersegment — 10,093 10,093 (10,093) —
Total 2,105,255 153,314 2,258,569 (10,093) 2,248,476
Operating expenses 1,289,609 148,516 1,438,125 85,721 1,523,846
Operating profit $ 815,646 $ 4789 $ 820,444 $(95,814) $ 724,630
Assets $10,435,789 $380,594 $10,816,383 $386,403 $11,202,786
Depreciation expenses 52,694 3,209 55,903 1,178 57,081
Capital expenditure 71,515 2,740 80,255 536 80,791

Unallocated corporate expenses and assets, which were included in

as follows:

“Adjustments and eliminations” for the years ended March 31, 1999 and 1998 were

Millions of Yen

For the year ended
March 31,

1999

1998

Thousands of

U.S. Dollars

For the year ended
March 31,

1999

Corporate expenses

Corporate assets

¥10,569
46,798

¥ 9,740
38,884

$ 87,673
388,203

20. Subsequent Events

At the general shareholders' meeting of the Company held on June 29, 1999, the appropriation of unappropriated retained earnings was duly approved as follows:

Balance at March 31, 1999

Thousands of

Appropriation:
Legal reserve

Cash dividends, ¥32.5 (80.27) per share

Transfer to voluntary reserve

Directors’ and statutory auditors’ bonuses

Millions of Yen U.S. Dollars
¥265,630 $2,203,478
(7,333 (60,832)
(3,888) (32,248)
(24,500) (203,235)
(175) (1,452)
¥229,734 $1,905,711
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Report of the Independent Certified Public Accountants
on the Consolidated Financial Statements of the Company

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

We have audited the accompanying consolidated balance sheets of Promise Co., Ltd. and its consolidated subsidiaries
as of March 31, 1999 and 1998, and the related consolidated statements of income, shareholders’ equity and cash flows for
the years then ended, all expressed in Japanese yen. Our audits were made in accordance with auditing standards, proce-
dures 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 consolidated financial position
of Promise Co., Ltd. and its consolidated subsidiaries as of March 31, 1999 and 1998, and the consolidated results of their
operations and their cash flows for the years then ended in conformity with accounting principles and practices generally
accepted in Japan (see Note 1) applied on a consistent basis.

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

(Bowo Al Corpnalion

Chuo Audit Corporation

Osaka, Japan
June 29, 1999
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