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Trusco Nakayama Cor poration

Non-Consolidated Balance Sheet
March 31, 1998

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Marketable securities (Note 4)
Notes receivable - trade (Note 10)
Accountsreceivable - trade (Note 10)
Inventories (Note 5)
Other current assets
Allowance for doubtful accounts

Total current assets

PROPERTY, PLANT AND EQUIPMENT:
Land
Buildings
Machinery and equipment
Construction in progress
Total
Accumul ated depreciation

Net property, plant and equipment

OTHER ASSETS:
Investmentsin subsidiary and affiliate (Note 10)
Investment securities (Note 4)
Long-term receivables
Insurance premiums
Security deposits
Other (principally prepaid expenses)
Allowance for doubtful accounts

Total other assets

TOTAL

See notes to non-consolidated financial statements.

Thousands of
Thousands of U. S. Dollars
Yen (Note 1)

¥ 8,258,508 $ 62517
1,272,105 9,630
29,254,640 221,458
14,472,868 109,560
9,966,912 75,450
1,157,556 8,763
(436,920) (3,307)
63,945,669 484,071
7,441,249 56,330
9,827,550 74,395
3,161,905 23,936
503,818 3,814
20,934,522 158,475

(6,096,364) (46,150)
14,838,158 112,325
167,195 1,266
1,462,231 11,069
196,911 1,491
436,341 3,303
423,180 3,203
961,157 7,276

(196,911) (1,491)
3,450,104 26,117
¥ 82233931 $ 622513

LIABILITIESAND SHAREHOLDERS EQUITY

CURRENT LIABILITIES:
Notes payable - trade (Note 10)
Accounts payable - trade (Note 10)
Other payables
Income taxes payable
Accrued expenses
Other current liabilities

Total current liabilities

LONGTERM LIABILITIES:
L ong-term debt (Note 6)

Retirement benefits for directors and corporate

auditors (Note 7)
Other

Total long-term liabilities
CONTINGENT LIABILITIES (Note 11)

SHAREHOLDERS EQUITY (Notes 8 and 12):
Common stock, ¥50 par value - authorized,

60,190,000 shares; issued and outstanding,

36,004,372 shares
Additional paid-in capital
Legal reserve
Retained earnings

Total shareholders' equity

TOTAL

Thousands of
Thousands of U. S. Dollars
Yen (Note 1)

¥ 22,058,298 $ 166,982
9,954,468 75,356
805,941 6,101
1,231,483 9,322
737,059 5,580
72,484 549
34,859,733 263,890
425,000 3,217
299,180 2,265
51,826 392
776,006 5,874
5,022,372 38,019
4,709,934 35,654
1,255,593 9,505
35,610,293 269,571
46,598,192 352,749
¥ 82233931 $ 622513




Trusco Nakayama Cor poration

Non-Consolidated Statement of |ncome
Six-Month Period Ended March 31, 1998

Thousands of
Thousands U. S. Dallars
of Yen (Note 1)
NET SALES (Note 10) ¥ 53551,287 $ 405334
COST OF GOODS SOLD (Note 10) 43,987,393 332,985
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
5,766,156 43,650
OPERATING INCOME 3,797,738 28,749
OTHER INCOME (EXPENSES):
Interest and dividends 86,381 657
Interest expense (907) @)
L osses on sales and disposal of property,
plant and equipment (6,931) (52)
L oss on devaluation of marketable and investment
securities (130,990) (992)
Retirement benefitsto directors (299,660) (2,268)
Other income - net 34,632 262
Total other income (expenses) (316,975) (2,400)
INCOME BEFORE INCOMETAXES 3,480,763 26,349
INCOME TAXES (Note 9) 1,250,151 9,463
NET INCOME ¥ 2230612 $ 16886
Yen U.S. Dallars
AMOUNTS PER SHARE (Notes 3 and 12):
Net income ¥61.95 $0.47
Cash dividends applicable to the period ¥8.50 $0.0€

See notes to non-consolidated financial statements.



Trusco Nakayama Cor poration

Non-Consolidated Statement of Shareholders Equity

Six-Month Period Ended March 31, 1998

BALANCE, OCTOBER 1, 1997

Net income
Cash dividends, ¥9 per share

Bonuses to directors and corporate auditors

BALANCE, MARCH 31, 1998

BALANCE, OCTOBER 1, 1997

Net income
Cash dividends, $0.07 per share

Bonuses to directors and corporate auditors

BALANCE, MARCH 31, 1998

See notes to non-consolidated financial statements.

Shares
Issued and

Outstanding

36,004,372

36,004,372

Thousands of Y en

Additional
Common Paid-in Lega Retained
Stock Capital Reserve Earnings
¥ 5022372 ¥ 4700934 ¥ 1255593 ¥ 33,742,568
2,230,612
(324,039)
(38,848)
¥ 5022372 ¥ 4700934 ¥ 1255593 ¥ 35610293
Thousands of U. S. Dollars (Note 1)
Additional
Common Paid-in Lega Retained
Stock Capital Reserve Earnings
$ 38019 $ 3BH64 $ 9,505 $ 255432
16,886
(2453)
(294)
$ 38019 $ 35654 $ 9505 $ 269571



Trusco Nakayama Cor poration

Non-Consolidated Statement of Cash Flows
Six-Month Period Ended March 31, 1998

OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to cash provided by operating activities:

Depreciation and amortization
Provisions for doubtful accounts
L osses on sales and disposal of property, plant and equipment
Retirement benefits for directors and corporate auditors- net
Loss (gain) from sales of marketable and investment securities
L oss on devaluation of marketable and investment securities
Other - net
Changesin assets and liabilities:

Increase in notes and accounts receivable

Increasein inventories

Increase in other current assets

Increase in notes and accounts payable

Decreasein income taxes payable

Decrease in accrued expenses

Decrease in other payables and other current liabilities

Other - net

Total adjustments
Net cash used in operating activities
INVESTING ACTIVITIES:
Purchases of property, plant and equipment
Purchases of marketable and investment securities
Proceeds from sales of property, plant and equipment
Proceeds from sales of marketable and investment securities
Increase in security deposits
Increase in other assets
Net cash used in investing activities
FINANCING ACTIVITIES - Dividends paid
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVA LENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVA LENTS, END OF PERIOD

Thousands of
Thousands U. S. Dollars
of Yen (Note 1)
¥ 2230612 $ 16,886
433,685 3,283
11,700 88
6,930 52
(939,210) (7,110)
10,143 77
120,846 915
(38,848) (294)
(1,395,367) (10,563)
(1,070,976) (8,107)
(290,001) (2,195)
1,032,657 7817
(905,709) (6,856)
(330,901) (2,505)
(5,207) (39)
7,300 55
(3,352,958) (25,382)
(1,122,346) (8,496)
(816,426) (6,180)
(3/474,684) (26,303)
991 8
4,799,513 36,332
(54,519) (413)
(12,480) (95)
442 395 3,349
(324,038) (2,453)
(1,003,989) (7,600)
¥ 8258508 $ 62517

(Continued)



Trusco Nakayama Cor poration

Non-Consolidated Statement of Cash Flows
Six-Month Period Ended March 31, 1998

Thousands of U.

Thousands S. Dollars (Note
of Yen 1
ADDITIONAL CASH FLOW INFORMATION:
Interest paid ¥ 891 $ 7
Income taxes paid 2,155,849 16,320

See notes to non-consolidated financial statements.
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Trusco Nakayama Cor poration

Notesto Non-Consolidated Financial Statements
Six-Month Period Ended March 31, 1998

1. BASISOF PRESENTING NON-CONSOLIDATED FINANCIAL STATEMENTS

The accompanying non-consolidated financial statements have been prepared from the accounts maintained
by Trusco Nakayama Corporation (the *Company") in accordance with the provisions set forth in the
Japanese Commercial Code (the "Code") and in conformity with accounting principles generally accepted in
Japan. The non-consolidated statements of cash flows are not required as a part of the basic financial
statements in Japan but are presented herein as additional information.

In preparing these financial statements, certain reclassifications and rearrangements have been made to the
Company'sfinancial statementsissued domestically in order to present them in aform which is more familiar to
readers outside Japan. In addition, the notesto the non-consolidated financial statements include information
which is not required under accounting principles generally accepted in Japan but is presented herein as
additional information.

Thefinancial statements are stated in Japanese yen, the currency of the country in which the Company is
incorporated and operates. The translations of Japanese yen amountsinto U.S. dollar amounts are included
solely for the convenience of readers outside Japan and have been made at the rate of ¥132 to $1, the
approximate rate of exchange at March 31, 1998. Such translations should not be construed as representations
that the Japanese yen amounts could be converted into U.S. dollars at that or any other rate.

2. CHANGE IN FISCAL YEAR

The Company changed its fiscal year-end from September 30 to March 31, effective for the 1998 fiscal period
ended on March 31, 1998. Accordingly, the accompanying financial statementsinclude the accounts at March
31, 1998 and for the six month period then ended.

3. SUMMARY OF SGNIFICANT ACCOUNTING POLICIES

Non-Consolidation - The financial statements do not include the accounts of asubsidiary. Investmentsin
the subsidiary and an affiliated company (20% - 50% ownership) are stated at cost.

Consolidation of the Company's subsidiary would not significantly change the total assets, net sales, or net
income reported in the accompanying non-consolidated financial statements.

Cash and Cash Equivalents - For purposes of the statements of cash flows, the Company considersal time
depositsto be cash equivalents. Time deposits have maturities of one year or less and are withdrawable on
demand with no diminution of principal.

Marketable and | nvestment Securities - Current and non-current marketable securities are stated at the lower
of cost or market. Other investments are stated at cost. Cost isdetermined by the moving average method.

I nventories - Merchandise, finished products, work in process, raw materials and most supplies are stated at
cost determined by the moving average method. Certain supplies are stated at cost determined by the most
recent purchase price method.

Property, Plant and Equipment - Property, plant and equipment are stated at cost. Depreciation is computed
by the declining-balance method at rates based on the useful lives of the assets as stipulated by the Japanese
Corporation Tax Law.

Retirement and Pension Plans - The Company has afunded pension plan which covers all employees
retirement benefits. The fundsfor the pension plan are entrusted to an outside trustee. Contributionsto the
fund are charged to income on the basis of an actuarial method and include prior service costs amortized over
fiveyears.



Retirement benefitsto directors and corporate auditors are provided at the amount which would be required if
they retired at the balance sheet date.

I ncome Taxes - Income taxes are provided for amounts currently payable for each period. Deferred income
taxes are not provided for temporary differencesin recognizing certain income and expenseitems for financial

and tax reporting purposes.

Appropriations of Retained Earnings - Appropriations of retained earnings at each fiscal period end are
reflected in the financial statementsin the following period after shareholders' approval has been obtained.

Per Share I nformation - The computation of net income per share is based on the weighted average number
of shares of common stock outstanding during each year, retroactively adjusted for stock splits. The average
number of common shares used in the computation was

36,004,372 sharesfor the six-month period ended March 31, 1998.

Diluted net income per share is not disclosed becauseit is anti-dilutive.

Cash dividends per share presented in the accompanying non-consolidated statement of income are dividends
applicable to the period ended March 31, 1998, including dividends to be paid after March 31, 1998.

MARKETABLE AND INVESTMENT SECURITIES

Marketable securities at March 31, 1998 consisted of the following:

Thousands of

Thousands U. S. Dollars
of Yen (Note 1)
Marketable equity securities ¥ 42,308 $ 320
Debt securities 302,977 2,294
Investment fund 926,820 7,016
Tota ¥ 1,272,105 $ 9,630

The aggregate carrying value of marketable securities approximated fair value at March 31, 1998.

Investment securities mainly consisted of marketable debt and equity securities. The carrying amount and the
aggregate market value of investment securities at March 31, 1998 were as follows:

Thousands of
Thousands U. S. Ddllars
of Yen (Note 1)
Carrying amount ¥ 1462231 $ 11,069
Aggregate market value 1473764 11,156
Unrealized gain ¥ 11,533 $ 87




5. INVENTORIES

Inventories at March 31, 1998 consisted of the following:

Thousands of
Thousands U. S. Dallars
of Yen (Note 1)

Merchandise ¥ 9573063 $ 72468
Finished products 338,703 2,564
Work in process 23,605 179
Raw materials and supplies 31,541 239
Total ¥ 9966912 $ 75450

6. LONG-TERM DEBT

Long-term debt at March 31, 1998 represents ¥425 million ($3,217 thousand) unsecured 0.4% bonds with
detachable warrants due in June, 2000.

Each warrant entitles the holder to subscribe ¥1 million ($7,570) for shares of common stock of the Company
at ¥2,758.2 ($20.88) per share.

Upon issuance of the bonds, the Company purchased all of the warrants and distributed them to the directors,
corporate auditors and certain employees of the Company as a part of their remuneration. At March 31, 1998,
425 warrants were outstanding and will expire on June 26, 2000.

7. RETIREMENT AND PENSION PLANS

Under the pension plan, employees are in most circumstances entitled to pension payments by reference to
basic rates of pay at the time of termination, period of service and certain other factors. At November 30, 1997,
the most recent date of available information, the net assets of the fund available for pension payments
amounted to ¥1,358,071 thousand

($10,281 thousand).

Directors and corporate auditors are not covered by the above plan. Theliability for directors and corporate
auditors' retirement benefitsis calculated in accordance with the Company'sinternal regulations, and stated at
the estimated amount which would be required if all directors and corporate auditors had retired at each
balance sheet date. Such benefits are paid subject to approval of the shareholders.

Total chargesto income for the retirement and pension plans were ¥145,441 thousand
(%1,101 thousand) for the six-month period ended March 31, 1998.

8. SHAREHOLDERS EQUITY

The Code requires at |east 50% of the issue price of new shares, with a minimum of the par value thereof, to be
designated as stated capital as determined by resolution of the Board of Directors. Proceedsin excess of
amounts designated as stated capital are credited to additional paid-in capital.

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

The Code al so requires the Company to appropriate from retained earningsto alegal reserve an amount equal
to at least 10% of all cash payments made as an appropriation of retained earnings until such reserve equals
25% of stated capital. Thisreserveis not available for dividends but may be used to reduce a deficit by
resolution of the shareholders.
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Dividends are approved by shareholders at a meeting held subsequent to the fiscal year to which the
dividends are applicable. Semiannual interim dividends may also be paid upon resolution of the Board of
Directors, subject to certain limitations imposed by the Code.

INCOME TAXES

The Company is subject to a number of taxes based on income which, in the aggregate, resulted in an
aggregate normal statutory effective tax rate of 52% for the six-month period ended March 31, 1998. The
effective tax rate in the accompanying non-consolidated statement of income differed from the normal
statutory rate due to temporary differences between tax and financial reporting, including tax deductibility of
retirement benefits paid in the six-month period ended March 31, 1998, and certain expenses that are
permanently non-deductible for tax purposes.

RELATED PARTY TRANSACTIONS

The Company owns the following subsidiary and affiliate companies as of March 31, 1998:

Percentage
of Ownership
Toyo Steel Corporation 53 %
Union Steel Corporation 405

Balances and transactions with these rel ated parties were as follows:

Thousands of Yen

Toyo Steel Union Steel
Corporation Corporation
Receivables:
Notes ¥ 9,975 Nil
Accounts 1,745 ¥ 21456
Total ¥ 11,720 ¥ 21456
Payables:
Notes ¥ 89,587 ¥ 76,749
Accounts 55,540 113,163
Tota ¥ 145127 ¥ 189,912
Sales ¥ 24982 ¥ 46,252
Purchases ¥ 233426 ¥ 382,363
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Thousands of U. S. Dollars

1993
Toyo Steel Union Steel
Corporation Corporation
Receivables:
Notes $ 76 Nil
Accounts 13 $ 162
Total $ 89 $ 162
Payables:
Notes $ 678 $ 581
Accounts 420 857
Tota $1,098 $ 1438
Sales $ 189 $ 350
Purchases $ 1,767 $ 2894

CONTINGENCIES

At March 31, 1998, contingent liabilities for notes endorsed with recourse, in the ordinary course of business,
totaled ¥11,519 thousand ($87 thousand).

SUBSEQUENT EVENTS

Appropriations of Retained Earnings - The following appropriations of retained earnings at March 31, 1998
were approved at the sharehol ders meeting held on June 19, 1998:

Thousands Thousands of

of Yen U. S. Dallars
Cash dividends ¥8.5 ($0.06) per share ¥ 306,037 $ 2317
Bonuses to directors and corporate auditors 15474 117

* k k k k%
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