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CONSOLIDATED FINANCIAL HIGHLIGHTS

SEGA Enterprises, Ltd. and Consolidated Subsidiaries
Years ended March 31, 1998, 1999 and 2000

Thousands of
Millions of yen U.S. dollars
1998 1999 2000 2000
For the year:
Net sales:
CONSUMET PIOUUCES .v..vvovvreeaereeseresesseesnesensessessseesseesssssesssesssssssnssessaessesssessssssssasssnssns ¥114,457 ¥ 84,694 ¥186,189 $1,754,018
AmUSEMENt CENLET OPETALIONS ......vvvivrereirieerieisseiees e stsss s st 94,521 93,128 79,212 746,227
AMUSEMENE MACKINE SAIES........ucviierieeieieie s 122,627 88,372 73,654 693,867
TOTAN ..ot ¥331,605 ¥266,194 ¥339,055 $3,194,112
COSE OF SAIBS ...ttt ¥270,710 ¥201,819 ¥290,492 $2,736,618
GOSS PIOFIT ...t 60,895 64,375 48,563 457,494
Selling, general and administrative expenses 74,862 62,287 88,917 837,654
Operating (I0SS) INCOME .......cvuevreerirreieseiieesseeesse s (13,967) 2,088 (40,354) (380,160)
INEE LOSS .....voveeee e eeeeessseeeesesesseeseeesssssseeeese s sesesssseeeeee e eeessseeeeees e (35,635) (42,881) (42,880) (403,957)
Depreciation and amOTtIZatiON .............ceieriiriureuereieieieiesesiesisei e 23,336 26,141 23,945 225,577
At year-end:
TOTAL @SSEES. ... veevrereeesetctetet ettt b bbbttt ettt 368,963 425,614 375,341 3,535,949
Total SharehOoldErs’ BQUILY .......c.cueuierieiiriiriireireiet et 122,047 80,641 80,725 760,480
Financial ratios:
RELUIM 0N AVETAJE BSSEES ......vueiieieeiiiieree e —% —% —% —%
RELUM ON QVETAJE BOUILY ......eueeeeeereereereeeeseeeeeesesssssessee e sneeen — — — —
PAYOUL FALIO ...t — — — —
Yen U.S. dollars
1998 1999 2000 2000
NEt 10SS PEI SHArE—DASIC.........evurireriiriiiiiiiesissieietere st ¥(354.1) ¥(425.3) ¥(390.6) $(3.68)
Cash diVIAENS PEI SNAIE...........evivieieeiiseierie s 38.0 39.0 — —
Notes: 1. U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥106.15=US$1, the exchange rate prevailing at March 31, 2000.
2. Net loss per share figures have been computed using the weighted average number of shares outstanding during each period.
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Effective November 1, 2000, the Company’s name was changed to SEGA CORPORATION.




SEGA CORPORATION founded in
1951 and incorporated in 1960, is
a world leader in interactive digi-

tal entertainment, engaged in the

comprehensive businesses of
consumer products, amusement
center operations, and amuse-
ment machines. To launch the
products, technologies, and inter-
active entertainment of tomorrow,
we are centering our creative

energies on interactive content.

Internc

..will'ehange the world.




MESSAGE FROM THE CHAIRMAN AND PRESIDENT

Isao Okawa
Representative Director, Chairman, and President

In our consumer product business and amusement business, we
are constantly working to create new and innovative games to
play, and we have won a strong position in the world of enter-
tainment. Moreover, we anticipated the arrival of the Internet
network era early on and have accumulated a substantial
library of content and technology.

The arrival of the Internet is bringing changes to today’s
world in a wide range of areas, including society in general,
individual ways of thinking, and the way we live.

Amid this transformation, the CSK*SEGA Group has set the
corporate goal of changing the world through Electronic
Service, which we call ES for short. We are taking full advan-
tage of the know-how, experience, and sensitivities that we
have accumulated to work toward meeting the desires of each
and every customer principally through content and services,
furnishing them with moving experiences, and providing via the
network interactive services that did not exist before and that
create a new dimension in the quality of life, thereby bringing a
new richness to their lives.

Sega to Become the “World’s Number-One
Network Game Service Provider”

In the years ahead, we plan to focus on the three main pillars
of our business:
=Content business: Provide interactive content focused around
network-based games,
=Network service business: Offer ES to a live community, suit-
ed to both narrowband and broadband telecommunication
modes, and
«Amusement business: Provide venues where customers can
relax and enjoy something a little out of the ordinary.

In addition, we have set a vision and goal for 2003 of being
the “World’s Number-One Network Game Service Provider.”
We will continue to secure revenues through our current con-
tent business and amusement business while moving swiftly to

increase revenues from our network service business, with the

aim of making steady progress toward recovering our position
as a highly profitable company.

We look to our shareholders for their continued support and g
encouragement. ’

November 1, 2000
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Isao Okawa
Representative Director, Chairman, and President
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OUR MEDIUM-TERM STRATEGY

SEGA's major strengths are its capabilities for developing superior
content, assets in the form of a vast collection of software titles,
and a proven record in developing a large number of network
games. We plan to use these strengths fully to attain our goal

of becoming the “World’s Number-One Network Game Service
Provider.” To attain this goal, we have formulated the following
strategies and are implementing them aggressively.

Hideki Sato

Vice President

At present, Dreamcast is the only network game console that
has a built-in modem. In addition, its positioning and concept
differ from those of other game consoles.

In preparation for an era that will come soon, when the net-
work itself will become the platform, we are making the transi-

tion from “product provider” offering the game console to

“format provider” offering the architecture. To accomplish this,

we will proceed with the development of our business opera-
tions by licensing the Dreamcast architecture for multiplatform
use on PCs, set-top boxes (STBs), audiovisual equipment,
mobile telephones, personal digital assistants (PDAs), and other
equipment. We will continue to provide software and network
services for Dreamcast and these Dreamcast families.




In our content business, to become the world’s leading content
provider we will develop these operations with a content busi-
ness orientation. We have divided content provision into (a)
package games and (b) network games and will aggressively
pursue the following objectives.

=For package games, we will make full use of our assets in the
form of existing and new titles. We will review and revise our
policy of providing content only for the Dreamcast platform and
aim to win a dominant number-one share internationally.

=For network games, we will aim to consistently lead the
industry and win a dominant number-one share of users

globally.

For package games, we will provide products and content not
only for Dreamcast but also for the platforms of other compa-
nies. For each of our software assets, including those created in
the past, we will give careful consideration to the characteris-
tics of the hardware of each customer segment, the special fea-
tures of users, market conditions, and economic considerations
and provide content for platforms of other companies.

Tetsu Kayama
Executive Adviser

In addition, network games can only be played in the present
environment for the most part on Dreamcast, but with the shift
toward multiplatforms with Dreamcast architecture and the
expansion of the Dreamcast-compatible equipment family, we
will work to expand the lineup of network games. Moreover, by
offering amusement, information, and other content, centered
around network games and similar to a broadcast (as an
Amusement Service Provider (ASP)), we will be able to diversify
the number of suppliers (Internet Service Providers (ISPs)),
expand the number of members, and increase the value of the
content.

Along with these activities, we will work to create new con-
tent and new business models with package games and net-
work games as the basis and aim to expand the number of
SEGA network customers. The market for the amusement busi-
ness is mature, but, contrary to what might be expected in such
an environment, SEGA’s importance is increasing as the
number-one company in this area that can provide a stable sup-
ply of new products.




As a result of the implementation of a series of aggressive
measures to rationalize these business operations, the profit-
ability of our amusement operations and equipment sales is
gradually recovering. At present, these activities have become
a stable source of profits.

However, the current style of amusement operations has
become less attractive, and it is true that they hold little
promise for future development. We will therefore concentrate

on developing new markets and new customers by creating

venues, such as entertainment convenience centers, that offer
a wide range of entertainment opportunities and provide cus-
tomers with the opportunity to relax for about an hour. To this
end, we will proceed with the development of “hybrid” outlets
that combine all types of opportunities for play and amusement
and create venues that provide customers with the chance to
relax and enjoy something that is a bit out of the ordinary.

usement Strategy

Akira Nagai

Senior Managing Director

Accordingly, we will aggressively pursue tie-ups with compa-
nies in other industries, including cinema, music, animation
films, broadcasting, telecommunications infrastructure, restau-
rants, video, and other enterprises.

In addition, these new “play spaces” will soon be linked by
fiber optics. To explore what we can do using fiber-optic links
and what interesting opportunities may emerge, we are begin-
ning to try a number of approaches, including net@ experi-
ments. Looking to the arrival of the broadband network era, we
will continue trials and exploratory efforts in this area.




Toshimichi Oyama
Senior Managing Director

SEGA's group charged with the mission of implementing ES has
already set up activities in four key parts of the world to

respond to the arrival of full-scale, high-speed, low-latency net-

work games. These are isao.net in Japan, SEGA.com in the
United States, Dreamarena in Europe, and SEGA.COM ASIA in
the rest of Asia.

These enterprises will take further steps to offer inexpensive,
user-friendly network games and services as well as high-
value-added net amusement services based mainly on SEGA
content assets to on-line users of Dreamcast, PCs, STBs, mobile
telephones, and a range of other equipment.

a) Expanding the lineup of network games

«Supplying new-concept network games

=Establishing network communities

=Creating ASPs for individual network games (content ASPS)
=Promoting cooperation with other ISPs

(b) Strengthening our mobile-related business
«Multidirectional expansion through alliances

=Active provision of content in a format linked to i-mode
<Promotion of overseas expansion

<Establishment of technology for developing and operating
Application Program Interface (API)+Servers

(c) Electronic distribution (downloading)

(d) Experiments for application testing of fiber optics

(e) Internet-based telephone services




With unrivalled innovative insight, SEGA's.creators generate completely
new types of software and stunning content\never before imagi
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REVIEW OF OPERATIONS

1. TERM REVIEW

Overall Business Results
In fiscal 2000, ended March 31, 2000, severe conditions persisted in
the industries in which SEGA operates, which were adversely affect-
ed by the increasing complexity in time-consuming recreation styles
among the younger generation and competition from mobile phones
and other portable devices.

Reflecting the unfavorable conditions in the amusement and con-
sumer video game industries, overall business results were character-
ized by an increase in sales and a decrease in profits. In the
Company’s amusement center operations, although conditions are
still delicate, the market appears to have bottomed out and is slowly
recovering. However, the lackluster performance of Dreamcast in the
Japanese market, particularly during the year-end sales rush, took an
enormous toll on results for the term.

As a result, consolidated net sales for the term increased 27.4%, to

¥339,055 million, of which Japan-based sales rose 1.1%, to ¥211,803
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million, and overseas sales grew 103.7%, to ¥145,521 million. These
results can be attributed principally to the September and October 1999
launches of Dreamcast in the United States and Europe, respectively.
On the profit side, the Company recorded an ordinary loss of ¥44,271
million, with the net loss for the term amounting to ¥42,880 million.

Furthermore, to recover profitability through corporate streamlining,
the Company liquidated its non-performing overseas amusement sub-
sidiaries and wrote off inferior inventories—actions that, combined
with the payment of special retirement benefits incurred in its volun-
tary retirement policy, resulted in the recording of ¥14,636 million in
extraordinary losses. The Company also recorded ¥15,479 million in
extraordinary income from profits on the sales of investment securi-
ties and the transfer of its network department.

In light of the ordinary and net losses incurred due to the temporary
advance investments in the launch of Dreamcast in Europe and the
United States as well as the maturing of the Japanese video game
market, the Company has regretfully elected to forgo the payment of

a dividend for the term.



Results of Individual Divisions

*Amusement Machine Sales Division
- Net sales: ¥73,654 million (down 16.7% year-on-year)
- Operating loss: ¥2,664 million

SEGA’s amusement machine sales operations suffered from the
industrywide decline in amusement facilities and the prolonged
severe contraction in operator investments. Nevertheless, the
Company continued to promote its new genre of games that provide
real and dynamic simulations of a variety of professions and strove to
expand sales of its popular Airline Pilots and Crazy Taxi games as
well as stimulate the market with its new Brave Firefighters and
Emergency Call Ambulance games. SEGA also concentrated on devel-
oping new products using its NAOMI CG system board and won par-
ticular praise for its Ferrari F355 Challenge, which very authentically
simulates the experience of driving a Ferrari sports car. In addition,
our Derby Owners Club is making an enormous impact as a post
music game era industry stimulator. This game, which is currently

enjoying healthy sales, simulates racehorse breeding and allows

Corammaid
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players to store the racehorses they have bred on a portable memory
card, which may be used for continued enjoyment at a later time any-
where. The Company also strove to reach such new market segments
as the children, family, and women’s markets through the sale of such
game room sets as our Disney Fun Square and Kids Amusement
Corner, which feature popular animated characters.

In overseas operations, although the downsizing of certain of the
Company’s competitors’ operations in the United States led to an
enormous increase in market share, new product sales did not grow
to the extent forecast owing to the reentry of used products into the
market. This factor, combined with the sluggish amusement markets

in Europe and Asia, resulted in a decline in sales for the term.

*Amusement Center Operations Division
- Net sales: ¥79,212 million (down 14.9% year-on-year)
- Operating profit: ¥4,602 million
SEGA’s amusement center operations suffered from a contracting

market caused by changes in the consumption expenditure trends of



the younger generation—the segment’s primary target—and the

Company closed 246 locations, focusing on low-efficiency, small-
scale operations. The market environment remained severe during the
term with the natural weeding-out of small-scale operations continu-
ing in the face of sudden changes in market conditions. Against this
backdrop, the Company accelerated its detailed, locally rooted opera-
tional policies and special patron-gathering measures. Thanks to
these efforts and the continuing popularity of SEGA’s Derby Owners
Club, patron numbers are recovering, and operational results are
steadily improving. As a result of these factors, although sales
declined due to the closing of several amusement locations, the

Company succeeded in aligning its operations for future profit gain.

«Consumer Product Sales Division
- Net sales: ¥186,189 million (up 119.8% year-on-year)
- Operating loss: ¥43,032 million
In the Dreamcast home video game console segment of SEGA’s
Consumer Product Sales Division, sales in the Japanese market, now

in their second year, were 950,000 hardware units and 7.04 million

software units. In their first year, sales in the United States amounted
to 2.5 million consoles and 13.83 million software units and in
Europe, 1.04 million consoles and 3.99 million software units. Sales in
other Asian regions totalled 160,000 in hardware and 1.18 million in
software, while total worldwide sales amounted to 4.65 million hard-
ware units for the fiscal year under review (the cumulative total is
5.55 million) and 26.04 million software units for the fiscal year under
review (the cumulative total is 29.05 million).

In the markets of the United States and Europe, sales of Dreamcast
dramatically exceeded initially projected figures. However, in the
Japanese market, although the Company introduced numerous excit-
ing software titles, including Shenmue, Space Channel 5, and Virtua
Striker 2 Ver.2000, that would normally be considered killer titles,
sales figures for all of these titles fell below projections, owing to the
maturity of the market. Particularly during the year-end sales rush,
although the Company’s market share grew, results fell well below
target figures. Dreamcast network subscribers, as of March 31, 2000,
numbered 1.12 million worldwide: 550,000 in Japan, 330,000 in the
United States, and 240,000 in Europe.



2. OUTLOOK FOR FISCAL 2001

Looking ahead to fiscal 2001, the Company spun off its Software R&D
Division as a separate company in July and similarly plans to spin off
its Amusement Center Operations Division in the second half of the
term. SEGA will also strive to enhance profitability through the large-
scale leasing of operating rights and the franchising of individual
companies. Furthermore, we will improve the productivity of each and
every employee and implement thorough cost reductions for the
enhancement of the corporate structure and our cash flows. At the

same time, the Company will thoroughly implement product-specific

and software-title-specific profit and loss control in its Amusement

Machine Sales and Consumer Product Sales divisions.

Fiscal 2001 will also mark the third year of Dreamcast sales
in Japan and the second year in the United States and Europe, and
the Company expects improvements in total unit sales and the profit
structure.

For fiscal 2001, SEGA foresees consolidated net sales of ¥336,000
million (down 0.9%), consolidated ordinary profit of ¥2,600 million,

and consolidated net income of ¥1,500 million.

Thousands of

Millions of yen U.S. dollars

Sales by division 1999 2000 2000
Net sales: ¥266,194 339,055 3,194,112
Consumer product sales 84,694 186,189 1,754,018
Amusement center operations 93,128 79,212 746,227
Amusement machine sales 88,372 73,654 693,867

Note: U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥106.15=US$1, the exchange rate prevailing at March 31, 2000.



FINANCIAL REVIEW

OVERVIEW

In consolidated operating results for the term under review, the
Company experienced growth in net sales, mainly as a result of sales
of Dreamcast in the Consumer Product Sales Division in the United
States and Europe. However, declines in revenue were seen in the
other two divisions due to overall slow business conditions and the
slump in demand in the Japanese market, resulting in a 27.4%
increase in net sales, to ¥339.1 billion (US$3,194.1 million). On the
profit side, the Company recorded a net loss for the term of ¥42.9 bil-
lion (US$404.0 million), approximately the same level as the previous
term’s loss. This was due primarily to the operating loss recorded in
consumer products in connection with advertising expenses and other
launching costs for Dreamcast in Europe and the United States and the
lackluster condition of the Japanese market. In consideration of results
for the term, with regret the parent company has elected to forgo the
payment of shareholder dividends. Also, in free cash flows, although
cash used in investing activities was kept to a minimum, cash used in
operating activities was substantial owing to such factors as the net
loss incurred for the term. Thus, the Company recorded a negative free
cash flow of ¥10.6 billion (US$100.3 million).

NET SALES

Consolidated net sales for the term under review amounted to ¥339.1
billion (US$3,194.1 million), an increase of 27.4%, or ¥72.9 billion. This
was due primarily to increased sales in the Consumer Product Sales
Division in connection with the September and October 1999 launch of
Dreamcast in the United States and Europe, respectively. Net sales by
business segment are as follows.

Net sales in amusement machines decreased ¥14.7 billion, or
16.7%, to ¥73.7 billion (US$693.9 million). Against a backdrop of
declining amusement center operations and shrinking operator invest-
ments in the Japanese market, SEGA strove to stimulate the market
not only through expanded sales of its existing products but also
through the introduction of such new products as Brave Firefighters
and Emergency Call Ambulance. The Company also concentrated on
developing a wide range of new products using its NAOMI CG system
board. Furthermore, we strove for new market acquisition with prod-
ucts geared toward such new market sectors as the family and
women's markets. Overseas, although SEGA's share of the U.S. market
increased as certain of its competitors scaled down their operations,
sales of new products struggled against the presence of a large num-
ber of used products in the market. Sales in Europe and Asia also
declined owing to the lackluster nature of amusement markets in
those regions.

Sales in the Consumer Product Sales Division surged a substantial
119.8%, or ¥101.5 billion, to ¥186.2 billion (US$1,754.0 million), due
primarily to the aforementioned international launch of Dreamcast.
Unit sales of the Dreamcast home video game console totaled 4.65
million for the term (5.55 million overall), and a total of 26.04 million
Dreamcast software units were also sold. Although sales in the United
States and Europe greatly exceeded initial expectations, sales in
Japan suffered a maturing of the market and despite the release of
numerous potentially blockbuster software titles, including the killer
title Shenmue, sales of both hardware units and software titles fell

below initial expectations. Sales were particularly disappointing dur-
ing the busy year-end shopping season. Registered Dreamcast on-line
users as of March 31, 2000, totaled 1.12 million worldwide (550,000 in
Japan, 330,000 in the United States, and 240,000 in Europe).

In amusement center operations, business suffered from market
contraction due to changes in the consumption trends of teenagers,
the core market segment, and the weeding-out of small-scale opera-
tions intensified under a rapidly changing market environment. Against
this backdrop, the Company closed 246 operations, most of which had
ceased to perform efficiently. As a result, net sales declined 14.9%, or
¥13.9 billion, to ¥79.2 billion (US$746.2 million). Despite this decline,
numbers of patrons have begun to rebound thanks to SEGA’s efforts at
establishing unique operations suited to each individual community,
numerous customer-oriented promotion campaigns, and honest hard
work as well as the continued popularity of the Company’s new Derby
Owners Club game. Thus, all SEGA amusement centers are now
poised for increases in operational results, and we were able to align
our organization for an improved profit ratio.

Despite a decline in Japanese yen conversion values owing to the
yen’s appreciation during the term, due to the aforementioned launch
of Dreamcast in the United States and Europe, the portion of consoli-
dated net sales accounted for by overseas sales surged 103.7%, or
¥74.1 billion, to ¥145.5 billion (US$1,370.9 million). This translates into
a rise in the percentage of overseas sales contributing to consolidated
net sales of 16.2 percentage points, from 26.8% to 43.0%.

COST, EXPENSES, AND EARNINGS

The cost of sales for the term under review increased 43.9%, or ¥88.7
billion, to ¥290.5 billion (US$2,736.6 million), thus exceeding the
increase in revenue. As a result, the cost of sales ratio climbed 9.9
percentage points, from 75.8% to 85.7%. This was due primarily to an
increase in launching costs connected to the Dreamcast home video
game console, which consisted mainly of fixed costs, including R&D
expenses. Other factors contributing to this increase include a relative
rise in the cost of sales ratio due to the appreciation of the yen and a
change in the product mix. Hence, gross profit plummeted 24.6%, or
¥15.8 billion, to ¥48.6 billion (US$457.5 million).

Selling, general and administrative expenses also increased a sub-
stantial 42.8%, or ¥26.6 billion, to ¥88.9 billion (US$837.7 million).
This was due primarily to such launching costs as advertising expens-
es, early investments, and sales network formation connected to the
aforementioned introduction of Dreamcast in Europe and the United
States as well as an increase in R&D expenses. As a result, the ratio
of selling, general and administrative expenses to net sales rose 2.8
percentage points, from 23.4% to 26.2%. Moreover, total R&D expens-
es included in selling, general and administrative expenses for the
term amounted to ¥30.6 billion, ¥22.7 billion of which consisted of
developmental expenses in consumer products. R&D expenses worked
out to 9.0% as a percentage of net sales.

As a result of these factors, the operating loss increased ¥42.4 bil-
lion, to ¥40.4 billion (US$380.2 million), and the operating loss ratio
amounted to 11.9%. Examined by business segment, operating income
for the Amusement Machine Sales Division decreased ¥10.2 billion, to
an operating loss of ¥2.7 billion, and the Consumer Product Sales



Division incurred an increase in operating loss of ¥32.6 billion, to ¥43.0
billion. The Amusement Center Operations Division recorded the sole
operating profit for the term, which, while decreasing ¥0.6 billion, still
amounted to ¥4.6 billion.

Other expenses, net, declined a substantial ¥31.7 billion, to ¥3.1 bil-
lion (US$29.0 million). Principal contributing factors to this decrease
included a decline in loss on write-down or disposal of inventories of
¥9.8 billion, the elimination of a loss of ¥8.5 billion on the dissolution
of a subsidiary, and the ¥4.9 billion decrease in equity in losses of non-
consolidated subsidiaries and affiliates. The Company recorded extra-
ordinary losses of ¥14.6 billion, including ¥4.5 billion in provision for
doubtful accounts, ¥1.6 billion in reserve for guaranteed obligation,
and ¥2.0 billion in additional benefits for retirees. However, the
Company also recorded extraordinary income of ¥15.5 billion, including
a ¥10.2 billion gain on sales of investment securities and a ¥3.6 billion
gain on sale of network department.

As a result of the above factors, loss before income taxes and
minority interest in earnings of consolidated subsidiaries increased
¥10.8 hillion, to ¥43.4 billion (US$409.1 million), and the net loss for
the term hovered at approximately the same level as the previous
term, at ¥42.9 billion (US$404.0 million). Net loss per share declined
¥34.7, to ¥390.6 (US$3.68). As mentioned previously, the parent com-
pany has elected to forgo payment of shareholders’ dividends.

FINANCIAL POSITION

In the interest of efficient use of total capital employed, SEGA contin-
ued to emphasize asset quality and curtailed increases in total assets.
As a result, total assets at year-end declined 11.8%, or ¥50.3 billion,
to ¥375.3 billion (US$3,535.9 million).

Total current assets declined ¥44.5 billion, to ¥211.4 billion
(US$1,991.3 million), constituting the primary factor for the decline in
assets. Among current assets, factors contributing to the decline included
a ¥17.5 billion decline in lease-backed notes receivable and a ¥19.0 bil-
lion decline in inventories comprising mainly merchandise and products.

Investments and advances increased ¥2.8 billion, to ¥40.4 billion
(US$380.3 million). This was primarily due to a ¥6.7 billion increase in
investments in securities, which was offset by the large increase in
allowance for doubtful accounts of ¥5.6 billion.

In property and equipment, the Company invested a total of ¥27.2 bil-
lion during the term, including ¥15.2 billion in amusement center opera-
tions as well as further investments in its two other operating divisions.
However, total property and equipment decreased ¥5.2 hillion, to ¥74.7
billion (US$703.9 million), due to such factors as the closing of 246 non-
performing amusement operations and a reduction in depreciation.

Fixed leasehold deposits declined ¥3.7 billion, to ¥21.0 billion
(US$197.5 million), due mainly to cancellations owing to the decrease
in amusement center operations.

No significant change was recorded in other assets.

Total current and long-term liabilities declined 14.4%, or ¥49.8 hillion,
to ¥295.0 billion (US$2,779.3 million). Short- and long-term interest-
bearing debt shrank ¥58.1 billion, to ¥203.1 billion (US$1,913.5 million),
mainly in long-term interest-bearing debt through procurement, repay-
ment, redemption, and conversion. This includes ¥29.4 billion in the fixed
redemption of convertible debentures maturing in September 1999, a

decline of ¥43.7 billion due to yen-based convertible debentures maturing
in 2003, and the partial conversion to stock of the Company’s fifth unse-
cured convertible debenture. In new issuance, a ¥5.0 billion Euro-Yen
bond was issued in June 1999 with a maturity date of 2002. In addition, a
net increase of ¥10.0 billion was recorded in long-term bank loans.

Operating liabilities and other liabilities increased ¥8.3 hillion, to
¥91.9 billion (US$865.8 million). This was due primarily to a ¥4.9 bil-
lion increase in deferred income taxes, a ¥1.6 billion increase in
reserve for guaranteed obligation in connection with an affiliate’s bank
loans, and a ¥3.2 billion increase in notes and accounts payable, trade.

Although the Company recorded a ¥44.1 billion increase in common
stock and additional paid-in capital owing to the conversion of convert-
ible debentures and the use of the right to subscribe on new stocks in
connection with the stock options program, the accumulated deficit
owing to losses increased ¥45.2 billion. As a result, total shareholders’
equity edged up ¥0.1 hillion, to ¥80.7 billion (US$760.5 million). Due to
the conversion to stock of convertible debentures, the equity ratio
increased 2.6 percentage points, from 18.9% to 21.5%.

CASH FLOWS

Cash and cash equivalents at end of year declined ¥33.3 hillion com-
pared with the year-end figure for the previous term due to such fac-
tors as the incurring of a loss before income taxes and minority
interest in earnings of consolidated subsidiaries of ¥43.4 billion and
the repayment of long-term debts and amounted to ¥98.3 billion
(US$926.3 million) with the addition of ¥3.4 billion (US$32.0 million) in
an increase of cash and cash equivalents from addition of consolidated
subsidiaries in connection with the expansion of the Company’s con-
solidation scope. This figure is equivalent to approximately 3.5 months
of the Company’s average monthly sales of ¥28.3 hillion, but it also
includes capital to be allocated to the ¥88.5 million redemption of the
Company’s fourth unsecured convertible debenture, which is sched-
uled for redemption in fiscal 2001.

Net cash used in operating activities amounted to ¥8.8 billion
(US$82.9 million). Of this figure, capital expenditures totaled ¥30.4 bil-
lion after factoring in depreciation expenses from the aforementioned
loss before income taxes and minority interest in earnings of consoli-
dated subsidiaries of ¥43.4 billion, other non-cash items, proceeds
from sale of network department, payments for additional benefits for
retirees, and payments made in connection with the previous term’s
dissolution of a subsidiary. However, changes in operating assets and
liabilities and others worked out to a cash inflow of ¥21.6 billion
owing to a decrease in inventory assets and accounts payable.

Net cash used in investing activities was restrained to the low figure
of ¥1.8 billion (US$17.4 million). This was due to the offsetting of ¥12.9
billion in capital expenditures and ¥2.8 billion in net expenditures for the
acquisition and sale of investment securities by ¥4.8 hillion in proceeds
from sale of cash trust for investment, ¥5.6 billion in proceeds from the
sale of property and equipment, and ¥2.5 hillion in proceeds from newly
concluded and newly canceled deposit and guarantee contracts.

Net cash used in financing activities amounted to ¥21.6 hillion
(US$203.6 million). This was due to a net increase in long-term bank
loans, including the issuing of a ¥5.0 billion Euro-Yen bond, despite the
incurring of a ¥29.4 billion redemption of convertible debentures.



CONSOLIDATED BALANCE SHEETS

SEGA Enterprises, Ltd. and Consolidated Subsidiaries
March 31, 1999 and 2000

Thousands of U.S.
Millions of yen dollars (Note 1(1))
ASSETS 1999 2000 2000
Current Assets:
Cash and time depOSItS (NOLE 3) .......iuuiureiuerieieiiesiesissieieieses s et n st ¥107,728 ¥ 93,913 $ 884,720
Notes and acCoUNtS FECEIVADIE ..........c.civiviriieier e b bbb esns 37,446 37,642 354,611
Marketable securities (NOLES 3 NG 5).......cvvirreiriiiniriiinsiiieieiesesessessessesssssssesesessessessessessnses 301 13,934 131,267
Lease-hacked notes receivable (NOLE 3) ........cceveieinriniiiieieieies et sese s essessessensssans 20,500 3,000 28,262
INVENTOMIES (NOTE 4) ...vuvuviiiiiiiesiesisisi st b bbb bbb 61,580 42,598 401,300
PrEPAIT BXPENSES. .v..vuivvvierieriesiesiesisstssses bbb es st st bbb bbb st st bbb b s sttt 15,520 6,122 57,673
Other current assets.... . 14,488 15,383 144,918
Less allowance for doUBLFUl ACCOUNTS...........c.eveiieriniiiiiieieieses e et (1,689 (1,214) (11,437)
TOTAI CUITENT ASSEES .....vvvivtecieteec ettt sttt sttt sttt st es st b s s s s e e s e s s e s se s snes 255,874 211,378 1,991,314
Investments and Advances:
INVEStMENtS IN SECUMLIES (NOTE 5)...euvuiveieuiireireiieiisiieeiiet ettt 34,377 323,853
Long-term loans receivable . . 4,709 44,362
OthEI INVESIMENES ....v.vvecvevsiiecreiiee ettt a bt ettt bt ses s bt ss bbb s seb et s e b et en s st s ens 9,388 88,441
48,474 456,656
Less allowance for doubtful accounts.... (8,102) (76,326)
Total investments and advances....... 40,372 380,330
Property and Equipment:
Amusement machings and fACIlITIES .........coccovviiiiicis e 74,095 64,835 610,787
BUIIINGS AN STIUCTUIES .......ovuieieieieeeeieiee et 53,181 51,787 487,866
0111 TP 31,106 27,447 258,568
158,382 144,069 1,357,221
Less accumulated dEPreCiatioN .........uucueverierieiieriesiesiesieseses e st st en sttt (101,071) (92,276) (869,298)
57,311 51,793 487,923
L 11 T 22,629 22,925 215,968
Total property and EQUIPMENT ........c.evueiieiierieiiisieieieseses e siesses st sessesses s st st estessessnsss 79,940 74,718 703,891
Fixed Leasehold DEPOSILS (NOTE 6) ......c..ceeueriuiiriiiiiireeeieieesesssiseisei s sssseieen 24,622 20,968 197,531
Deferred Charges and INtangible ASSELS........ccvviiieieiieiieieiesssssss et 17,301 16,881 159,030
Excess Investment Costs over Net Assets of Consolidated Subsidiaries Acquired........... 1,786 2,247 21,168
Translation AdJuStMENT (NOLE 2 (2)).......veueveueerieeerierieiesisseeseseesssesssessss s sensesssssseees 8,561 8,777 82,685
01 = F =1 T ¥425 614 ¥375,341 $3,535,949

The accompanying notes are an integral part of these statements.




Thousands of U.S.

Millions of yen dollars (Note 1 (1))
LIABILITIES AND SHAREHOLDERS' EQUITY 1999 2000 2000
Current Liabilities:
SNOIE-LEIM DANK T0BNS .....vvvviriiii bbb ¥ 17,154 ¥ 21,008 $ 197,909
Current portion of convertible bonds (NOTE 7).......cccveieieiieiinicieieieiesessessessssssssssssesessessessens 29,371 88,452 833,274
Current portion of 1ong-term debt (NOTE 7) .....c.cvueveieierieiesiisieieieies s essessssssssssesessessessens 6 477 4,494
Notes and accounts payable:
THAOE ...ttt 52,957 56,138 528,855
LN ettt 6,682 3,231 30,438
59,639 59,369 559,293
ACCTUBH EXPEINSES ... vvvrerereseesesessasseeeseesessessessessessessessess bt st s e see e eesen bbbt eb e ens et 14,317 15,490 145,925
Income taxes Payable (NOLE 8) ... 734 1,048 9,873
Deferred iNCOME taXES (NOLE 8) ........cuvuieieeireireicieieiseiset et — 4,919 46,340
Reserve for guaranteed ODIGALION............ocieeeriiiis e — 1,589 14,969
Other current liabilities 3,397 4,231 39,859
Total CUrreNt HADIITLIES .........cvuieriieerieiee b 124,618 196,583 1,851,936
Long-Term Liabilities:
LONG-LEMM AEDE (NOLE 7) ...ttt 214,668 93,178 877,796
Accrued employees’ retirement DENETILS ..o s 598 737 6,943
Accrued retirement benefits for directors and corporate auditors ..........cooevrevereerinersiennineens 125 50 471
0T OO 4,816 4,475 42,157
Total [ong-term HaDIlILIES ..o 220,207 98,440 927,367
Minority Interest in Consolidated SUDSIAIANIES ..o 148 (407) (3,834)
Commitments and Contingencies (Note 15)
Shareholders’ Equity:
Common stock, par value ¥50 per share:
Authorized—200,000,000 shares at March 31, 1999 and 2000
Issued—103,219,703 shares and 122,495,720 shares
at March 31, 1999 and 2000, rESPECLIVEIY ......c.evrrieirerirriiriereieieresessessesssssssssssessessessessessens 42,109 64,149 604,324
Additional PRIt-iN CAPITAL ...........veriereieeieieieisesereiies et 41,653 63,674 599,849
ACCUMUIALE DEFICHT.......cvvuverieriiesi e (3,097) (48,248) (454,527)
Unrealized gain (loss) on available-for-sale SECUMEIES ..........cvvereriiiniiineneiieieseseeniereenns (23) 1,160 10,928
TTEASUIY STOCK. ... vuvrrtsrtaesieses ettt (1) (20) (94)
Total ShareNOIAErS’ BQUILY ........cuieeecercecieieisesei ettt 80,641 80,725 760,480
Total liabilities, minority interest in
consolidated subsidiaries and shareholders’ EQUILY ........ccoviieiirsisesereiereiensnennns ¥425,614 ¥375,341 $3,535,949




CONSOLIDATED STATEMENTS OF OPERATIONS

SEGA Enterprises, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 1998, 1999 and 2000

Thousands of U.S.
Millions of yen dollars (Note 1(1))
1998 1999 2000 2000
NEE SAIES ... ¥331,605 ¥266,194 ¥339,055 $3,194,112
COSEOF SAIES ... 270,710 201,819 290,492 2,736,618
€ (0TS0 (0] OO 60,895 64,375 48,563 457,494
Selling, General and Administrative EXPENSES ..........ccocreureeeeniniineineensineineenes 74,862 62,287 88,917 837,654
Operating (I0SS) INCOME..........c.ivrirrirriiiireieiiresssessessssssss s sssassassssanes (13,967) 2,088 (40,354) (380,160)
Other Income (Expenses):
Interest and dividend INCOME ..........euurrrrirniieereierierie i sseenens 1,913 1,313 1,462 13,773
INEEIESE EXPENSE ...vurveivviriisirsetsetssis s st es bbb bbb en (3,719 (2,175) (3,226) (30,391)
Loss on write-down or disposal of INVENEOTIES ... — (11,497) (1,745) (16,439)
Loss on sale or disposal of property and eqUIPMENL ..........cccevevererierieriessensnsenns (477 (436) (2,092) (19,708)
Loss on dissolution 0f & SUDSIAIANY .........cceveieieiiieieseseee s (638) (8,499 — —
Loss on valuation of iNVeStMENT SECUMTIES..........cvvevververrierirereieresesiesiessesssseenns (6,661) (1,986) (599) (5,643)
Loss on valuation of cash trust for INVESIMENTS ...........cc.cevververercierereresienisnienns (3,993) (1,330) — —
Loss on sale or disposal of operations in subsidiaries and affiliates................... (2,780) — — —
Gain on sale of network department (NOte 11) ........cccevviverrerrerreierereriesiessessenns — — 3,572 33,650
Gain on sales of investment securities (NOte 10).........cceuverrererererereriessenssnsenns 510 — 10,205 96,138
Net (loss) gain on foreign eXChaNGe ........cccceeiiiiriiiessseseeeseses s ssssesiees 1,088 — (2,458) (23,155)
Additional benefits fOr FELIIEES ........ccuiuiierciereiesesesss e e — — (2,016) (18,992)
Reserve for guaranteed obligation (Note 13)........cc.ccoervereans — — (1,590) (14,979)
Amortization of discounts on bonds...........ccccevevrerieiierennnns (686) (686) — —
Amortization of bond and note iSSUe EXPENSES..........ccvevvrvrierennes (263) (723) (734) (6,914)
Equity in losses of non-consolidated subsidiaries and affiliates .. (4,495) (6,379) (1,442) (13,585)
Provision for doubtful accounts (Note 12).........c.cccevererervrniirnnne (346) (1,366) (4,469) (42,101)
01T 801 OO 1,705 (974) 2,057 19,377
TOtAl OB EXPENSES .....vuveiierriseriersissessee s (18,842) (34,738 (3,075) (28,969)
Loss before income taxes and minority interest
in earnings of consolidated SUDSIAIAMES ... (32,809 (32,650 (43,429) (409,129)
Income Taxes:
CUITENE 111ttt ettt 5,718 230 653 6,152
DETEITE. ...ttt bbbt (2,553) 10,343 878 8,271
3,165 10,573 1,531 14,423
(35,974) (43,223) (44,960) (423,552)
Minority Interest in Earnings of Consolidated Subsidiaries ............c.ccccocou.... 339 342 2,080 19,595
INEEIOSS .ot ¥(35,635) | ¥ (42,881) ¥ (42,880) $ (403,957)
U.S. dollars
Yen (Note 1(1))
1998 1999 2000 2000
Per Share:
Net [0SS—haSiC (NOLE 2 (13)) ...vvuerueererrerrrirrieeerseeeneersesssssssessessesssessesseesanssesens ¥(354.1) ¥(425.3) ¥(390.6) $(3.68)
CaSh QIVIAENAS .......cvuviiicricierieiesiesee et bbb 38.0 39.0 — —

The accompanying notes are an integral part of these statements.




CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

SEGA Enterprises, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 1998, 1999 and 2000

Millions of yen
(Accumulat- Unrealized
Number of Additional ed deficit) gain (loss) on
shares of Common paid-in Retained available-for- | Treasury
common stock stock capital earnings sale securities stock Total
Balance at March 31, 1997 .........cccccovvvinierinnens 100,633,718 | ¥39,154 | ¥38,700 ¥ 78,651 ¥ (397) ¥ (2) | ¥156,106
Net loss for the year ended March 31, 1998........ — — — (35,635) — — (35,635)
Increase due to equity method of affiliates......... — — — 21 — — 21
Increase due to tax effects (Note 2 (7)).......c.ccuveue — — — 4,982 — — 4,982
Unrealized holding gains arising
during the Period ...........cocverereeneeneneneinsiseenne — — — — 530 — 530
Cash divIdends ..........cccovevmeereineeneernenerneieeeeens — — — (3,824) — — (3,824)
Bonuses to directors and corporate auditors....... — — — (133) — — (133)
Increase of treasury stock ..... — — — — = (1) (1)
Balance at March 31, 1998 100,633,718 39,154 38,700 44,062 133 (3) | 122,046
Net loss for the year ended March 31, 1999........ — — — (42,881) — — (42,881)
Decrease in retained earnings of
newly consolidated subsidiaries............ccc...... — — — (401) — — (401)
Increase due to equity method of affiliates......... — — — 47 — — 47
Unrealized holding gains arising
during the Period ...........coovereneeneneereneensiseenne — — — — (156) — (156)
Cash dividends ... — — — (3,924) — — (3,924)
Increase of treasury StOCK ..........ouveverererieriarians — — — — — 2 2
Conversion of convertible bonds...............cc.oeuvee. 2,585,985 2,955 2,953 — — — (5,908)
Balance at March 31, 1999 .........c.cocovveinierniinens 103,219,703 42,109 41,653 (3,097) (23) 1) (80,641)
Net loss for the year ended March 31, 2000........ — — — (42,880) — — (42,880)
Decrease in retained earnings of
newly consolidated subsidiaries............ccc...... — — — (242) — — (242)
Increase due to equity method of affiliates......... — — — 362 — — 362
Increase due to exception to
equity method of affiliate............ccoccoeviirriiinn. — — — (16) — — (16)
Unrealized holding gains arising
during the period ..o, — — — — 1,183 — 1,183
Cash diVIdeNds ...........ocvereireineeierennerssiseeens — — — (2,374) — — (2,374)
Bonuses to directors and corporate auditors....... — — — (1) — — 1)
Increase of treasury StOCK .........oevvrvneeeerneernnenns — — — — — (©)] 9)
Conversion of convertible bonds... 19,118,017 21,852 21,833 — — — 43,685
EXErcise of WarrantS.........ccouverevnerviennineeeniens 158,000 188 188 = = = 376
Balance at March 31, 2000 ........c.cccovreeniernninns 122,495,720 | ¥64,149 | ¥63,674 ¥(48,248) ¥1,160 ¥(10) | ¥ 80,725
Thousands of U.S. dollars (Note 1 (1))
(Accumulat- Unrealized
Additional ed deficit) gain (loss) on
Common paid-in Retained available-for- | Treasury
stock capital earnings sale securities stock Total
Balance at March 31, 1999 ........cccoevrermrnernnesnerseeseeesesseseens $396,693 | $392,398 | $ (29,176) $ (217) $ (9)| $759,689
Net loss for the year ended March 31, 2000 ..........cccovvvveerrirneens — — (403,957) — — | (403,957)
Decrease in retained earnings of newly
consolidated SUDSIAIANES ..o — — (2,280) — — (2,280)
Increase due to equity method of affiliates.................. — — 3,411 — — 3,411
Increase due to exception to equity method of affiliate... . — — (151) — — (2512)
Unrealized holding gains arising during the period....... . — — — 11,145 — 11,145
Cash diVIAENDS.........ccevrernieieneniereseeeneenens — — (22,365) — — (22,365)
Bonuses to directors and corporate auditors............ . — — 9) — — 9)
Increase Of treasury StOCK ..........oveereereererrneesneeserseessseseseseens — — — — (85) (85)
Conversion of convertible BoNds............ocveveineineninineinienn, 205,860 205,680 — — — 411,540
Exercise of warrants................. . 1,771 1,771 — — — 3,542
Balance at March 31, 2000 $604,324 | $599,849 | $(454,527) $10,928 $(94) | $760,480

The accompanying notes are an integral part of these statements.



CONSOLIDATED STATEMENT OF CASH FLOWS

SEGA Enterprises, Ltd. and Consolidated Subsidiaries
For the year ended March 31, 2000

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

Cash Flows from Operating Activities:
Loss before income taxes and minority interest in earnings of consolidated subsidiaries .........c..cccooeveueeenc. ¥ (43,429) $ (409,129

Adjustments for:

Depreciation aNd AMOTTIZATION............uurrueesreeseereesarsseesessseesasesessesssessesssesssessesssesssessaessesssesssssssssasssessssssssns 23,945 225,577
Transfer of amusement machines and facilities from investing aCtivities ............ccoeerernrneieierierierierenes (9,441) (88,940)
Provision for doubtful accounts 4,829 45,492
Interest and dividend income.......... (1,462) (13,773)
Interest expense. ........cooeeveenenees 3,226 30,391
Net 10SS 0N FOreign EXCRANGE ..o 2,145 20,207
Equity in losses of non-consolidated subsidiaries and affiliates ..........cocvvrirvineeneinineineeee e 1,442 13,585
Loss on sale or disposal of property and equipment 1,115 10,504
Gain 0N Sales Of INVESTMENT SECUMTIES ........vuuiuuieriirerierieiie sttt (10,205) (96,138)
Gain on sale 0f NEtWOrK GEPAMMENT ..........cvuuriuiiriirerirerieeieii st (3,572 (33,650)
Additional DENETILS FOr FBEIMEES ... ..eiiecece ettt ettt b bbbt ettt e b et et as et et eb st et asabatasabanas 2,016 18,992
Reserve for guaranteed ODIGALION .........c.c i 1,590 14,979
Increase in notes and accounts receivable (4,498) (42,374)
DECTEASE IN INVENEOTIES ...vvoverereuesaeessesersessseeseessesssesseas st b bbb 18,203 171,484
Increase in notes and aCCOUNES PAYADIE. ..o 3,455 32,548
OBNBIS 11 vurvevsereseseseseessesessssessesssesssess s s s s s £ a8 8 R 4,461 42,025
SUBLOTAL ..ottt (6,180) (58,220
Interest and diVIAENAS FECEIVEM .........cuuviuriiiriieiseeisiseiesees ettt 1,294 12,190
INEETESE PRI .....vvoveese st (3,045) (28,686)
Proceeds from sale of network department ....... 4,700 44277
Payments for additional benefits for retirees (2,016) (18,992)
Payments for dissolution of a subsidiary............. (2,984) (28,111)
INCOME TAXES PRI .....vvvvreivieeiisiiteie et b bbb bbb s bbb bbb bbb bbb a s (570) (5,370)
Net cash used in OPErating ACHIVILIES ...........oiueiuiereueeeieieieieeieee ittt (8,801) (82,912)

Cash Flows from Investing Activities:
Proceeds from sale of cash trust for INVESIMENT ...........ccociciiiiiiieesccee et sr e 4,834 45,539
Payments for purchases of property and eqQUIPMENT .........c.ouvueeierirerreiiresseeessessesses s esssenssens (12,889) (121,423)
Proceeds from sales of property and eQUIPIMENT .........c.ccucueuririeiieiieieesieei ettt 5,560 52,379
Payments for purchases of INVESIMENT SECUMLIES ..........c..cuueuuerieiieiieiiiinsieiei e (12,797) (111,135)
Proceeds from INVESTMENT SECUMTIES.......cuuuivuiereireiriirerierieessieeeses s ss st enens 9,024 85,012
Payments for purchases of consolidated SUDSIAIAMES ...........cceveierieiiniiniiiieisieie s senes (233) (2,195)
PAYMENT O QUVANCES .......uvveiserieriieses s (286) (2,694)
Proceeds from COIlECtiONS OF BAVANCES ..........cuueiuiiiiiiriiieieieie ettt 1,967 18,530
Payment for fixed [€aSeN0Id AEPOSIES..........c..evuiurieriireiieiieic ettt (557) (5,247)
Proceeds from collections of fixed 1€aSEN0Id AEPOSIES ........c..cueviririiriiniiriireireieeie s 3,031 28,554
0111 OO PP PROO (502) (4,729)
Net cash USed N INVESEING ACHIVITIES .........ovueieieieciieieieieieieei ettt (1,848) (17,409)

Cash Flows from Financing Activities:
Increase in Short-term bank (08NS, MEL .........c.ocviiiiiiieec ettt bt 3,940 37,117
ISSUANCE OF I0NG-TEIM GBS ...ttt 6,844 64,475
Repayment of [0Ng-term AEDLS ..o (30,258) (285,049)
DIVIBENGAS PAIG....... ettt ees bbbkt bbbt (2,384) (22,459)
0] 3 OO OPTPPSPROR 245 2,308
Net cash used in fiNANCING ACHIVILIES.............euuruieeireieieieieiieet ettt (21,613) (203,608)
Effect of Exchange Rate Changes on Cash and Cash Equivalents.... (1,035) (9,750)
Net Decrease in Cash and Cash EQUIVAIENTS ...t (33,297 (313,679)
Cash and Cash Equivalents at Beginning Of YEAI .........cccccviiiiniinininiinineieeesisssssssssssssssisessessssassassas 128,227 1,207,980
Increase of Cash and Cash Equivalents from Addition of Consolidated Subsidiaries 3,395 31,983
Cash and Cash Equivalents at End of Year (NOTE 3) .......cccceiiiiiiiiiininisiieiesesessssssssssesssssssssessesssssassansas ¥ 98,325 $ 926,284

The accompanying notes are an integral part of this statement.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEGA Enterprises, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 1999 and 2000

1. BASIS OF PRESENTING THE CONSOLIDATED FINANCIAL STATEMENTS

(1) Accounting Principles

The accompanying consolidated financial statements have been pre-
pared based on the accounts maintained by SEGA Enterprises, Ltd.
(“SEGA”) and its consolidated subsidiaries (collectively, the
“Company”) in accordance with the provisions set forth in the
Commercial Code of Japan and the Securities and Exchange Law,

and in conformity with accounting principles and practices generally
accepted in Japan, which are different in certain respects as to appli-
cation and disclosure requirements from International Accounting
Standards. The consolidated statements of shareholders’ equity for the
years ended March 31, 2000, 1999 and 1998, have been prepared to
provide additional information. The consolidated statement of cash
flows has been required to be prepared with effect for the year ended
March 31, 2000, in accordance with a new accounting standard.

The accompanying consolidated financial statements incorporate
certain reclassifications and rearrangements in order to present these
statements in a form which is more familiar to the readers of these
statements outside Japan. In addition, the notes to consolidated finan-
cial statements include information which is not required under gener-
ally accepted accounting principles and practices in Japan but is
presented herein as additional information.

The consolidated financial statements are not intended to present
the consolidated financial position, results of operations and cash

flows in accordance with accounting principles and practices generally
accepted in countries and jurisdictions other than Japan.

The U.S. dollar amounts stated in the consolidated financial state-
ments are included solely for the convenience of readers outside
Japan. The rate of ¥106.15=US$1, the approximate rate of exchange
as at March 31, 2000, has been used for the purpose of such transla-
tions. Those translations should not be construed as representations
that the Japanese yen amounts have been or could be converted into
U.S. dollars at that rate or any other rate.

(2) Significant Shareholder
SEGA is an affiliate of CSK Corporation, Japan, which owned 21,148
thousand shares of common stock of SEGA at March 31, 1999 and
2000, representing 19.52% and 17.26% of shares outstanding at such
dates.

There have been no material transactions and account balances
outstanding, other than the shareholdings, between SEGA and CSK
Corporation.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Scope and Principles of Consolidation
SEGA had 46 subsidiaries and 13 affiliates at March 31, 2000 (55
subsidiaries and 21 affiliates at March 31, 1999). The consolidated

financial statements include the accounts of SEGA and 36 of its sub-
sidiaries (38 at March 31, 1999), which are mostly listed below.

Equity ownership
Country of percentage at
incorporation March 31, 2000* Fiscal year-end
SEGA Enterprises, Inc. (U.S.A)....... USA. 100.0 March 31
SEGA of America, Inc. ............... USA. (100.0) March 31
SEGA.COM, INC. oottt USA. 44.1(11.9) March 31
SEGA.COM PC NEIWOTKS, INC. cvvvvvrviiriiiesiesissississieieseseses s ses st sessass s ansansnes USA. (93.2) March 31
SEGA of America Dreamcast, Inc. ......... USA. (200.0) March 31
Visual Concepts Entertainment, Inc. ..... USA. 100.0 March 31
SEGA Soft Networks, InC. .......cccocvveee. USA. 50.0 March 31
SEGA BUIOPE LEA. ..ottt UK. 100.0 February 29
SEGA AMUSEMENLS EUNOPE LT, ....ovueriiiiiicieieieieeeeeee et UK. (200.0) February 29
JPM International Ltd. ............... UK. (100.0) February 29
ACE Coin Equipment Ltd. ....... Uk (200.0) February 29
Crystal Leisure Ltd. ............ UK. (100.0) February 29
CroSS PIOAUCES LE. ... UK. 100.0 March 31
SEGA Gesellschaft fur Videospiele GMBH.............coceiieieininininneeeie e Germany (200.0) February 29
SEGA Consumer Products S.A. .......c.ccceevienee Spain (200.0) February 29
S.G.S. 0., L. it Japan 63.0 March 31
SEGA TOYS, LEU. 1ottt ss s ssssnsnsns Japan 100.0 March 31
SEGA MUSE Corporation ............... Japan 46.9 March 31
SEGA Music Networks Co., Ltd. ... Japan 50.0 March 31
SEGA LOGISEICS SEIVICE LEH. ....ucvuieriiriiriiiiiiseiseiseiseiei et Japan 50.0 March 31
Other 16 subsidiaries

* (Equity ownership percentage indirectly owned)




The consolidated financial statements include the accounts of SEGA
and those of its subsidiaries in which it has control. Effective April 1,
1999, the Company modified its approach for identification of consoli-
dated subsidiaries from the percentage-of-ownership approach to the
effective control approach, in accordance with “Implementation Guide-
line on Revised Definition of Subsidiaries and Affiliates for Consol-
idated Financial Statements” issued by the Business Accounting
Deliberation Council on October 30, 1998. Under the percentage-of-
ownership approach, the determination as to whether a company
would be consolidated was made solely on the percentage of own-
ership by SEGA. Under the effective control approach, companies
controlled by SEGA are consolidated regardless of the ownership per-
centage. All significant intercompany transactions and accounts and
unrealized intercompany profits are eliminated on consolidation.

The excess of the cost over the underlying net equity of investments
in subsidiaries as well as affiliates accounted for on an equity basis is
recognized as goodwill, and is amortized on a straight-line basis main-
ly over five year periods.

Investments in affiliates in which SEGA has significant influence are
stated using the equity method. Consolidated net income includes the
Company’s equity in current earnings after elimination of unrealized
intercompany profits.

(2) Translation of Foreign Currency Transactions and Accounts
Foreign currency transactions are translated using foreign exchange
rates prevailing at the transaction dates. Short-term receivables and
payables in foreign currencies are translated at the current exchange
rates at each balance sheet date, whereas long-term receivables and
payables in foreign currencies are not revalued using the current rate
at the balance sheet date.

All the assets and liabilities of foreign subsidiaries and affiliates are
translated at current rates at the respective balance sheet dates and
all the income and expense accounts are translated at average rates
for respective periods. Foreign currency financial statement translation
differences are recorded in the consolidated balance sheet as a com-
ponent of assets or liabilities.

(3) Marketable and Investment Securities
Marketable securities held by SEGA and its domestic consolidated
subsidiaries are valued at the lower of cost, as determined by the
moving-average method, or market. All other securities held by SEGA
and its domestic consolidated subsidiaries are valued at cost, as
determined by the moving-average method. Consolidated subsidiaries
in the United States of America account for marketable and invest-
ment securities in accordance with the Statement of Financial
Accounting Standards No. 115, “Accounting for Certain Investments in
Debt and Equity Securities.”

When the fair value of an individual security declines below cost
and it is judged to be a permanent impairment of value, the carrying
value of the security is written down to the fair value.

(4) Amortization of Goodwill

SEGA amortizes goodwill over 5 years by the straight-line method and
SEGA Europe Ltd. amortizes the goodwill brought by acquiring stocks
of JPM International Ltd. and 3 other subsidiaries over 15 years.
Goodwills with little importance are totally amortized in a single year.

(5) Inventories

Inventories held by SEGA and its domestic consolidated subsidiaries
are stated at cost, as determined by the moving-average method.
Inventories held by the foreign consolidated subsidiaries are mainly
valued at the lower of cost, as determined by the first-in first-out
method, or market.

(6) Property and Equipment

Property and equipment, including significant renewals and improve-
ments, are carried at cost less depreciation. Maintenance and repairs
including minor renewals and betterments are charged to income as
incurred. Depreciation is computed primarily on the declining-balance
method at rates based on the estimated useful lives of the assets
which are prescribed by the Japanese income tax laws. When retired
or disposed of, the difference between the net book value and sales
proceeds is charged or credited to income.

(7) Income Taxes

Income taxes of SEGA and its domestic consolidated subsidiaries con-
sist of corporate income taxes, local inhabitants’ taxes and enterprise
taxes. Deferred income taxes are provided for temporary differences
between the tax basis of assets and liabilities and those as reported
in the consolidated financial statements.

(8) Finance Leases

Finance leases other than those where ownership of the lease assets
is transferred to the lessee are accounted for as operating leases. All
finance leases in overseas subsidiaries are accounted as finance leas-
es and similarly accounted as sales transactions.

(9) Appropriation of Retained Earnings

Appropriation of retained earnings reflected in the accompanying con-
solidated financial statements has been recorded after approval by the
shareholders as required under the Japanese Commercial Code.

(10) Development Costs for Software to Be Sold

In accordance with the introduction of the new accounting rules,
SEGA and its domestic consolidated subsidiaries changed the method
of accounting for development costs of software for video games to be
sold. For the year ended March 31, 2000, development costs for such
software are charged to cost of sales as incurred. Until March 31,
1999, development costs for such software were capitalized in inven-
tory and charged to cost of sales at the time that the development
was completed. As a result of this change, operating loss for the year
ended March 31, 2000, was increased by ¥2,154 million ($20,292 thou-
sand), as compared with the amounts which would have been reported
if the previous method had been applied.



As a transitional measure, in accordance with the new accounting (12) Reclassifications

rules, development costs of software for video games to be sold that Certain reclassifications of the financial statements for the years
were capitalized prior to March 31, 1999, are and will continue to be ended March 31, 1998 and 1999, have been made to conform to the
accounted for in the same manner until the software is completed. presentation for the year ended March 31, 2000.

(11) Cash and Cash Equivalents (13) Dividends and Earnings per Share

Cash and cash equivalents in the consolidated statement of cash flows Diluted net loss per share was not disclosed for the years ended

are composed of cash on hand, bank deposits able to be withdrawn on March 31, 1998, 1999 and 2000, as net loss per share was calculated
demand and highly liquid investments which are principally the invest- for the year after the adjustment for dilution.

ments in Money Management Funds (MMFs) with an original maturity
of three months or less and which represent a minor risk of fluctua-
tions in value.

3. CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of March 31, 2000, consisted of:

Thousands of
Millions of yen U.S. dollars
CaSN AN TIME AEPOSIES.........ceuierieeerciaeiseiie it tb bbbkt ¥93,913 $884,720
Lease-backed notes receivable 3,000 28,262
Marketable SECUNILIES .......oveevcrrerererrinnne 13,934 131,267
Marketable Securities EXCEPE MIMIFS, BEC. ......c..iuriiiiriieseiiiisseeentesise et (12,522) (117,965)
Total cash and Cash EQUIVAIENTS ...........vuiuiiriiieiiseisei ettt st ¥08,325 $926,284
Important Non-Cash Transactions
Thousands of
Millions of yen U.S. dollars
Convertible bonds:
Increase of common stock by conversion of convertible BONGS ... ¥21,852 $205,860
Increase of additional paid-in capital by conversion of convertible DONGS.............cocvirnnnnnseseis 21,832 205,671
Decrease of convertible boNdS DY CONVEISION ..........ovuiuiiiiriiriirinisisssissisei e sesssssssssssassasssnsssssnen ¥43,684 $411,531
Issuance of Stock for Non-Cash Assets
Assets and liabilities of SEGA.Com, Inc. acquired for the issuance of stock in this financial year are as follows:
Thousands of
Millions of yen U.S. dollars
Current assets ..... ¥8,698 $81,941
Current liabilities 3,444 32,445
4, INVENTORIES
Inventories as of March 31, 1999 and 2000, consisted of:
Thousands of
Millions of yen U.S. dollars
1999 2000 2000
(=T (A T4 T ¥11,237 ¥ 2,984 $ 28,111
o100 [0 TP 24,953 18,020 169,760
Materials................ 15,249 18,907 178,116
Work in process 6,999 892 8,403
SUPPIIES 11ttt ettt ettt £ 8 RER Rttt 3,142 1,795 16,910
¥61,580 ¥42,598 $401,300




5. MARKETABLE AND INVESTMENT SECURITIES

A comparison of the aggregate carrying value and market value of marketable and investment securities as of March 31, 2000, is as follows:

Thousands of
Millions of yen U.S. dollars

Marketable securities included in current assets:
IVATKEE VAIUE ...v.vvcveeviiieeieres ettt s s es b s s s ss s bbb s bbb s bt ettt b sttt b bbb bbbt n st ¥13,918 $131,116
(0 1010 =110 L OO PSPPSR 13,934 131,267
UNTEAIZEA GAIN ..ottt se s s8Rk ¥ (16) $ 151

Investment securities:

TGz | LU= ¥26,935 $253,744
Carrying amount 15,772 148,582
UNFEAIIZEA GAIN .....vvvveveeesceeietetsete ettt ettt ¥11,163 $105,162

Unlisted investment securities of ¥18,605 million ($175,271 thousand) are not included in the above figures.

6. FIXED LEASEHOLD DEPOSITS

The Company conducts amusement center operations on property
leased from lessors on a long-term cancellable basis.

Japanese lessors require large amounts of leasehold deposits rela-
tive to the amount of annual lease rental payments. Such leasehold

deposits do not bear interest and are generally returnable only when
the lease is terminated. Such leasehold deposits are shown in the con-
solidated balance sheets as “Fixed Leasehold Deposits.”

7. LONG-TERM DEBTS

Long-term debts at March 31, 2000, consisted of the following:

Thousands of

Millions of yen U.S. dollars

1.70% UNSECUrEd NOLES AUE 2002 ......cvvieireiriireriiiieretsisesetes e sse s s sesstsssssesssesesstss s satssessesatessssessssssebesssssetasssstasnesasanas ¥ 5,000 $ 47,103

2.00% UNSECUred NOLES AUE 2001 ......ooivevivrieiieiiieieis et esresssessebssse bt st seb st ese b s et et et e s et et ssses et s et et s snsebas s sebassnnseranas 10,000 94,206

2.15% UNSECUrE NOES QUE 2001 .......eveeieieceieeecectete ettt ettt ettt sttt sttt se st et st st st st st st st st st st st st st st st st st st st st st et ss st e e s 10,000 94,206

2.27% UNSECUrEA NOLES QUE 2002 .......cevveieieeeiietciciere et b ettt sttt sttt sttt sttt st st st st st st bt st st st st st st st bttt st st et ss sttt ns 5,000 47,103

0.55% convertible DONAS AUE 2000 ..........c.vieeiiiieriiiieiesiseeesteteessestseessssesssss st ssesssssesetessesesstessessessssbessssssetstsssesassssnsesenss 88,452 833,274

Zero-coupon convertible BoNds dUE 2003..........c..cuiiiiiiiiisiieeieeies s 14,390 135,563

0.40% convertible DONAS AUE 2006 ............cveereiiriiiririisiiersiessereessssessssessse s sssssessessssssesssssessessssssssessssssesassssssassssssesnss 16,016 150,881
Unsecured loans, from banks:

Due 2000 to 2005 with average interest of 2.7% PEr aNNUM ...........ccuririurieriereuneeseeeeeeeesesssesssessssessessesseseesssessees 33,249 313,227

182,107 1,715,563

LeSS POrtion dUE WIthiN ONE YEAK..........euuiuieiieiierieriesiesiesestsetetsetessessessessesssss st s bbb bbb s st es b st bbb b ebsensentenes 88,929 837,767

¥ 93,178 $ 877,796

The 0.55% convertible bonds due 2000 were issued on June 24,
1994, in the principal amount of ¥100,000 million. The bonds are con-
vertible into shares of common stock of SEGA at the current conver-
sion price of ¥7,726.10 per share.

The zero-coupon convertible bonds due 2003 were issued on
February 17, 1999, in the principal amount of ¥50,000 million. The

bonds are convertible into shares of common stock of SEGA at the
current conversion price of ¥2,285 per share.

The 0.40% convertible bonds due 2006 were issued on February 17,
1999, in the principal amount of ¥30,000 million. The bonds are con-
vertible into shares of common stock of SEGA at the current conver-
sion price of ¥2,285 per share.




8. INCOME TAXES

The Company is subject to a number of different income taxes which,
in the aggregate, indicate a statutory tax rate in Japan of approximate-
ly 51.4 percent for the year ended March 31, 1998, approximately 47.7
percent for the year ended March 31, 1999, and approximately 42.1
percent for the year ended March 31, 2000. Due to the changes in
Japanese income tax regulations, the normal statutory tax rate in
Japan was reduced to approximately 47.7 percent for the year begin-

ning on April 1, 1998, and was further reduced to approximately 42.1
percent for the year beginning on April 1, 1999. The respective revised
tax rates were used in the measurement of deferred tax assets and lia-
bilities at March 31, 1999 and 2000.

The significant components of deferred tax assets and liabilities at
March 31, 2000, were as follows:

Thousands of
Millions of yen U.S. dollars
Deferred tax assets:

LOSS CAMTYTONWAITS ... cvocvvvsiscisciseisssssss st s a8t bbbt ¥46,707 $440,009
Excess over the limit of allowance for doubtfUl ACCOUNTS.........cvveviviieiereieiere bbb esns 22,724 214,074
8,550 80,546
3,961 37,315
7,932 74,725
Gross deferred tax assets 89,874 846,669
Less: Valuation allowance (89,110) (839,472
TOLAl AEFEITEA TAX ASSELS ..vvvuiviiiiririsieiireses et b bbb s bbbt s b s s bbb bbb st bbbt n bbbt et 764 7,197

Deferred tax liabilities:
Unrealized gain on securities of subsidiaries in the United States 4,919 46,340
SPECial rESEIVE fOr tAX PUMPOSES ...vuvvuivuiisiesirsiisiisissassssssssessessessessessassessassassssssessessessassessassanssssassssssessessassessansansnssnsanes 110 1,036
GroSS AEFEITEA TAX ADIIITIES. ......c.iviviiiicriecee ettt bbb s b a e e seb e bbb esnbabas 5,029 47,376
INEE AEFEITEU [TADIITTIES .......veeeeeeeeeeee ettt sttt s et ee st se e et et e ses et ensesst et e seeatnseseeatsnsesetensesessesnsesessneeras ¥ 4,265 $ 40,179

9. RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses included in selling, general and administrative expenses approximated ¥30,631 million for the year ended

March 31, 2000.

10. GAIN ON SALES OF INVESTMENT SECURITIES

Deemed gain on sales of SEGA.Com, Inc. securities by allocating new shares to third parties is included in the gain on sales of investment securities.

11. GAIN ON SALE OF NETWORK DEPARTMENT

This sale was made to ISAO Corporation which is a related company to which the equity method was applied.

12. PROVISION FOR DOUBTFUL ACCOUNTS

Provision for doubtful accounts consisted of ¥3,118 million for the long-term loans receivable from SEGA Gaming Technology, Inc. and Data East

Corporation.

13. RESERVE FOR GUARANTEED OBLIGATION

The guaranteed obligation is for the bank loans payable by SEGA Gaming Technology, Inc.




14, FINANCE LEASES

Lease rental expense on finance lease contracts without ownership transfer during the years ended March 31, 1999 and 2000, is summarized as follows.
Pro forma amounts relevant to acquisition cost, accumulated depreciation and book value of leased properties as of March 31, 1999 and 2000,

are summarized as follows:

Thousands of
Millions of yen U.S. dollars
1999 2000 2000
Amusement machines:
ACQUISITION COST...v.vvurverteriaeeseiseisetsesiessessessesssssesssesessessessesses st st st ss bbb es s st es b st en b st s bbb b eb st en st st entans ¥1,968 ¥ 935 $ 8,808
Accumulated depreciation (1,530) 690 6,500
BOOK VAIUE ... .vocvivicvieiees ettt bbbt b bbb bbb bbb bbb bbbttt ¥ 438 ¥ 245 $ 2,308
Buildings:
ACQUISTEION COSE.....eorveeeeaeeseieeiseise ittt see bbbkttt ¥?2,542 ¥2,295 $21,620
ACCUMUIALEA AEPIECIALION «......veveieieieiiieetsetet bbb bbbt (1,033) 1,089 10,259
2010 U= TP ¥1,509 ¥1,206 $11,361
Other:
ACQUISITION COST...v.vvurvereeriaerseisetsessessessessessessesssssessessessessessess st st st st bbb sesses st st es st s b bbb eb s en st st ensans ¥6,021 ¥9,179 $86,472
ACCUMUIALEA AEPTECIALION ....vuvvveriieieieiesesetetetsee bbb b bbb bbb bbb n st st (2,584) 4,953 46,660
BOOK VAIUE ... .vocvivicvieiees ettt bbbt b bbb bbb bbb bbb bbbttt ¥3,437 ¥4,226 $39,812
The amounts of outstanding future lease payments for finance leases without ownership transfer at March 31, 1999 and 2000, including the
interest, are summarized as follows:
Thousands of
Millions of yen U.S. dollars
1999 2000 2000
Future lease payments:
WILHIN ONME YBAI ....evvveierieiisseiesee ettt n st ¥?2 461 $23,184
More than one year 3,345 31,512
¥5,623 ¥5,806 $54,696

Lease payments and the calculated amounts relevant to depreciation and interest expense for the leased properties for the years ended March

31, 1999 and 2000, are summarized as follows:

Thousands of
Millions of yen U.S. dollars
1999 2000 2000
LBASE PAYMENES . .....eueeieerscteseistieiset stttk ¥2,960 ¥3,469 $32,680
DIBPIBCIATION ...ttt 2,613 3,179 29,948
INEETEST EXPEINSE .vuvvvuiversititsetsetssseeesessebsbss st seb s es b s s bbb bbb bbb n bR 306 259 2,440
The amounts of outstanding future lease payments for non-cancellable operating leases at March 31, 1999 and 2000, are summarized as
follows:
Thousands of
Millions of yen U.S. dollars
1999 2000 2000
Future lease payments:
Within one year...... . ¥ 657 ¥ 1213 $ 11,427
More than one year 4,318 9,722 91,587
¥4,975 ¥10,935 $103,015




15. COMMITMENTS AND CONTINGENCIES

SEGA was contingently liable for obligations of others as of March 31, 1999 and 2000, as follows:

Thousands of

Millions of yen U.S. dollars

1999 2000 2000

INOTE BNAOISEA ...tttk ¥147 ¥ 2 $ 19
Guarantee of obligations to banks for:

Atlus Dream EntertainmeNt C0., LEA. .....ooeeeeirieeeeeece ettt sttt sttt sttt st et st st et sttt st st es st st s se st s st s s seanes 271 119 1,121

TRILOGY Corporation . 60 60 565

TOWA JAPAN CO., LTD. ©.eeueeueereereseseesseeseesesssessassssassessasssasssesssssssssasssessasssesssessasssesssesssessassssssnssanssesssssssssossss 262 — —

LiNQUAPNONE JAPAN, LEG. ...vuieeeieeireieiieiieiset ettt bbb — 100 942

Other guarantee or commitment for:

SEGA LEBASE C0., LU voviuiveiiiieiciiceetct ettt sttt b bbbttt s et s e bt ss ettt en s bt en bt s s bt 197 233 2,195

SEGA GAME WOTKS L.L.C. oottt — 542 5,106

¥937 ¥1,056 $9,948

Lease rental income on finance lease contracts without ownership transfer during the year ended March 31, 2000, is summarized as follows.

Acquisition cost, accumulated depreciation and book value of leased properties as of March 31, 2000, are summarized as follows:

Thousands of
Millions of yen U.S. dollars

Amusement machines:
ACGUISTTION COSE...v.vvurvvresrsaeesesesesssesssesssssessssssesssesssessesssasssessssssanssesssessenssesssessssssasssesssessanssesssessnssanssnsssnssanssesssnssanssns ¥115 $1,083
Accumulated depreciation (46) 433
BOOK VAIUE ..ottt ettt es s b s es s bbb st b s bbb s bbbt R bbbt n bbbt e ¥ 69 $ 650

Other:

ACGUISTTION COSE.....vvuveeesesseesetsesesessseesssssesssesseess s see s s ess st s stk ¥873 $8,224
ACCUMUIALEA AEPIECIATION ...v.vverveiveiveiiscrieisesiesiessessesssss bbb bbbt essess bbb eb bbb s s s bbb bbb bbb en bbbt (655) 6,170
200 LTz | UL ¥218 $2,054

The amounts of outstanding future lease payments for finance leases without ownership transfer due at March 31, 2000, including the interest,

are summarized as follows:

Thousands of
Millions of yen U.S. dollars

Future lease receipts:
WWVIERIN ONE YBAT ......viviiiiieiie sttt bbbttt bbbttt bbb bbbttt ¥231 $2,176
IMIOTE AN ONE YEAT........vrieeeriisise etk 80 753
¥311 $2,929

Lease receipts and the calculated amounts relevant to depreciation and interest income for the leased properties for the year ended March 31,

2000, are summarized as follows:

Thousands of
Millions of yen U.S. dollars
T TTC N (=Tl (OSSPSR ¥260 $2,449
Depreciation....... 245 2,308
Interest income 14 131

The amount of outstanding future lease receipts for non-cancellable operating leases at March 31, 2000, is summarized as follows:
Thousands of
Millions of yen U.S. dollars

Future lease receipts:

WIERIN ONME YBAT ..ottt bbbt ¥354 $3,335
More than one year 254 2,393
¥608 $5,728




16. SEGMENT INFORMATION

(1) Business Segment Information

The Company operates principally in the following business segments:

consumer product sales, amusement center operations and amuse-
ment machine sales.

Details of each segment of business are as follows:
Consumer product sales: Manufacturing and selling home video
games, toys and educational equipment, etc.

Amusement center operations: Operating amusement centers
Amusement machine sales: Manufacturing and selling arcade video
games, medal games, prize games, vending machines, change
machines, IC boards and karaoke machines

Sales of the Company for the years ended March 31, 1998, 1999 and
2000, classified by business segment, are summarized as follows:

Millions of yen
Year ended March 31, 1998
Business segments

Consumer Amusement Amusement Eliminations
product sales center operations machine sales [corporate Total
Sales to outside customers...... ¥114,457 ¥ 94521 ¥122,627 ¥ — | ¥331,605
Intersegment sales/transfers — — 1,322 (1,322) —
TOAL SAIES ..ot 114,457 94,521 123,949 (1,322) 331,605
Cost of sales and operating eXPENSES .........c.cuevrerererrerinrineineisesererseneenes 146,585 84,271 116,049 (1,333) 345,572
Operating income (loss) ¥(32,128) ¥ 10,250 ¥ 7,900 ¥ 11 | ¥(13967)
AASSBES 1.ttt bbbt ¥ 65,753 ¥117,523 ¥ 91,979 ¥93,708 | ¥368,963
DEPIECIATION ....vvvevevivierieiierieseese sttt ettt 2,486 19,239 1,564 47 23,336
Capital EXPENGITUIES ........cuurerereeieiieiieeieeisise ettt 2,731 25,005 2,248 2,100 32,084

After 1999, in accordance with the amendment of the Consolidated Financial Statement Regulation, the amortization of goodwill acquired was
included in selling, general and administrative expenses, which was formerly presented as a deduction of loss before income taxes. As mentioned

in Note 2 (12), these amounts have been reclassified.

Millions of yen
Year ended March 31, 1999
Business segments

Consumer Amusement Amusement Eliminations
product sales center operations machine sales [corporate Total
Sales t0 OULSIAE CUSTOMETS.......cvvveieeiiiecieiceeeeies bbb ¥ 84,694 ¥93,128 ¥88,372 | ¥ — | ¥266,194
Intersegment SAleS/LrANSTErS. ... — — 1,018 (1,018) —
TOAL SAIES ..ot 84,694 93,128 89,390 (1,018 266,194
Cost of sales and operating eXPENSES .........c.cuerererrerrerinrineineeseserenseneenes 95,174 87,922 81,866 (856) 264,106
Operating iNCOME (I0SS).....c.cvurereereereriersreessesseressessssesssesenssesssesssnsseseens ¥(10,480) ¥ 5,206 ¥ 7524 | ¥ (162) | ¥ 2,088
AASSBES 1.ttt bbb ¥ 86,506 ¥94,662 ¥79,579 | ¥164,867 | ¥425,614
DEPIECIATION ....vovevevevierieiierieseese sttt bbbttt 2,725 21,904 1,521 9 26,141
Capital EXPENGITUIES ........vveeereireeieiieieiieeiesies ettt 5,986 21,016 1,042 349 28,393

Due to changes in depreciation and disclosure for the amortization of goodwill, the following effects were incurred in each business segment:
Amusement machine sales: Operating income decreased by ¥14 million ($116 thousand), assets decreased by ¥14 million ($116 thousand) and depreciation increased by ¥16 million

($133 thousand).

Consumer product sales: Operating loss increased by ¥44 million ($364 thousand), assets decreased by ¥44 million ($365 thousand) and depreciation increased by ¥46 million

($382 thousand).

Amusement center operations: Operating income decreased by ¥37 million ($306 thousand), assets decreased by ¥37 million ($307 thousand) and depreciation increased by ¥38 million

($315 thousand).




Millions of yen

Year ended March 31, 2000

Business segments

Consumer Amusement Amusement Eliminations

product sales center operations machine sales /corporate Total

Sales t0 QULSIAE CUSTOMES.......cocvevirirreiirererseresessssesssessesesssessssessesesns ¥186,189 ¥79,212 ¥73,654 | ¥ — | ¥339,055
Intersegment SAlES/ArANSTErS ... s — — 265 (265) —
TOAL SAIES ....vvvvviiiier et e 186,189 79,212 73,919 (265) 339,055
Cost of sales and operating EXPENSES ........c..cuwuiereereeerererieesersssesseseesenns 229,221 74,610 76,583 (1,005) 379,409
Operating iNCOME (10SS).......uvervrrerrrrsresresseesessessseesssesnssesssssessssesseeasesenens ¥(43,032) ¥ 4,602 ¥(2,664) | ¥ 740 | ¥(40,354)
ASSBES .ottt ¥131,834 ¥81,812 ¥49,864 | ¥111,829 | ¥375,341
DEPIECIALION 1..voveveisiseieissesssssss s nes 4,222 17,295 2,267 (215) 23,569
Capital EXPENAITUIES .......ovviereiirerieieiereress st et nsensnees 9,947 15,168 2,094 300 27,510
Thousands of U.S. dollars

Year ended March 31, 2000

Business segments

Consumer Amusement Amusement Eliminations

product sales center operations machine sales /corporate Total

Sales t0 QULSIAE CUSLOMETS.......cccveeieeriieeeieieeeieseserssss s s besseesesans $1,754,018 $746,227 $693,867 | $ — | $3,194,112
Intersegment SaleS/tranSfers.........coovrirneneneneiee e — — 2,496 (2,496) —
Total SAlES ......ovvvveeeieieesessiseine 1,754,018 746,227 696,363 (2,496) 3,194,112
Cost of sales and operating EXPENSES ........c.cuverrrererererersersessessensnnns 2,159,407 702,873 721,460 (9,468) | 3,574,272
Operating iNCOME (10SS).......urerueererrerrreresresenssesssessensssessessesssesssssssnesns $ (405,389) $ 43,354 $(25097)| $ 6972 | $ (380,160)
ASSEES .....cvveictetsrete et $1,241,964 $770,726 $469,754 | $1,053,505 | $3,535,949
DEPIECIALION ..ottt 39,774 162,929 21,357 (2,025) 222,035
Capital EXPENAITUIES .......cceveierreeieieieieieeieee ettt 93,710 142,895 19,729 2,828 259,162

Due to changes in accounting for research & development costs as mentioned in Note 2 (10), the following effects were incurred in each business segment:

Consumer product sales: Operating loss increased by ¥1,215 million ($11,446 thousand).
Amusement machine sales: Operating loss increased by ¥939 million ($8,846 thousand).

(2) Geographical Segment Information

Sales of the Company for the years ended March 31, 1998, 1999 and 2000, classified by geographical segment, are summarized as follows:

Millions of yen

Year ended March 31, 1998

North Consolidated
Japan America Europe Other Total Eliminations total

Net sales to:
OULSIE CUSTOMETS......uevveirerericrireiesssresssesrenesssesanes ¥265,728 ¥25163 | ¥38,582 | ¥2,132 | ¥331,605 ¥ — ¥331,605
Intersegment sales/transfers........cc.covveverrerierierinns 25,610 3,213 1,083 — (29,906) (29,906) —
291,338 28,376 39,665 2,132 351,511 (29,906) 331,605
Cost of sales and operating eXpenses ...........ccoceveeeennenn. 277,936 49,487 41,210 2,988 371,621 (26,049 345,572
Operating iNCOME (10SS).......vvuevreererrerinireiseesseeeneereees ¥ 13,402 ¥21,111 | ¥(1545)| ¥ (856) | ¥(10,110) | ¥(3,857)| ¥(13,967)
ASSEES ...ttt bbb aes ¥270,111 ¥13,016 | ¥23,651 | ¥6,746 | ¥313,524 ¥55439 ¥368,963

After 1999, in accordance with the amendment of the Consolidated Financial Statement Regulation, the amortization of goodwill was included in
selling, general and administrative expenses. It was presented as a deduction of loss before income taxes in prior years. As mentioned in Note 2

(12), these amounts have been reclassified.




Millions of yen

Year ended March 31, 1999

North Consolidated
Japan America Europe Other Total Eliminations total
Net sales to:
OULSIAE CUSTOMETS........ovcveericirereiieere s seeenns ¥209,528 ¥21,604 | ¥33563 | ¥1,499 | ¥266,194 | ¥ — ¥266,194
Intersegment sales/transfers........c..cccvevererieireinnens 19,212 3,616 1,245 — 24,073 (24,073) =
228,740 25,220 34,808 1,499 290,267 (24,073) 266,194
Cost of sales and operating eXpenses ............cc.ccereneenes 226,827 22,083 38,293 2,692 289,895 (25,789) 264,106
Operating iNCOME (0SS).......cvrevrevrerereiseerinirereserisneseseens ¥ 1913 ¥ 3137 | ¥(3485)| ¥1193)| ¥ 372 | ¥ 1716 ¥ 2,088
ASSEES ..t ¥265,707 ¥16,854 | ¥22,144 | ¥ 696 | ¥305401 | ¥120,213 ¥425,614
Due to changes in depreciation and disclosure for amortization of goodwill, the following effects were incurred in each business segment:
Japan: Operating income decreased by ¥95 million ($788 thousand) and assets decreased by ¥95 million ($788 thousand).
Europe: Operating loss increased by ¥287 million ($2,381 thousand).
Other: Operating loss increased by ¥156 million ($1,294 thousand).
Millions of yen
Year ended March 31, 2000
North Consolidated
Japan America Europe Other Total Eliminations total
Net sales to:
OULSIAE CUSTOMETS ..o ¥211,803 | ¥79,016 | ¥48,059 ¥ 177 | ¥339,055 | ¥ — ¥339,055
Intersegment sales/transfers...........coocvevvrinininien. 92,537 4,552 1,480 — 98,569 (98,569) —
304,340 83,568 49,539 177 437,624 (98,569) 339,055
Cost of sales and operating eXpenses..........ocevevrevrns 340,089 86,288 52,672 1,133 480,182 (100,773) 379,409
OPEIAtNG 0SS ..o ¥(35,749) | ¥(2719)| ¥(3133)| ¥ (956) | ¥(42558)| ¥ 2204 | ¥(40,354)
ASSEES ..ot ¥228,696 | ¥52,564 | ¥25,787 ¥ 276 | ¥307,325 | ¥ 68,015 ¥375,341
Thousands of U.S. dollars
Year ended March 31, 2000
North Consolidated
Japan America Europe Other Total Eliminations total
Net sales to:
OULSIAE CUSEOMETS ... $1,995,318 | $744,381 | $452,746 | $ 1,667 | $3,194,112 | $ — | $3,194,112
Intersegment sales/transfers............ccccoveunen. 871,757 42,883 13,943 928,582 (928,582) —
2,867,074 787,264 466,689 1,667 4,122,694 (928,582) 3,194,112
Cost of sales and operating €Xpenses................ 3,203,853 812,887 496,203 10,674 4,523,617 (949,345) 3,574,272
OPEIAtNG 0SS ......coooerereessee oo $ (336,779) | $(25,623) | $(29,514)| $(9,007)| $ (400,923) | $ 20,763 | $ (380,160)
ASSELS. ... $2,154,461 | $495186 | $242,930 | $ 2,600 | $2,895195 | $640,744 | $3,535,949
The changes in accounting for research & development costs as mentioned in Note 2 (10), had the following effects in each business segment:
Japan: Operating loss increased by ¥2,154 million ($20,292 thousand).
(3) Overseas Sales Information
Overseas sales of the Company for the years ended March 31, 1998, 1999 and 2000, are summarized as follows:
Millions of yen
Year ended March 31, 1998
North America Europe Other Total
OVEISEAS SAIES ...vvevvuerseisesetiesssetseess etk ¥31,055 | ¥39,108 | ¥21422 | ¥ 91585
CONSONAALEA NEL SAIES......vvuveiierieireierie it 331,605
Ratio of overseas sales to consolidated SAIES ..o s 9.4% 11.8% 6.4% 27.6%




Millions of yen

Year ended March 31, 1999

North America Europe Other Total
OVEISEAS SAIBS .....v.vevicviiiieeeisieee s tesebe st se bt sb bbbt st et es et et st e s et st et et es s et et s bbb e st et an st nas ¥24,034 | ¥33,828 | ¥13)583 | ¥ 71,445
CONSOlIAALEA NEE SAIES........coeeieecesece ettt ettt s bbbt e bbb e b s bt ebsbebabebabessbasasatanas 266,194

Ratio of overseas sales to consolidated Sales ..........ccveveirveerereeriersennns

9.0% 12.7% 5.1% 26.8%

Millions of yen

Year ended March 31, 2000

North America Europe Other Total

OVEISEAS SAIBS .......vevicviveieeeeetceeeteiesste st es bt se b ss st s s s et s et et et es et et st et et esseb et s et e b s e sebeb s st anas ¥84,032 | ¥49,441 | ¥12,048 | ¥145,521
CONSOlIAALEA NET SAIES........ooeeieieeseet ettt ettt er e s bbbt e b s bt e s s s e b essb et e s et et ssebesasatanas 339,055
Ratio of overseas sales to COnSOldAted SAIES .........cccerriiiesierieesenees e eses s 24.8% 14.6% 3.6% 43.0%

Thousands of U.S. dollars

Year ended March 31, 2000

North America Europe Other Total
OVEISEAS SAIES ...ttt et ee et etee st s s e st et e et ssse st st sn s e st et s s ee et s s ee et ene et ee et s eet et enestessnneans $791,635 | $465,765 | $113,500 | $1,370,900
CONSOlIAALEA NEL SAIES .....c.oveieieieeiecccee bbbttt sttt sttt sttt st n et s 3,194,112
Ratio of overseas sales to consSolidated SAIES .........ccvvivirrieiereniese e 24.8% 14.6% 3.6% 43.0%

17. STOCK OPTION PLAN

(1) At the General Meeting of Shareholders held on June 26, 1998, the
shareholders of SEGA approved a stock option plan for certain direc-
tors and employees. Under the plan, options for 70,000 shares and
221,000 shares of common stock of SEGA were granted to 5 directors
and 118 employees, respectively, at March 31, 2000. All options are
exercisable at an exercise price of ¥2,835 from July 1, 1999, through
June 30, 2002. The exercise price will be subject to adjustments if
there are stock splits or additional shares issued for less than the
ongoing market price.

(2) At the General Meeting of Shareholders held on June 29, 1999, the
shareholders of SEGA approved a stock option plan for certain direc-
tors and employees. Under the plan, options for 97,000 shares and
227,100 shares of common stock of SEGA were granted to 7 directors
and 246 employees, respectively, at March 31, 2000. All options are
exercisable at an exercise price of ¥2,096 from July 1, 1999, through

June 30, 2002. The exercise price will be subject to adjustments if
there are stock splits or additional shares issued for less than the
ongoing market price.

(3) In addition, at the General Meeting of Shareholders held on June
29, 2000, the shareholders of SEGA approved another stock option
plan for certain directors and employees. Under the plan, options for
152,000 shares and 539,500 shares of common stock of SEGA would
be granted to 11 directors and 325 employees, respectively. These
new options to be granted will be exercisable at an exercise price of
105% of the average market price for the month immediately preced-
ing the date of grant over a period from July 31, 2000, through June
30, 2002. The exercise price will be subject to adjustments if there
are stock splits or additional shares issued for less than the ongoing
market price.

18. SUBSEQUENT EVENT

SEGA issued 36,000 thousand shares of common stock to related par-
ties (Isao Okawa, representative director, chairman and president, and
CSK Corporation, a shareholder of SEGA) and received ¥101,376 mil-
lion of paid-in capital on April 3, 2000, (¥50,688 million for common
stock, ¥50,688 million for additional paid-in capital) with the result

that the number of shares issued was 158,495,720 shares, the balance
of common stock was ¥114,837 million and the balance of additional
paid-in capital was ¥114,362 million. As a result, CSK’s ratio of share-
holding was increased from 17.3% to 24.7%.




REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON THE
CONSOLIDATED FINANCIAL STATEMENTS

To: The Board of Directors of
SEGA Enterprises, Ltd.

We have audited the accompanying consolidated balance sheets of SEGA Enterprises, Ltd. and its consolidated subsidiaries as of
March 31, 1999 and 2000, and the related consolidated statements of operations and shareholders’ equity for each of the three
years in the period ended March 31, 2000, and the consolidated statement of cash flows for the year ended March 31, 2000, 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 consolidated financial statements referred to above present fairly the consolidated financial position of SEGA
Enterprises, Ltd. and its consolidated subsidiaries at March 31, 1999 and 2000, and the consolidated results of their operations for
each of the three years in the period ended March 31, 2000, and their cash flows for the year ended March 31, 2000, in conformity
with accounting principles and practices generally accepted in Japan (see Note 1) applied on a consistent basis except for the

following paragraph.

As described in Note 2, effective for the year ended March 31, 2000, SEGA Enterprises, Ltd. and its consolidated subsidiaries
have adopted new Japanese accounting standards for the preparation of consolidated financial statements and research and

development costs.

The amounts expressed in U.S. dollars, provided solely for the convenience of the reader, have been translated on the basis set forth

in Note 1 to the accompanying consolidated financial statements.

June 29, 2000
Tokyo, Japan

CA,_,A;;««, Ll W

ChuoAoyama Audit Corporation

Independent Certified Public Accountants



NON-CONSOLIDATED STATEMENTS OF OPERATIONS

SEGA Enterprises, Ltd.

For the years ended March 31, 1998, 1999 and 2000

Thousands of
Millions of yen U.S. dollars
1998 1999 2000 2000
NEE SAIES ... ¥271,475 ¥214,546 ¥272,585 $2,567,922
COSE OF SAIES ..ot 216,596 170,594 258,088 2,431,352
GrOSS PIOFIT...veorerreesrerrrereseseeesees ettt ens s ees st st 54,879 43,952 14,497 136,570
Selling, General and Administrative EXPENSES ..........corereureereieieieiinsinsensens 41,172 41,871 49,022 461,818
Operating (I0SS) INCOME.........ceuiiriiiiieirisissiseiseieie et ensnes 13,707 2,081 (34,525) (325,248)
Other Income (Expenses):
Interest and divIdeNd INCOME ..........vuevrnierririerierieie et 1,313 1,604 1,315 12,388
INEEIEST EXPENSE .. .v.vvvvereaciseiseiseises et es s sttt s bbb s st en s (651) (879) (1,803) (16,985)
Loss on write-down or disposal of INVENLOES..........cceveverevieiseseeeenesenienns — (11,495) (1,745) (16,439)
Loss on sale or disposal of property and eqUIPMENt ..........ccoevrevererrerierienerenenns (380) (1,085) (2,377) (12,973)
Loss on valuation of iNVeStMENt SECUMLIES. .........ceverererersrseseeie e enesienines (4,295) (1,291) (553) (5,210)
Loss on valuation of investments in subsidiaries and affiliates..............cc.cc.cevvee. (739) (750) (1,242) (11,691)
Loss on valuation of cash trust for iNVESEMENTS ..........ccceevereereveienienienienenienns (3,992 (1,330) — —
Gain on sales of INVEStMENTt SECUMLIES ........vvrirerririnieeirseeseieriereseesee e 510 — 7,785 73,340
Gain on sale of Network departMent ............cccceeieiiriisisnesese e — — 4,700 44,277
Loss on sale or disposal of operations in subsidiaries and affiliates..................... (2,780) — — —
Loss on dissolution 0f @ SUBSIIArY ............cceveueueieiiienienessssssee e esenenes — (5,014) — —
Net (loss) gain on foreign EXChANGE ........ccvvvviuiveiereiesiesesssssse s 1,155 (529) (1,596) (15,035)
Additional benefits for retirees — — (2,016) (18,992)
Provision for doubtful accounts (40,343) (7,139) (4,272) (40,245)
Loss on reserve for guaranteed obligation ........... — (5,485) (1,589) (14,969)
Amortization of discounts on bonds............c..c...... (687) (686)
Amortization of bond and note issue expenses.... (263) (723) (733) (6,905)
(01T 80 T OO 2,309 (416) 1,201 11,314
TOtAl OLNET EXPENSES .....vvovvviesiseiseeserie i (48,843) (35,218) (1,924) (18,125)
LOSS DEFOre INCOME TAXES. ......vuieeeiecieieiceee s (35,136) (33,137) (36,449) (343,373)
INCOME TAXES ...vvivieiicteiii sttt bbb b s bbb e bbbt be e b bebesaebabenens 8,164 246 350 3,297
Net loss ¥(33,383) | ¥(36,799) $ (346,670)
Yen U.S. dollars
1998 1999 2000 2000
Per Share:
NEE IOSS—DASIC .....vvvvvreercerireireeeeie ettt ¥(430.3) ¥(331.1) ¥(335.2) $(3.15)
Cash dividends 38.0 39.0 — —
Weighted average number of shares (thousands)............ceeueierereriererieiereseniens 100,633 100,833 109,793




NON-CONSOLIDATED BALANCE SHEETS

SEGA Enterprises, Ltd.
March 31, 1999 and 2000

Thousands of
Millions of yen U.S. dollars
ASSETS 1999 2000 2000
Current Assets:
Cash and tiMe AEPOSILS .......vuvrrriiiiiieieies et ettt b s s s en bttt ¥101,496 ¥ 71,198 $ 670,729
Notes and acCoUNtS FECEIVADIE ............cviviiiriieiersiee bbb b sns 31,948 48,157 453,669
MATKETADIE SECUNLIES. ....vuevvvevireiierieres et es st b bbb es s bbbt s st s bbbt tns 301 101 951
Lease-hacked NOLES IECEIVADIE .........cvcvivereiiierie e b e 20,500 3,000 28,262
INVENEOMIES 11vvivviveeierste s ses e e s s s s bbb s bbbt bbb bbb s bbbt s bbbt n bbbt s 46,542 29,645 279,275
PrEPAIC BXPENSES. .v.vvivuvitiesiesiesiesistsseesses bbbt st bbb bbb bt s bbb bbb bt n st en st 14,612 5,020 47,292
Other current assets.... . 18,634 21,096 198,738
Less allowance for doUBLFUl ACCOUNTS...........c..eveiieriniiriiiiieieses et (25) (59) (556)
TOAl CUITENT ASSBES ...ttt sttt sttt ettt ettt et et et se s s e s e en s s s s s s ss e snsssnsnes 234,008 178,158 1,678,360
Investments and Advances:
[NVESTMENES IN SECUITTIES ....v.vveivcveiieere ittt ettt es et b bbb b et ss bt ss s s bt ss bt es e sner s 60,123 73,452 691,964
LONG-term 10aNS FECEIVADIE .......vvveeririrciieieteies ettt e ettt 4,197 3,781 35,620
OthEI INVESIMENES ©...v.vieiveviiieeteiie ettt sttt b st b et st es s bt ss b bt sn bbb esnb et et sn bt esens 57,828 60,147 566,623
Less allowance for doubtful BCCOUNTS............cveriiiiieieiiiisi i (48,833) (52,858) (497,956)
Total iNVeStMENES aNd AAVANCES ........c.ccuiviiiiiiiciiscsse sttt naeas 73,315 84,522 796,251
Property and Equipment:
Amusement Machings and fACIHIILIES .........ccovvieriieiiee et sa s 70,801 63,136 594,781
50,366 50,266 473,537
20,874 20,018 188,583
142,041 133,420 1,256,901
Less accumulated dePreCiatioN ...........c..c. ittt (89,747) (87,643) (825,652)
52,294 45,777 431,249
0 T3 TP 22,574 22,574 212,661
Total property and EQUIPMENT ...........ocuiueereeeeeeieeieeeseeseeseeseeees e essesb st ens st entsnessines 74,868 68,351 643,910
FiXxed LeasenOld DEPOSILS .......ciuierierieriiiiiiisiisissiseiseeeessesssssssassssssssssssssesssssessassassasssssasssssses 24,170 20,475 192,887
Deferred Charges and Intangible Assets 11,402 11,599 109,270
TOLAI BSSELS 1.vvuvverecvsretsceseseieses ettt ss s b s bbb en s s b sttt s e s s s b st e st n s s aente ¥417,763 ¥363,105 $3,420,678




Thousands of
Millions of yen U.S. dollars
LIABILITIES AND SHAREHOLDERS' EQUITY 1999 2000 2000
Current Liabilities:
SNOIE-LEIM DANK T0BNS .....vvvviriiii bbb ¥ — ¥ 5,000 $ 47,103
Current portion Of [0NG-teNM AEDT .........cvueiviiiicieieie et 29,371 — —
Current portion of CONVErtIDIE BONGS.........c.cvuiviiiieieieiesisse s — 88,452 833,274
Notes and accounts payable:
THAOE ...tk 46,171 44,155 415,968
Subsidiaries and AffilIAES..........vuurireeiiiis et 880 7,506 70,711
3,626 1,698 15,996
50,677 146,811 1,383,052
ACCTUBH EXPEINSES ... vvvrerereseeseseesesseeeeesessessessessessess st st et eee b e e s e s ettt en st 12,619 16,713 157,447
INCOME TAXES PAYADIE ... 85 302 2,845
Reserve for guaranteed ODIGALION............ccieeeriiiiii e 5,485 1,590 14,979
Other current liabilities 1,944 2,549 24,013
Total CUrreNt HADIITLIES .........cvuieriieerieiee b 100,181 167,965 1,582,336
Long-Term Liabilities:
LONG-TEIM DL ... 216,265 87,406 823,420
Accrued employees’ retirement DENEILS ..o s 556 518 4,380
Accrued retirement benefits for directors and corporate auditors ..........cooevrevereeerinersienneneens 125 42 396
Other 1ong-term lIADIILIES .........cvevierieieiiiriiieieiiee bbb — 1,650 15,544
Total [ong-term HaDIlILIES ..o 216,946 89,616 844,240
Commitments and Contingent Liabilities
Shareholders’ Equity:
Common stock, par value ¥50 per share:
Authorized—200,000,000 shares at March 31, 1999 and 2000
Issued—103,219,703 shares and 122,495,720 shares
at March 31, 1999 and 2000, rESPECLIVEIY .........curiurierierieriereireieieieiiesiese s see e nsessesens 42,109 64,149 604,324
Additional PaId-IN CAPITAL .........c.eveeierieriereireieieieiee ettt 41,653 63,674 589,849
LEOAI TESEIVE ...t 2,770 3,008 28,337
VOIUNTAIY FESEIVES .....vrererereesetseeieeeeeeseeseese sttt ettt ettt 45,892 7,892 74,348
SPECIAl tAX-PUIPOSE TESEIVES ......uvuureuierrerceetsetseiseesessessessesssessesesessessessessess st esa st ses e bsessensensessessans 291 162 1,526
ACCUMUIALEA AEFICHE. ... ...ttt (32,079 (33,361) (314,282)
Total SharehOIErS’ BUUITY ........cvviviicirciiiiiiisssss st 100,636 105,524 994,102
Total liabilities and ShareNOIdErs’ EQUILY .........c.errrrreieirieeieriseeseiseesersesses s ¥417,763 ¥363,105 $3,420,678
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