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Financial Highlights

YKK Corporation and Consolidated Subsidiaries

Years ended 31st March Thousands of
Millions of yen U.S. dollars

2000 1999 2000

Net sales ¥335,816 ¥327,750 $3,168,075
Net income 18,606 11,697 175,528
yen U.S. dollars

Net income per share ¥18,705 ¥19,424 $176.46

Note:U.S. dollar amounts are translated from Japanese yen, for convenience only, at the rate of ¥106=U.S.$1.
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Message from the President

The YKK group has set its sights high for
the new millennium. Our main goal is to

become one of the world's leading companies
by the early 2000's.

To accomplish this, we need to achieve
specific results and establish the management
systems to attain them. Needless to say, we
also intend to make major contributions to
society and develop new technologies that

improve people's lives.

We will also need to reform various systems and firmly establish new ones to
accomplish our goal. Because industries such as construction have not yet fully
recovered from the recent recession, we must establish a strong business foundation
this year in order to pave the way for steady progress in the future.

In fiscal 2000, we cannot expect to see extensive recovery in the construction
market. Nevertheless, we will strive to generate new sales and production ideas
based on the Division System, while also streamlining management to improve our
business efficiency.

Within the Fastening Products Division, we plan to strengthen the Fasteners
Subdivision's global business. To this end, we will make a number of large-scale
investments this year. These include building factories in countries that are near
large markets in North America and Europe, expanding in Asia, especially China,
and building a new factory in Sri Lanka. Concerning the snap fasteners and buttons
business, we intend to establish a dominant position in the Japanese market and
make inroads into Asian markets by assigning a leading role to Scovill Japan Ltd.,
which became a YKK group company last year.



Last year, YKK Corporation and YKK Architectural Products Inc. adopted the
Executive Officers System, while the Fastening Products Division, Machinery and
Engineering Division, and YKK AP Group all adopted the division system.

We will consolidate these systems in fiscal 2000 in order to quickly respond to
customers' needs and clarify the results of each division.

Tadahiro Yoshida M ~ % Z_\/
President AN~ 7/1««

Name of Building: AER (JAPAN)
Stage One (South zone) of the development of the area North of Sendai Station



Consolidated Financial Review

During fiscal 1999, the U.S. economy displayed continued growth, and the European economies enjoyed steady recovery.
In Asia, economic recovery also stayed strong.

Meanwhile, Japan failed to develop clear signs of self-sustainable recovery, although the environment surrounding
private-sector demand continued to improve.

Under such circumstances, the consolidated YKK Group (YKK and its subsidiaries) focused on securing profitability by
further lowering the break-even point and boosting the competitive edge. The Group also strove to increase sales through
active product development and overseas investment, and responded quickly to market needs by maximizing business
specialization based on the newly introduced executive director system. Although the unfavorable exchange rate of the
Japanese yen adversely affected the business results of our consolidated overseas subsidiaries, overall business performance
showed an upswing, thanks to our extensive review of the consolidation scope and the addition of 21 subsidiaries (¥43,876
million (US$424 million) to the Group. Net sales by division were as follows:

Fastening Products Division : ¥172,497 million (US$1,627 million)
Architectural Products Division : ¥154,213 million (US$1,455 million)
Other Divisions : ¥ 9,105 million (US$ 86 million)
Total sales : ¥335,816 million (US$3,168 million)

Total sales increased 2.5% over fiscal 1998's ¥327,750 million (US$2,709 million), which in turn represented a 12.5%
decrease from the previous term.

In terms of divisions, the Fastening Products Division strove to strengthen its technological development capability,
product distribution and supply systems, global marketing system, and information system. The division achieved a large
increase of sales, in part due to notable growth of demand for fashion apparel with fasteners that emerged in Japan during the
latter half of the previous consolidated fiscal year and our prompt response to purchase activities of the world's major
companies in Asia in their global procurement efforts. As a result, total sales of the Fastening Products Division increased
3.9% over the previous term. In the fiscal year under review, Scovill Japan Ltd. (metal button company) and one other
company joined the YKK Group. With these new members, the Group has begun global reorganization of the Snap
Fasteners and Buttons Subdivision and expansion of its business operations mainly in Asia.

The Architectural Products Division continued to face difficult conditions due to intensified price competition in the
domestic market although the overseas markets showed signs of demand recovery. To counteract this trend and strengthen
the business structure, we lowered our break-even point through extensive cost reduction achieved by reviewing production
costs of each product in accordance with the comprehensive business policies covering every stage of production,
distribution and marketing of all products.

The division's Residential Construction Materials Section focused on the expansion of sales of our cost-competitive
mainstay products and also launched new products incorporating new technologies and concepts. However, due to the
strong pressure in the market for price reduction, sales remained about the same as in the previous term. The Commercial
Construction Materials Section strove to increase the sales of products for multi-unit residential buildings in the declining
building construction market, but sales only reflected the unfavorable market conditions. Although we strengthened the
marketing of general formed materials in the consolidated fiscal year under review in an effort to expand business in other
fields such as metals, machinery and transportation, sales decreased 2.1% from the previous term.

As regards other divisions, the Machinery and Engineering Division experienced sluggish sales of construction-related
products such as construction material processing machines and automatic door engines due to harsh conditions in the
domestic construction materials market. Overall, however, sales of other divisions climbed 119.8%, partly due to the
consolid ation of seven companies.

For the Group as a whole, costs of sales decreased to 67.0% of net sales during fiscal 1999, down 1.5% from the previous
year. Selling, general, and administrative expenses were 21.8% of net sales, up 1.2% from the previous term.

Overall, net income increased 59.1% to ¥18,606 million (US$176 million) which included ¥2,096 million (US$20 million)
resulting from the adjustment of the annual corporate tax in accordance with the tax effect accounting applicable from the
consolidated fiscal year under review.

Net income per share decreased to ¥18,705 (US$176.00) from fiscal 1998's ¥19,424 (US$160.53). The dividend per share
was ¥1,800 (US$17.00), or 18% per annum.



Five-Year Summary

YKK Corporation and Consolidated Subsidiaries

Years ended 31st March Millions of yen and thousands of U.S. dollars
except per share figures
2000 1999 1998 1997 1996 2000
For the Fiscal Year:
Net sales ¥335,816 ¥327,750 ¥374,740 ¥354,675 ¥301,808 $3,168,075
Income before income taxes,
minority interests, equity in earnings
and translation adjustments 32,435 27,593 38,409 40,194 24,754 305,991
Income taxes 13,899 14,401 17,488 20,298 12,834 131,123
Net income 18,606 11,697 19,943 19,005 11,510 175,528
Per Share Data:
Net income ¥18,705 ¥19,424 ¥35,613 ¥33,938 ¥20,554 $176.46
Cash dividends 1,800 1,950 1,800 1,800 1,800 16.98
At Year End:
Total assets ¥660,180 ¥637,133 ¥631,469 ¥642,519 ¥601,638 $6,228,113
Shareholders’ equity 340,487 311,009 291,194 272,449 254,385 3,212,142

Notes:

(1) U.S. dollar amounts are translated from Japanese yen, for convenience only, at the rate of ¥106=U.S.$1.
(2) The computation of the above amounts per share has been based on the average number of shares outstanding during each period.
(3) Cash dividends per share represent the cash dividends proposed by the Board of Directors as applicable to the respective period.
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Consolidated Balance Sheets

YKK Corporation and Consolidated Subsidiaries

For the Years ended 31st March, 2000 and 1999 Millions of yen Th;g;lztjjjiz tgg).
ASSETS 2000 1999 2000
Current assets :
Cash and cash equivalents (Note 14) ¥ 58,367 ¥ 82,467 $ 550,632
Time deposits and short-term investments in securities 9,305 13,128 87,783
Notes and accounts receivable :
Trade 39,420 79,274 371,887
Unconsolidated subsidiaries and affiliated companies (Note 12) 47,947 1,863 452,330
Allowance for doubtful accounts (1,258) (1,601) (11,868)
86,109 79,536 812,349
Inventories (Note 3) 70,994 68,727 669,755
Short-term loans receivable (Note 12) 22,457 31,886 211,858
Deferred tax assets (Note 7) 3,688 - 34,792
Other current assets 9,323 8,419 87,953
Total current assets 260,246 284,164 2,455,151
Investments and advances :
Investments in unconsolidated subsidiaries and affiliated companies 7,959 4,437 75,085
Investments in other securities (Notes 4 and 5) 14,701 11,775 138,689
Loans receivable - 38,950 -
Total investments and advances 22,660 55,162 213,774
Property, plant and equipment (Notes 5 and 10) :
Land 67,579 38,747 637,538
Buildings and structures 284,292 243,104 2,682,000
Machinery and equipment 406,834 404,756 3,838,057
Construction in progress 12,328 8,611 116,302
771,033 695,218 7,273,896
Accumulated depreciation (472,718) (435,033) (4,459,604)
Property, plant and equipment, net 298,315 260,187 2,814,292
Other assets :
Deferred tax assets (Note 7) 18,748 - 176,868
Other 21,620 16,691 203,962
Total other assets 40,368 16,691 380,830
Translation adjustments 38,586 20,927 364,019

Total assets ¥660,180 ¥637,133 $6,228,113




Millions of yen

Thousands of U.S.
dollars (Note 2)

LIABILITIES AND SHAREHOLDERS’ EQUITY 2000 1999 2000
Current liabilities :
Short-term borrowings (Note 5) ¥ 47,568 ¥ 51,769 $ 448,755
Current portion of long-term debt (Note 5) 10,789 20,742 101,783
Notes and accounts payable :
Trade 47,801 38,749 450,953
Construction 1,624 2,337 15,321
49,425 41,089 466,274
Employees’ savings deposits 22,778 21,673 214,887
Accrued income taxes (Note 7) 6,665 6,203 62,877
Deferred tax liabilities (Note 7) 18 - 170
Other current liabilities 26,167 27,200 246,858
Total current liabilities 163,414 168,676 1,541,642
Long-term liabilities :
Long-term debt (Note 5) 80,089 96,654 755,557
Liability for severance indemnities (Note 6) 53,289 48,682 502,726
Deferred tax liabilities (Note 7) 3,432 - 32,377
Other long-term liabilities 3,475 3,818 32,783
Total long-term liabilities 140,287 149,156 1,323,462
Minority interests in consolidated subsidiaries 15,990 8,291 150,849
Contingent liabilities (Note 11)
Shareholders’ equity (Note 8) :
Common stock, ¥10,000 par value :
Authorized :
2000 - 4,260,000 shares
1999 - 2,240,000 shares
Issued :

2000 and 1999 - 1,066,746 shares 10,667 10,667 100,632
Additional paid-in capital 4,088 4,088 38,566
Retained earnings (Note 16) 330,939 296,253 3,122,066
Treasury common stock, at cost :

72,000 shares in 2000 (5,207) - (49,123)
Total shareholders’ equity 340,487 311,009 3,212,142
Total liabilities and shareholders’ equity ¥660,180 ¥637,133 $6,228,113

See accompanying notes to consolidated financial statements.




Consolidated Statements of Income and Retained Earnings

YKK Corporation and Consolidated Subsidiaries

Year ended 31st March, 2000 and 1999 Millions of yen Th;)glslztgs(]% tgg)
2000 1999 2000
Sales and other income : Net sales ¥335,816 ¥327,750 $3,168,075
Interest and other 10,343 11,755 97,575
346,159 339,505 3,265,651
Costs and expenses :
Cost of sales (Note 9) 224,870 224,368 2,121,415
Selling, general and administrative expenses (Note 9) 73,132 67,609 689,925
Interest expense 5,792 6,730 54,642
Exchange loss, net 1,359 3,860 12,821
Loss on disposal of property, plant and equipment 3,098 1,461 29,226
Other 5,470 7,879 51,604
313,721 311,911 2,959,632
Income before income taxes and minority interests 32,435 27,593 305,991
Income taxes (Note 7) :
Current 13,899 14,401 131,123
Deferred (2,096) - (19,774)
11,803 14,401 111,349
Income before minority interests 20,632 13,192 194,642
Minority interests in net income of consolidated subsidiaries (2,024) (1,493) (19,094)
Net income 18,606 11,697 175,528
Retained earnings at beginning of year 296,253 285,560 2,794,340
Cumulative effect of adoption of tax-effect accounting 15,553 - 146,726
Increase resulting from revaluation of fixed assets of certain foreign
subsidiaries and other 314 306 2,962
Increase resulting from increase in number of consolidated subsidiaries 189 - 1,783
Increase resulting from increase in number of companies accounted for
by equity method 1,160 - 10,943
Decrease resulting from decrease of the number of consolidated subsidiaries - (141) -
Cash dividends paid (1,013) (1,008) (9,557)
Bonuses paid to directors and corporate auditors (125) (161) (1,179)
Retained earnings at end of year ¥330,939 ¥296,253 $3,122,066

Thousands of U.S.
Millions of yen dollars (Note 2)

Per share of common stock :

Net income : Basic ¥ 18,705 ¥ 19,424 $ 176.46

Diluted - - -
Cash dividends 1,800 1,950 16.98
Net assets 342,286 291,549 3,229.11

See accompanying notes to consolidated financial statements.
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Consolidated Statement of Cash Flows

YKK Corporation and Consolidated Subsidiaries

Thousands of U.S.
For the Years ended 31st March, 2000 and 1999 Millions of yen dollars (Note 2)
2000 2000
Cash flows from operating activities
Income before income taxes and minority interests ¥32,435 $305,991
Depreciation and amortization 37,089 349,896
Provision for allowance for doubtful accounts, net of reversal (933) (8,802)
Provision for accrued severance benefits, net of reversal 2,509 23,670
Loss on sales or disposal of property, plant and equipment 2,072 19,547
Interest and dividend income (1,973) (18,613)
Interest expense 5,792 54,642
Notes and accounts receivable (5,782) (54,547)
Inventories (5,746) (54,208)
Accounts payable 9,312 87,849
Other 2,619 24,708
Subtotal 77,396 730,151
Interest and dividends received 2,025 19,104
Interest paid (5,911) (55,764)
Income taxes paid (13,800) (130,189)
Net cash provided by operating activities 59,710 563,302
Cash flows from investing activities
Decrease in time deposits and short-term investments in securities 3,068 28,943
Acquisition of property, plant and equipment (40,511) (382,179)
Proceeds from sales of property, plant and equipment 4,528 42,717
Acquisition of intangible assets (1,071) (10,104)
Increase in investments in securities (2,187) (20,632)
Increase in investments in subsidiaries with adjustment for inclusion of additional subsidiaries in consolidation (7,850) (74,057)
Other (313) (2,953)
Net cash used in investing activities (44,337) (418,274)
Cash flows from financing activities
Decrease in short-term borrowings (6,645) (62,689)
Proceeds from long-term debt 1,980 18,679
Repayment of long-term debt (15,864) (149,660)
Proceeds from issuance of bonds 10,000 94,340
Redemption of bonds (23,732) (223,887)
Cash dividends paid and other (1,740) (16,415)
Net cash used in financing activities (36,003) (339,651)
Effect of exchange rate changes on cash and cash equivalents (4,031) (38,028)
Adjustment for inclusion of subsidiaries in consolidation 979 9,236
Decrease in cash and cash equivalents (23,682) (223,415)
Cash and cash equivalents at beginning of year (Note 14) 81,772 771,434
Cash and cash equivalents at end of year (Note 14) ¥58,089 $548,009




Notes to Consolidated Financial Statements

YKK Corporation and Consolidated Subsidiaries

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Preparation of financial statements

YKK Corporation (the “Company’) and consolidated sub-
sidiaries maintain their records and prepare their financial
statements in accordance the provisions set forth in the Japa-
nese Commercial Code and in conformity with accounting
principles and practices generally accepted in Japan, which
may differ in some material respects from accounting princi-
ples and practices generally accepted in countries and juris-
diction other than Japan, and foreign subsidiaries, in con-
formity with those of the countries of their domicile. The
accompanying consolidated financial statements have been
compiled from the consolidated financial statements filed
with the Minister of Finance as required by the Securities
and Exchange Law of Japan, and incorporate certain reclas-
sifications so as to make the financial statements more
meaningful to readers outside Japan.

Effective the year ended 31st March 2000, the Company
was required for the first time to prepare a consolidated
statement of cash flows as part of its consolidated financial
statements under the Securities and Exchange Law. Accord-
ingly, the Company has prepared its 2000 consolidated state-
ment of cash flows in accordance with “Accounting Stan-
dards for Consolidated Statements of Cash Flows.”

The notes to the consolidated financial statements include
certain information which is not required under accounting
principles and practices generally accepted in Japan but is
presented herein as additional information. As permitted by
the Securities and Exchange Law of Japan, amounts of less
than one million yen have been omitted. Consequently, the
totals shown in the accompanying consolidated financial
statements do not necessarily agree with the sums of the in-
dividual amounts.

Certain amounts in the prior year’s financial statements
have been reclassified to conform to the current year’s pre-
sentation.

Basis of consolidation and investments in affiliated
companies

Prior to the year ended 31st March 1999, the consolidated
financial statements included the accounts of the Company
and its significant subsidiaries, and investments in signifi-
cant affiliates (owned 20% to 50%) were accounted for by
the equity method.

In accordance with a revised accounting standard for con-
solidation, the accompanying consolidated financial state-
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ments for the year ended 31st March 2000 include the ac-
counts of the Company and the significant companies con-
trolled directly or indirectly by the Company. Companies
over which the Company exercises significant influence in
terms of their operating and financial policies have been in-
cluded in the consolidated financial statements on an equity
basis. All significant intercompany balances and transac-
tions have been eliminated in consolidation.

The differences arising from the cost of the companies’
investments in subsidiaries and affiliates over the equity in
their net assets at the dates of acquisition are amortized on a
straight-line basis over 10 years. Minor differences are
charged or credited to income in the year of acquisition. As-
sets and liabilities at the foreign consolidated subsidiaries are

revalued at market.

Translation of foreign currencies

Current monetary assets and liabilities of the Company
denominated in foreign currencies are translated into yen at
the rates of exchange in effect at the year-end. Non-current
monetary assets and liabilities in foreign currencies are gen-
erally translated at their historical rates; translation losses
arising from non-current monetary accounts in denominated
foreign currencies which have fluctuated significantly are
recognized in the period of fluctuation in the consolidated
statements of income.

All asset and liability accounts of foreign subsidiaries and
affiliates are translated into Japanese yen at the rates of ex-
change in effect at the year end, all income and expense ac-
counts are translated into yen at the appropriate year-end
rates and the components of shareholders’ equity, except for
net income for the year, are translated into yen at their his-
torical exchange rates. The resulting translation adjustments
are presented as “Translation adjustments” in the consolida-
ted balance sheets.

Cash Equivalents

The Company considers all highly liquid investments with
a maturity of three months or less when purchased to be cash
equivalents.

Inventories

Inventories are valued primarily at cost determined on an
average basis. Inventories of certain consolidated subsidiar-
ies are valued at the lower of cost or market, cost being de-



termined on an average basis, on a first-in, first-out basis, or
on a last-in, first-out basis.

Investments in other securities

Marketable securities included in “Investments in other
securities” are stated at the lower of cost or market, cost be-
ing determined by the moving average method. Other in-
vestment securities are stated at cost.

Property, plant and equipment and depreciation

Property, plant and equipment is stated at cost. Deprecia-
tion is computed primarily by the declining-balance method
(and with minor exceptions, by the straight-line method for
certain consolidated subsidiaries), at rates based on the esti-
mated useful lives of the respective assets. Following a re-
cent revision to the Corporation Tax Law in Japan, the
straight-line method of depreciation has been applied to
buildings acquired on or after 1st April 1998.

Liability for severance indemnities

The Company and certain consolidated subsidiaries have
unfunded severance indemnities plans for their employees.
In addition, subject to the shareholders’ approval, directors
and corporate auditors are customarily entitled to lump-sum
payments under unfunded retirement plans. The lump-sum
payments are determined by reference to the current basic
rate of pay, length of service, and conditions under which the
termination occurs.

The liability for severance indemnities is stated at the
amount which would be required to be paid if all employees,
directors and corporate auditors covered by the plans volun-
tarily terminated their services with the Company or certain
consolidated subsidiaries at the balance sheet date.

The Company also has a non-contributory funded pension
plan which covers substantially all its employees. The an-
nual provision for pension benefits includes current service
cost and the amortization of prior service cost over a seven-
year period.

Income taxes

Deferred tax assets and liabilities are determined based on
the differences between financial reporting and the tax bases
of the assets and liabilities and are measured using the enac-
ted tax rates and laws which will be in effect when the dif-
ferences are expected to reverse.

In accordance with a revision to the Japanese accounting
standards for consolidation effective the year ended 31st
March 2000, the Company has changed its method of ac-
counting for income taxes and has adopted tax-effect ac-
counting by the liability method for the Company and the
consolidated subsidiaries. The effect of this change was the
initial recognition of deferred tax assets of ¥22,436 million
($211,660 thousand), of which ¥3,688 million was current
assets and ¥18,748 million was non-current assets, and de-
ferred tax liabilities of ¥3,450 million ($32,547 thousand), of
which ¥18 million was current liabilities and ¥3,432 million
was non-current liabilities at 31st March 2000. In addition,
as a result of this change in method of accounting, net in-
come and retained earnings for the year ended 31st March
2000 increased by ¥2,090 million ($19,717 thousand) and
¥18,945 million ($178,726 thousand), respectively.

Research and development expenses

Research and development expenses are charged to in-
come as incurred.

A new accounting standard for research and development
expenses became effective the fiscal year ended 31st March
2000. However, the adoption of this new standard had no
material effect on the consolidated statement of income for
the year ended 3 1st March 2000.

Leasing commitments

The Company and certain consolidated subsidiaries lease
equipment and software under non-cancelable lease agree-
ments referred to as finance leases. Finance leases other
than that which transfer the ownership of the leased property

to the lessee are accounted for as operating leases.

Amounts per share

The computation of net income per share is based on the
average number of shares outstanding during each period.
No diluted net income per share has been presented for the
years ended 31st March 2000 and 1999 because, as of 31st
March 2000, the Company had not issued any warrants or
convertible bonds.

Cash dividends per share represent the cash dividends pro-
posed by the Board of Directors and approved by the share-
holders as applicable to the respective periods.

Net assets per share are based on the number of shares
outstanding at the respective balance sheet dates.



2. U.S. DOLLAR AMOUNTS

The translation of yen amounts into U.S. dollar amounts is
included solely for the convenience of readers outside Japan
and has been made, as a matter of arithmetic computation
only, at ¥106 = U.S.$1.00, the approximate rate of exchange

3. INVENTORIES

in effect on 31st March 2000. The translation should not be
construed as a representation that yen have been, could have
been, or could in the future be, converted into U.S. dollars at
the above or any other rate.

Inventories at 31st March 2000
and 1999 consisted of the following :

Millions of yen  Thousands of U.S. dollars

2000 1999 2000

Finished products ¥17,609 ¥16,425 $166,123
Work in process 31,725 31,215 299,292
Raw materials and supplies 21,659 21,086 204,330
¥70,994 ¥68,727 $669,755

4. INVESTMENTS IN OTHER SECURITIES

Investments in other securities at 31st March 2000
and 1999 consisted of the following :

Millions of yen ~ Thousands of U.S. dollars

2000 1999 2000

Carrying value of : Listed securities ¥ 3,610 ¥ 3,365 $ 34,057
Unlisted securities 11,091 8,409 104,632

¥14,701 ¥11,775 $138,689

Market value of listed securities ¥ 8,322 ¥ 6,842 $ 78,509

5. SHORT-TERM BORROWINGS AND LONG-TERM DEBT

Short-term borrowings at 3 1st March 2000 consisted mainly of unsecured loans maturing at various dates within 365 days, at
interest rates ranging from 0.45% to 27% per annum (from 0.51764% to 16.7652% in 1999).

Long-term debt at 31st March 2000 and 1999 was as follows :

Millions of yen ~ Thousands of U.S. dollars

2000 1999 2000
3.9% unsecured notes due 1999 ¥ - ¥10,000 $ -
2.6% unsecured notes due 2000 — 10,000 -
2.175% unsecured notes due 2002 10,000 10,000 94,340
2.375% unsecured notes due 2003 10,000 10,000 94,340
1.7% unsecured notes due 2004 10,000 10,000 94,340
1.65% unsecured notes due 2005 10,000 — 94,340
Floating rate unsecured notes due 1999 - 697 -
6.28% unsecured notes due 2003 2,560 2,892 24,151
6.75% unsecured notes due 2005 3,067 3,621 28,934



Millions of yen ~ Thousands of U.S. dollars

2000 1999 2000
1.9% secured notes due 2005 ¥ 100 ¥ - § 943
1.3% to 19.25% loans, principally from banks and
insurance companies, due from 2000 to 2014 :
Secured 24,790 32,887 233,868
Unsecured 20,361 27,299 192,085
90,879 117,396 857,349
Less : current portion 10,789 20,742 101,783
¥80,089 ¥96,654 $755,557
Assets pledged as collateral for short-term and long-term
loans as of 31st March 2000 and 1999 were as follows :
Investments in other securities ¥ 1,091 ¥ 1,091 $ 10,292
Property, plant and equipment 22,366 32,250 211,000
¥23,458 ¥33,341 $221,302
The aggregate annual maturities of long-term debt outstanding
at 31st March 2000 are summarized as follows :
Year ending 31st March : Millions of yen  Thousands of U.S. dollars
2001 ¥10,789 $101,783
2002 8,236 77,698
2003 16,875 159,198
2004 19,168 180,830
2005 12,306 116,094
2006 and thereafter 23,502 221,717
¥90,879 $857,349

6. LIABILITY FOR SEVERANCE INDEMNITIES AND PENSION EXPENSES

Charges to income for severance indemnities and pension and ¥8,772 million for the years ended 31st March 2000 and
expenses amounted to ¥8,792 million ($82,943 thousand) 1999, respectively.

7. INCOME TAXES

The Company and its domestic consolidated subsidiaries are 2000 and 1999, respectively. Income taxes of the foreign
subject to corporation tax, inhabitants’ taxes and enterprise consolidated subsidiaries are based generally on the tax rates
tax which, in the aggregate, resulted in statutory tax rates of applicable in their countries of incorporation.

approximately 41% and 47% for the years ended 3 1st March



The effective tax rate reflected in the consolidated statement of income for the year

ended 31st March, 2000 differs from the statutory tax rate for the following reasons :

2000

Statutory tax rate 41.0%
Effect of :

Income of certain foreign consolidated subsidiaries whose statutory (7.6)

tax rate is lower than that of domestic consolidated subsidiaries

Expenses not deductible for income tax purposes 6.9

Income tax credit (2.9)

Other, net (1.0)
Effective tax rate 36.4%

The significant components of deferred tax assets and liabilities as of 31st March

2000 were as follows : Millions of yen  Thousands of U.S. dollars
2000 2000
Deferred tax assets :
Accrued severance benefits ¥14,366 $135,528
Unrealized profit 5,172 48,792
Operating loss carryforwards for tax purposes 3,761 35,481
Other 3,739 35,274
Total deferred tax assets 27,038 255,075
Deferred tax liabilities :
Depreciation 5,896 55,623
Other 2,156 20,340
Total deferred tax liabilities 8,052 75,962
Net deferred tax assets ¥18,986 $179,113

8. SHAREHOLDERS' EQUITY

Retained earnings include a legal reserve of ¥2,666 million
($25,151 thousand) and ¥1,400 million at 31st March 2000
and 1999, which is provided in accordance with the provi-
sions of the Commercial Code of Japan. The Code provides
that neither additional paid-in capital nor the legal reserve is

9. RESEARCH AND DEVELOPMENT EXPENSES

available for dividends, but both may be used to reduce or
eliminate a deficit by resolution of the shareholders or may
be transferred to common stock by resolution of the Board of
Directors.

Research and development expenses included in manufactur-

ing costs and in selling, general and administrative expenses

for the year ended 31st March 2000 totaled ¥12,523 million
($118,142 thousand).



10. LEASES

The following pro forma amounts represent the acquisition
costs (including the interest portion), accumulated deprecia-
tion and net book value of the leased assets as of 31st March

Year ended 31st March 2000 :

2000, which would have been reflected in the balance sheet
if finance lease accounting had been applied to the finance
leases currently accounted for as operating leases:

Millions of yen

Machinery and equipment

Machinery and equipment

Lease payments relating to finance leases accounted for as
operating leases amounted to ¥660 million ($6,226 thou-
sand) and ¥665 million for the years ended 31st March 2000
and 1999, respectively. Depreciation of the leased assets is

Acquisition Accumulated Net book
costs depreciation value
¥2,538 ¥1,332 ¥1,205
Thousands of U.S. dollars

$23,943 $12,566 $11,368

calculated by the straight-line method over the respective
lease terms and amounted to ¥660 million ($6,226 thousand)
for the year ended 3 1st March 2000.

Future minimum lease payments (including the interest portion thereon) subsequent to 31st March 2000 for finance lease

transactions accounted for as operating leases are summarized as follows :

Year ending 31st March Millions of yen  Thousands of U.S. dollars
2001 ¥551 $5,198
2002 and thereafter 654 6,170
Total ¥1,205 $11,368

Future minimum lease payments subsequent to 31st March 2000 for operating leases are summarized as follows :

Year ending 31st March Millions of yen — Thousands of U.S. dollars
2001 ¥417 $3,934
2002 and thereafter 1,034 9,755
Total ¥1,452 $13,698

11. CONTINGENT LIABILITIES

Contingent liabilities as of 31st March 2000 for notes dis-
counted and guarantees given in the ordinary course of busi-
ness amounted to approximately ¥12,094 million ($114,094

thousand), including ¥1,235 million ($11,651 thousand) for
loans guaranteed on behalf of certain suppliers.



12. RELATED PARTY TRANSACTION

The Company entered into transactions with an affiliate which were accounted for by the equity method for the year ended

31st March 2000 and are summarized as follows :

Year ending 31st March

Millions of yen ~ Thousands of U.S. dollars

Sales of architectural products during the year
Notes and accounts receivable at end of year

Short-term loans receivable from the affiliate at end of year
Rent fees from the affiliate during the year
Sales prices of architectural products were negotiated on an

arm’s-length basis based on their market prices and on the

production costs incurred by the Company. Interest rates

13. DERIVATIVE TRANSACTIONS

¥124,880 $1,178,113
¥ 41,599 $ 392,443
¥ 22,341 $ 210,764
¥ 2,525 $ 23,821

were determined by reference to the market rates. Rent fees
were determined based on similar transactions in the market.

The Company and certain of its consolidated subsidiaries
utilize forward foreign exchange contracts for the purpose of
hedging their exposure to adverse fluctuations in foreign cur-
rency exchange rates arising from trade receivables and pay-
ables denominated in foreign currencies in the normal course
of business. The Company and certain of its consolidated
subsidiaries enter into interest swaps to reduce their expos-
ure to losses resulting from adverse fluctuations in interest
rates on the underlying debt instruments. As a matter of pol-
icy, the Company and these consolidated subsidiaries do not

enter into such transactions for speculation purposes.

The forward foreign exchange contracts and interest swaps
utilized by the Company and certain of its consolidated sub-
sidiaries entail a degree of market risk. However, the Com-
pany and these consolidated subsidiaries do not anticipate
significant risks resulting from these derivative financial in-
struments which are designated as hedges. The Company is
exposed to credit risk in the event of nonperformance by the
counterparties to the derivatives, but any such loss would not
be material because the Company enters into such transac-
tions only with financial institutions with high credit ratings.

Summarized below are the contracted amounts and the estimated fair value of the derivative position outstanding at 31st

March 2000 : Millions of yen Thousands of U.S dollars
Contracted Estimated Unrealized Contracted Estimated Unrealized
Forward foreign amount fair value gain (loss) amount fair value gain (loss)

exchange contracts :
Sell : US$ ¥1,912 ¥1,931 ¥ (19) $18,038 $18,217 $ (179)
Buy : US$ 442 442 - 4,170 4,170 -
AUS$ 1,260 1,213 (47) 11,887 11,443 (443)
(66) (623)

Interest swaps :

Pay/fixed; receive/variable 7,124 67) (67) 67,208 (632) (632)
Total ¥(133) $(1,255)

Note : The contracted amounts of the forward foreign exchange contracts presented above exclude those entered into in order to hedge receivables and
payables denominated in foreign currencies, which have been translated and are reflected at the corresponding contracted rates in the

accompanying consolidated balance sheets.
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14. SUPPLEMENTARY CASH FLOW INFORMATION

Cash and cash equivalents in the consolidated statement of
cash flows include bank overdrafts in accordance with
“Accounting Standards for Consolidated Statements of Cash

Flows.”

The following table represents a reconciliation of cash and
cash equivalents at 31st March 2000 and 1999 :

Millions of yen ~ Thousands of U.S. dollars

2000 1999 2000

Cash and cash equivalents in consolidated balance sheets ¥58,367 ¥82,467 $550,632

Bank overdrafts (277) (693) (2,613)
Cash and cash equivalents in consolidated statement

of cash flows ¥58,089 ¥81,772 $548,009

15. SEGMENT INFORMATION

The Company and its consolidated subsidiaries are primarily
engaged in the manufacture and sale of products in Japan
and foreign countries in three major segments: the fastening
products segment, which includes zip fasteners and related

parts and materials, the architectural products segment,
which includes window sashes and frames, doors and curtain
walling, and a segment entitled “other,” which includes ma-
chinery for the production of zip fasteners.

The business and geographical segment information of the Company and its consolidated subsidiaries for the years ended

31st March 2000 and 1999 is outlined as follows :

Business segments Year ended 31st March 2000

Millions of yen

Fastening  Architectural Eliminations
products products Other Total  or corporate  Consolidated
I. Sales and operating income
Sales to third parties ¥172,497 ¥154,213 ¥ 9,105 ¥335,816 — ¥335,816
Intergroup sales and transfers 548 75 34,594 35,219 ¥(35,219) -
Total sales 173,046 154,288 43,700 371,036 (35,219) 335,816
Operating expenses 143,841 144,973 38,752 327,568 (29,565) 298,002
Operating income ¥ 29,204 ¥ 9,315 ¥ 4,948 ¥ 43,467 ¥ (5,654) ¥ 37,813
II. Assets, deprecia-tion and capital
expenditures
Total assets ¥221,199 ¥180,503 ¥106,533 ¥508,236 ¥151,944 ¥660,180
Depreciation 18,025 12,893 3,342 34,261 2,408 36,669
Capital expenditures 25,495 11,309 5,487 42,292 (772) 41,520
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Business segments Year ended 31st March 2000

Thousands of U.S. dollars

Fastening  Architectural Eliminations
products products Other Total or corporate Consolidated
I. Sales and operating income
Sales to third parties $1,627,330  $1,454,840 § 85,896  $3,168,075 —  $3,168,075
Intergroup sales and transfers 5,170 708 326,358 332,255 $ (332,255) -
Total sales 1,632,509 1,455,547 412,264 3,500,340 (332,255) 3,168,075
Operating expenses 1,356,991 1,367,670 365,585 3,090,264 (278,915) 2,811,340
Operating income $ 275509 $§ 87,877 $ 46,679 $ 410,066 $ (53,340) §$ 356,726
II. Assets, deprecia-tion and capital
expenditures
Total assets $2,086,783  $1,702,858  $1,005,028  $4,794,679  $1,433,434  $6,228,113
Depreciation 170,047 121,632 31,528 323,217 22,717 345,934
Capital expenditures 240,519 106,689 51,764 398,981 (7,283) 391,698
Business segments Year ended 31st March 2000 Millions of yen
Fastening  Architectural Eliminations
products products Other Total  or corporate  Consolidated
I. Sales and operating income
Sales to third parties ¥166,062 ¥157,544 ¥ 4,142 ¥327,750 — ¥327,750
Intergroup sales and transfers 471 - 26,601 27,072 ¥(27,072) -
Total sales 166,534 157,544 30,744 354,823 (27,072) 327,750
Operating expenses 141,354 142,722 25,771 309,848 (17,870) 291,978
Operating income ¥ 25,179 ¥ 14,821 ¥ 4,972 ¥ 44,974 ¥ (9,202) ¥ 35,771
II. Assets, deprecia-tion and capital
expenditures
Total assets ¥145,943 ¥186,313 ¥35,098 ¥367,355 ¥269,778 ¥637,133
Depreciation 16,905 13,433 1,021 31,360 3,442 34,802
Capital expenditures 24,133 14,742 880 39,756 3,493 43,249
Geographical areas — Year ended 31st March 2000 Millions of yen
North Other Eliminations Consolida-
Japan  America Europe Asia regions Total or corporate ted
Sales to third parties ¥193,196  ¥44,060  ¥26,445 ¥56,888 ¥15,225 ¥335,816 - ¥335,816
Intergroup sales and
transfers 36,729 5,853 1,252 4,063 6,427 54,326  ¥(54,326) -
Total sales 229,925 49,914 27,698 60,951 21,653 390,143 (54,326) 335,816
Operating expenses 207,400 46,737 24,949 49,778 19,563 348,429 (50,426) 298,002
Operating income ¥ 22,525 ¥ 3,177 ¥ 2,748 ¥11,173 ¥ 2,089 ¥ 41,714 ¥ (3,900) ¥ 37,813
Total assets ¥293,656  ¥46,234  ¥32,473 ¥95,387 ¥40,805 ¥508,557 ¥151,623 ¥660,180




Geographical areas  Year ended 31st March 2000

Thousands of U.S. dollers

North Other Eliminations Consolida-
Japan  America Europe Asia regions Total or corporate ted
Sales to third parties ~ $1,822,604  $415,660  $249,481  $536,679 $143,632 $3,168,075 — $3,168,075
Intergroup sales and
transfers 346,500 55,217 11,811 38,330 60,632 512,509 $ (512,509) -
Total sales 2,169,104 470,887 261,302 575,009 204,274 3,680,594  (512,509) 3,168,075
Operating expenses 1,956,604 440,915 235,368 469,604 184,557 3,287,066  (475,717) 2,811,340
Operating income $ 212,500 $ 29,972 $ 25,925 $105,406 $ 19,708 $ 393,528 $ (36,792) $§ 356,726
Total assets $2,770,340  $436,170  $306,349  $899,877 $384,953 $4,797,708 $1,430,406 $6,228,113
Geographical areas  Year ended 31st March 1999 Millions of yen
North Other Eliminations Consolida-
Japan ~ America Europe Asia regions Total or corporate ted
Sales to third parties ¥173,356 ¥52,612 ¥33,479 ¥54,054 ¥14,246  ¥327,750 - ¥327,750
Intergroup sales and
transfers 32,065 6,371 1,632 3,648 7,467 51,184 ¥(51,184) -
Total sales 205,422 58,984 35,111 57,702 21,713 378,935 (51,184) 327,750
Operating expenses 182,113 52,071 32,809 47,529 20,482 335,007 (43,029) 291,978
Operating income ¥ 23,308 ¥ 6,912 ¥ 2,301 ¥10,172 ¥ 1,231 ¥ 43,927 ¥ (8,155) ¥ 35,771
Total assets ¥209,005 ¥54,917 ¥38,713 ¥95,850 ¥40,550 ¥439,038 ¥198,095 ¥637,133
Overseas sales Year ended 31st March 2000 Millions of yen
North America Europe Asia Other regions Total
1. Overseas sales ¥43,261 ¥26,006 ¥60,881 ¥19,669 ¥149,818
II. Consolidated sales 335,816
III. Overseas sales to
consolidated sales ratio 12.9% 7.7% 18.1% 5.8% 44.5%
Overseas sales Year ended 31st March 2000 Thousands of U.S. dollers
North America Europe Asia Other regions Total
L. Overseas sales $408,123 $245,340 $574,349 $185,557 $1,413,377
II. Consolidated sales 3,168,075
III. Overseas sales to
consolidated sales ratio 12.9% 7.7% 18.1% 5.8% 44.5%
Overseas sales Year ended 31st March 1999 Thousands of U.S. dollers
North America Europe Asia Other regions Total
L. Overseas sales ¥48,666 ¥32,835 ¥48,936 ¥26,050 ¥156,488
II. Consolidated sales 327,750
III. Overseas sales to
consolidated sales ratio 14.8% 10.0% 15.0% 7.9% 47.7%



16. SUBSEQUENT EVENTS

The following appropriations of retained earnings were approved at a general meeting of the shareholders of the Company
held on 29th June 2000 :

Millions of yen Thousands of U.S. dollars
Cash dividends (¥1,800 = $16.98 per share) ¥1,920 $18,113
Bonuses to directors and corporate auditors 40 377

On 12th May 2000, the Company issued 1.57% unsecured notes due 12th May 2006 in the aggregate amount of ¥10,000 mil-
lion ($94,340 thousand) in accordance with a resolution of the Board of Directors approved at a meeting held on 28th March
2000.

Report of Independent Certified Public Accountants

The Board of Directors and Shareholders
YKK Corporation

We have audited the consolidated balance sheets of YKK Corporation and consolidated subsidiaries as of 31st March
2000 and 1999, and the related consolidated statements of income and retained earnings for the two years ended 31st March
2000 and the consolidated statement of cash flows for the year ended 31st March 2000, all expressed in 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 accompanying consolidated financial statements, expressed in yen, present fairly the consolidated
financial position of YKK Corporation and consolidated subsidiaries at 31st March 2000 and 1999, and the consolidated
results of their operations for the two years ended 31st March 2000 and of their cash flows for the year ended 31st March
2000, in conformity with accounting principles and practices generally accepted in Japan applied on a consistent basis.

As described in Note 1 to the consolidated financial statements, YKK Corporation and consolidated subsidiaries have
adopted new accounting standards for consolidation, research and development costs and tax-effect accounting in the
preparation of their consolidated financial statements for the year ended 31st March 2000.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended 31st
March 2000 are presented solely for convenience. Our audit also included the translation of yen amounts into U.S. dollar
amounts and, in our opinion, such translation has been made on the basis described in Note 2 to the consolidated financial

Toyama, Japan
29th June 2000 C“’%_ Ofa. Showa ¢ Co .

See Note 1 to the consolidated financial statements which explains the basis of preparation of the consolidated financial statements of YKK Corporation
under Japanese accounting principles and practices.

statements.
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Outline of YKK Corporation

Founded : January 1, 1934

Capital : 10,667,460,000 yen

Product Lines : 1) Fastening Products

Zip Fasteners

*Snap Fasteners and Buttons

*Textile and Plastic Products

2) Architectural Products

3) Machinery for Fastening Products and Architectural Products

Head Office :

1, Kandaizumi-cho, Chiyoda-ku, Tokyo

Tel : 03-3864-2045 Fax : 03-3866-5500

Osaka Branch :

4-8-7, Tanimachi, Chuo-ku, Osaka-city

Tel : 06-6947-4113 Fax : 06-6947-4155

Kurobe Manufacturing Center :

200, Yoshida, Kurobe-city, Toyama Pref.

Tel : 0765-54-8103 Fax : 0765-54-8190
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