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Thousands of
Millions of yen, U.S. dollars,

except per except per
share figures share figures

Years Ended March 31 2001 2002 2003 2004 2005 2006 2006

Sales and Income: 

Net sales ¥187,349 ¥158,245 ¥165,278 ¥183,044 ¥196,527 ¥202,266 $1,721,852

Cost of sales 129,754 108,653 114,647 127,024 135,976 139,642 1,188,746

SG&A expenses 48,163 45,722 46,539 49,308 51,570 53,512 455,537

Operating income 9,432 3,870 4,092 6,712 8,981 9,112 77,569

Income (Loss) before income taxes 2,872 2,403 (1,159) 7,422 9,348 14,463 123,121

Net income (loss) 1,260 1,094 (1,067) 3,972 5,486 8,308 70,724

Capital Expenditures, 

Depreciation and Amortization:

Capital expenditures 2,697 2,480 2,915 4,531 4,648 5,257 44,752

Depreciation and amortization 4,902 4,603 4,447 4,487 4,485 4,885 41,585

Profitability:

Operating income to net sales (%)

(Operating income/Net sales) 5.03 2.45 2.48 3.67 4.57 4.50 —

Net income (loss) to net sales (%)

(Net income (loss)/Net sales) 0.67 0.69 (0.65) 2.17 2.79 4.11 —

Cost of sales to net sales (%)

(Cost of sales/Net sales) 69.26 68.66 69.37 69.40 69.19 69.04 —

Return on equity [ROE] (%)

(Net income (loss)/Shareholders’ equity) 2.23 2.07 (2.05) 7.15 8.90 11.77 —

Return on assets [ROA] (%)

(Operating income/Total assets) 5.38 2.31 2.61 4.06 5.18 5.07 —

Assets, Liabilities and 

Shareholders’ Equity:

Total assets ¥178,751 ¥155,862 ¥157,802 ¥172,825 ¥173,623 ¥185,969 $1,583,119

Total shareholders’ equity 53,136 52,386 51,779 59,265 63,965 77,148 656,747

Interest-bearing debt 46,023 44,084 39,999 35,180 29,980 29,240 248,915

Equity ratio (%)

(Shareholders’ equity/total liabilities 

and shareholders’ equity) 29.73 33.61 32.81 34.29 36.84 41.48 —

Shareholders’ equity per share

(Shareholders’ equity/total number 

of shares issued)(yen) 472.78 466.17 461.60 528.46 570.68 688.63 —

Current assets 97,023 77,864 84,490 95,751 96,407 98,559 839,014

Current liabilities 86,006 65,074 65,208 80,561 78,267 74,267 632,221

Current ratio (%)

(Current assets/Current liabilities) 112.81 119.65 129.57 118.86 123.18 132.71 —

Efficiency:

Inventory turnover (times)

(Net sales/Average inventories) 12.71 11.60 14.20 15.74 15.57 14.14 —

Asset turnover (times)

(Net sales/Average total assets) 1.07 0.95 1.05 1.11 1.13 1.12 —

Number of employees 3,502 3,492 3,444 3,471 3,594 3,700 —

Six-Year Summary 
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Management’s Discussion and Analysis

1.
Scope of Consolidation

The Okamura Group consists of Okamura Corporation, twelve con-
solidated subsidiaries and four affiliates accounted for by the equi-
ty holding method for a total of seventeen member firms. The
Okamura Group is engaged in manufacturing, sales, distribution
and installation in three business segments: Office Furniture, Store
Displays, and Material Handling System and Others.

2.
Net Sales and Operating Income

In fiscal 2006, ended March 31, 2006, consolidated net sales
increased 2.9% compared with the previous fiscal year to ¥202,266
million. In line with sales growth, the cost of sales climbed to
¥139,642 million, an increase of ¥3,666 million. Accounting for
increased sales in Office Furniture and Material Handling Systems,
along with favorable trends in input costs, the cost of sales ratio
improved 0.2 of a percentage point to 69.0%.

Selling, general and administrative (SG&A) expenses rose to
¥53,512 million, an increase of ¥1,942 million year on year. This was
mainly attributed to IT investment including system development-
related expenditure and a surge in personnel costs reflecting the
increase in consolidated subsidiaries. Accordingly, the ratio of
SG&A expenses to total net sales edged up 0.3 of a percentage
point, to 26.5%.

Accounting for the aforementioned factors, operating income
increased 1.5% from ¥8,981 million in the previous fiscal year to
¥9,112 million.

3.
Other Income (Expenses)

For the fiscal year under review, net other income totaled ¥5,351 mil-
lion, a significant increase from ¥367 million in the previous fiscal
year.

The major factors contributing to this improvement included a
drop in interest expenses of ¥80 million from ¥449 million to ¥369
million, reflecting the decline in interest-bearing debt of ¥740 mil-
lion from ¥29,980 million in fiscal 2005 to ¥29,240 million in the fiscal
year under review. In line with increased earnings at subsidiary
companies, interest and dividend income and equity in income of
affiliated companies, net also grew ¥70 million and ¥52 million,
respectively. In addition, the Company reported a gain from the
transfer of the substitutional portion of the government's Welfare
Pension Insurance Scheme of ¥3,493 million, and a gain from termi-
nation of the tax-qualified defined benefit plan amounting to ¥1,358
million.

As a result, income before income taxes for the fiscal year
totaled ¥14,463 million, an increase of 54.7% compared with the pre-
vious fiscal year.

4.
Current and Deferred Income Taxes

Income taxes for the fiscal year under review totaled ¥5,898 million,
an increase of ¥2,120 million year on year. The income tax rate for
the period after the application of tax-effect accounting was 40.8%.

5.
Net Income

Net income in fiscal 2006 surged 51.4% compared with the previous
fiscal year to ¥8,308 million. Net income per share also improved
substantially, up 51.5% to ¥74.14. Return on equity (ROE) improved
2.9 percentage points to 11.8%.

6.
Assets, Liabilities and Shareholders' Equity

Total assets as of March 31, 2006 stood at ¥185,969 million, an
increase of ¥12,346 million compared with the previous fiscal 
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year-end. Current assets were ¥98,559 million, up ¥2,152 million
year on year. Fixed assets totaled ¥87,410 million, an increase of
¥10,194 million. Growth in current assets is mainly attributed to
sales expansion. As a result cash increased ¥1,581 million year on
year. Inventories also climbed ¥1,257 million. Major components in
fixed assets were investment securities, which rose ¥10,411 million
due to appreciation in stock market prices. Intangible fixed assets
also increased by ¥829 million year on year.

Total liabilities as of March 31, 2006 stood at ¥105,328 million, a
drop of ¥1,079 million compared with the previous fiscal year-end.
Current liabilities declined to ¥74,267 million, a decrease of ¥4,000
million. Long-term liabilities rose to ¥31,061 million, an increase of
¥2,921 million. Major components were an increase in trade notes
and accounts payables of ¥1,192 million, reflecting the rise in net
sales, and an increase in deferred income taxes of ¥6,137 million
due to a variety of factors including the improvement in unrealized
gains on investment securities. During the fiscal year under review,
interest-bearing debt declined ¥740 million, while employees' sev-
erance and retirement benefits fell ¥6,765 million owing to the
change in retirement benefit plans.

As of March 31, 2006, shareholders' equity stood at ¥77,148 mil-
lion, an increase of ¥13,183 million compared with the previous fis-
cal year-end. This was mainly attributed to the upswing in retained
earnings by ¥7,045 million on the back of improved net income and
an increase in net unrealized holding gains on securities totaling
¥6,135 million.

Accounting for the aforementioned factors, the shareholders'
equity ratio improved 4.7 percentage points from 36.8% to 41.5%.
Equity per share also rose from ¥570.68 to ¥688.63.

7.
Cash Flows

Net cash provided by operating activities was ¥8,934 million. Major
cash inflows comprised income before income taxes of ¥14,463 mil-
lion and depreciation and amortization totaling ¥4,885 million.

Principal cash outflows were an increase in inventories of ¥1,156
million, income taxes paid of ¥4,353 million, gain from the transfer
of the substitutional portion of the government's Welfare Pension
Insurance Scheme of ¥3,493 million and gain from termination of
the tax-qualified defined benefit plan of ¥1,358 million.

Net cash used in investing activities was ¥5,284 million. In the
fiscal year under review, the Company undertook investment in line
with environmental initiatives and IT-related expenditure totaling
¥5,327 million.

Net cash used in financing activities was ¥2,068 million. This
was mainly attributed to the reduction of net interest-bearing liabil-
ities of ¥740 million and parent company cash dividends paid total-
ing ¥1,278 million.

As a result, cash and cash equivalents at the end of the fiscal
year amounted to ¥22,029 million, an increase of ¥1,603 million as of
March 31, 2005.

8.
Business and Other Risks

This section explains the risks that may affect the Group's operat-
ing results, stock price, financial condition, and so on. The
Company will strive to minimize and avoid, wherever possible, the
occurrence of such risks. The risks listed below do not constitute
an exhaustive list of all potential risks facing the Company's opera-
tions. Furthermore, discussions concerning forward-looking state-
ments reflect the observations of the Company as of August 31,
2006.

(1) Factors Affecting Changes in Financial Condition and 
Operating Results
① Competitive Conditions, Pricing Trends

The industry in which the Group participates is highly competitive,
and accordingly, significant emphasis is placed on further enhanc-
ing the Company's technological prowess as the means to differen-
tiate its products from competitors. Despite these efforts, the
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Management’s Discussion and Analysis

Company may lose its share of the market to a competitor, in the
event that a competitor emulates the Company's design and tech-
nology, undercuts the Company's product prices, or develops
designs and technologies that surpass the Company. In addition,
there is no assurance that the Group can consistently secure a sub-
stantial profit margin for its products given constant market pres-
sure to reduce prices.

② Macroeconomic Circumstances

Japan accounts for more than 90% of all sales generated by the
Group. Accordingly, demand for its products may be greatly affect-
ed by the capital-investment behavior of local customers. If a down-
turn in the local economy depresses corporate earnings, which in
turn restrains business equipment investment, the resultant shrink-
age in demand for the Group's products may adversely affect oper-
ating results or financial condition.

③ Funding Risks, Consequences of Interest Rate Fluctuations

The Group is in the business of manufacturing products, which
calls for investing regularly in constructing and renewing/replacing
facilities necessary to prepare for the future. At present, the
Company enjoys good relationships with its banks and has no trou-
ble raising funds as needed. There is, however, no assurance that
the Company can continue to meet its funding needs readily over
the years to come. Most of the Company's outstanding long-term
debt and bonds issued and owed are provided on a fixed interest
rate basis, and exhibit low exposure to the risks of fluctuating inter-
est rates generally. Yet, as far as its future funding is concerned,
movements of general interest rates may affect the Company's
operating results.

④ Consequences of Investing in Securities

The Group owns shares of stock in the financial institutions it deals
with, its subsidiaries and affiliates, and its primary trading relation-
ships, which the Company intends to hold for the long term.

Changes in the prices of individual stocks held by the Company
may affect its operating results.

(2) Quality Control, Statutory Regulations
Product Quality Maintenance

The Group manufactures a variety of products in accordance with
globally recognized quality standards (ISO 9001). This provides no
assurance, however, of the prevention of serious contingencies or
complaints in connection with any of the Company's products over
the years ahead. The Company is insured against product liability
claims, yet there is no assuring that this insurance will completely
cover all eventual damages. A serious product defect may affect the
reputation enjoyed by the Group, and adversely affect its operating
results or financial condition.

(3) Occurrence of Significant Litigation
At present, the Group is not in any way the subject of a claim or law-
suit seeking damages that could have a material impact on the
Company's operating results in the future. Regarding the future,
however, in the normal course of the Group's business activities, it
is possible that a lawsuit or other claim may be initiated against the
Group on charges of supplying a defective product, producing a
hazardous substance, breaching an intellectual property right, or
on a range of other grounds. Depending upon the details, such an
occurrence may adversely affect the Group's operating results.

(4) Risks Concerning the Introduction of Countermeasures 
to Large-Scale Acquisitions of the Company's Shares 
(Takeover Defense Measures)
Following a Board of Directors' meeting held on May 12, 2006, and
ratification at the Company's Ordinary General Meeting of
Shareholders on June 29, 2006, Okamura introduced a plan for
countermeasures to large-scale acquisitions of the Company's
shares (takeover defense measures) ("the Plan").
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Plan Outline

In the case that there is an acquisition of share certificates of the
Company exceeding 20% or the like, or any similar action, or a pro-
posal for such action (the "Acquisition"), in addition to allowing for
requests to the person affecting the Acquisition (the "Acquirer") to
provide alternative proposals, and securing sufficient time to con-
duct information collection and consideration with respect to the
Acquisition, the Plan also sets out procedures for presenting infor-
mation ("Essential Information") such as plans of the Company's
management to the shareholders, and for conducting negotiations
with the Acquirer. If an Acquirer effects an Acquisition without fol-
lowing the procedures set out in the Plan or otherwise acts in a way
that is deemed detrimental to the Company's corporate value or the
common interests of its shareholders, the Company will allot stock
acquisition rights ("Stock Acquisition Rights") having an exercise
condition that does not allow the Acquirer to exercise such rights
and an acquisition provision to the effect that the Company may
acquire the stock acquisition rights from persons other than the
Acquirer in exchange for shares in the Company by means of a
gratis allotment of Stock Acquisition Rights to all shareholders at
that time. The number of Stock Acquisition Rights will be the same
number as the final and total number of issued and outstanding
shares in the Company on a certain date ("the Allotment Date") that
is separately determined by the Company's Board of Directors. The
Company will implement the gratis allotment of the Stock
Acquisition Rights ("Gratis Allotment Resolution") to those share-
holders, other than the Company, who are entered or recorded in
the Company's final register of shareholders or register of benefi-
cial shareholders on the Allotment Date, at a ratio of one Stock
Acquisition Right for every one share of the Company held.
Contributions upon exercise of the Stock Acquisition Rights are to
be in cash, and the amount per share of properties to be contributed
upon exercise of the Stock Acquisition Rights will be an amount
separately determined by the Company's Board of Directors in the
Gratis Allotment Resolution within the range between a minimum

of one yen and a maximum of any amount equivalent to one-half of
the fair market value of one share of the Company.

In the event of a Gratis Allotment Resolution, the Acquirer will
be unable to exercise such rights. In addition, the Company will be
in the position to acquire Stock Acquisition Rights from persons
other than the Acquirer in exchange for shares. As a result, the
exercise of Stock Acquisition Rights by persons other than the
Acquirer and the acquisition of Stock Acquisition Rights from per-
sons other than the Acquirer by the Company may contribute to a
dilution of the ratio of voting rights held by the Acquirer and the
economic value of the Acquirer's holdings making it difficult for the
Acquirer to takeover the Company.

Eligibility to receive Stock Acquisition Rights is limited to
shareholders other than the Acquirer, who are entered or recorded
in the Company's final register of shareholders or register of bene-
ficial shareholders on the Allotment Date. If certain shareholders
do not proceed with the payment for the allotment and the other
procedures for the exercise of Stock Acquisition Rights, the share
they hold in the Company will be diluted by the exercise of Stock
Acquisition Rights by other shareholders. However, the possibility
exists that the Company will acquire Stock Acquisition Rights of all
shareholders other than the Acquirer and, in exchange, deliver
shares in the Company. If the Company carries out such acquisition
procedures, all shareholders other than the Acquirer will come to
receive shares in the Company without exercising their Stock
Acquisition Rights attained after paying an amount equivalent to
the exercise price, and no dilution of the aggregate shares in the
Company they hold will result.

Furthermore, in the event the Company terminates the Gratis
Allotment Resolution between the periods from the Allotment Date
or the start of the effective period for the Gratis Allotment
Resolution to the day before the start of the Stock Acquisition
Rights exercise period, or acquires the Gratis Allotments
Resolution without the delivery of shares of the Company, then the
possibility exists that the price of the Company's share will fluctuate.
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Corporate Profile (As of March 31, 2006)

Head Office
Tenri Bldg., 1-4-1, Kitasaiwai, Nishi-ku, 
Yokohama 220-0004, Japan
Telephone: +81-45-319-3401
Facsimile: +81-45-319-3515
http://www.okamura.co.jp/

Tokyo Office
Kokusai Shin-Akasaka Bldg. West
6-1-20, Akasaka, Minato-ku, 
Tokyo 107-0052, Japan
Telephone: +81-3-5561-4085
Facsimile: +81-3-5561-4086

Foundation
1945

Stock Exchange Listings
Tokyo, Osaka

Japanese Security Code No.
7994

Paid-in Capital
¥18,670 million

Number of Employees
Consolidated: 3,700

Subsidiaries (As of May 31, 2006)

Kansai Okamura Manufacturing Co., Ltd.
NS Okamura Corporation
Okamura Logistics Corporation
SANYO Okamura Corporation
Okamura Estate Corporation
Okamura International (Singapore) Pte Ltd.
Okamura Business Support Corporation
FM Solution Corporation
Okamura Support and Service Corporation
Hill International Inc.
Shanghai Okamura Furniture and Logistic System Co., Ltd.
Seeder Co., Ltd.

Affiliates
Siam Okamura Steel Co., Ltd.
Siam Okamura International Co., Ltd.
Asahi Sofu Corporation
Seiwa Business Corporation
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Stock Information (As of March 31, 2006)

Number of Shares of Common Stock
Authorized: 400,000,000
Issued: 112,391,530

Number of Shareholders
5,619

Major Shareholders
(Thousands 

of shares) (%)

Mitsubishi Corporation ······················································· 9,163 8.15
The Master Trust Bank of Japan, Ltd. (Trust Account)······· 6,161 5.48
Mitsui Sumitomo Insurance Co., Ltd. ·································· 5,895 5.25
Meiji Yasuda Life Insurance Company································· 5,496 4.89
Japan Trustee Services Bank, Ltd. (Trust Account) ··········· 5,480 4.88
Nippon Steel Corporation···················································· 5,313 4.73
Okamura Group Employees Stock Ownership Plan ············· 5,175 4.60
The Bank of Tokyo-Mitsubishi UFJ, Ltd. ····························· 4,805 4.28
The Bank of Yokohama, Ltd. ················································ 4,076 3.63
Okamura Group Suppliers and 

Sub-contractors Stock Ownership Plan ······················· 3,600 3.20
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