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| Six-Year Summary |
ASICS Corporation and Consolidated Subsidiaries
Years ended March 31
Millions of yen
2001 2002 2003 2004 2005 2006
For the year:

NEt SAIES ... ¥126,446  ¥128,901 ¥135,640 ¥140,498 ¥146,679 ¥171,036
SPOItS SNOES ..o 61,715 66,054 74,263 80,199 89,168 112,742
SPOMTSWEAT ..o 44,817 43,574 42,682 42,565 41,278 41,199
Sports equIPMEeNt ..o 19,914 19,273 18,695 17,734 16,233 17,095

Cost O SAlES v 81,276 82,938 86,394 87,462 88,244 98,578

Selling, general and administrative expenses ...... 42,078 42,480 43,858 45,626 48,540 56,014

Operating iNCOME .....cvoviiiiiie e 3,092 3,483 5,388 7,410 9,895 16,444

Income before income taxes and
MINOIity INTErests ..o 2,127 2,934 6,197 6,743 10,753 17,367

NET INCOME .o 1,740 2,123 5,169 4,622 7,006 13,807

At year-end:
Shareholders’ equity ........cccooooeiiiiiiiiiiee ¥ 43,866 ¥ 45512 ¥ 49917 ¥ 54,439 ¥ 58450 ¥ 74,899
TOtal @SSELS .. 113,914 114,741 113,062 118,339 122,588 140,615
Per share of common stock (in yen):
Net INCOME ..o ¥ 813 ¥ 992 ¥ 2410 ¥ 2180 ¥ 3439 ¥ 69.02
Cash dividends ... — — 2.00 2.50 3.50 6.00

Shareholders’ equity 205.02 212.74 233.50 261.83 293.17 375.79

Ratios:
Operating income ratio (%) ......ccccovoveveveveierennns 2.4 2.7 4.0 5.3 6.7 9.6
Return on assets (ROA) (%) .....ccoveu..... 1.6 1.9 4.5 4.0 5.8 10.5
Shareholders’ equity ratio (%) 38.5 39.7 442 46.0 47.7 53.3
Net Sales by Product | | Net Sales by Geographic Area | | Net Sales | | Net Income
(Billions of yen) (Billions of yen) (Billions of yen) (Billions of yen)
Sports equipment  Sports shoes Other areas Japan 13.8
17.1 112.7 6.6 [0.7] 86.3 [4.9] -
(10.0%) (65.9%) (3.7%) T (48.9%) 70
Sportswear Europe United States
41.2 51.5 [0.01] 32.2 [0.01]
(24.1%) (29.2%) (18.2%)

Notes: 1.Net Sales by Geographic Area figures include the intersegment sales. The intersegment amount indicates in [ ].

2.All the figures have been rounded off to the nearest millions of yen.
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| Management’s Discussion & Analysis

Overview

During fiscal 2006, ended March 31, 2006, the Japanese
economy recovered steadily, backed by ongoing increases in
capital investment due to improving corporate profits and by
steadily increasing personal consumption. The global econo-
my was generally strong despite surging crude oil prices,
appreciation of the Chinese yuan, major hurricanes in the
United States, and other adversities.

In the sporting goods industry, the Turin Winter Olympic
Games and growing interest in sports amid rising health con-
sciousness helped spur strong performance on the whole.

Amid these conditions, the ASICS Group worked to expand
its running gear business, particularly running shoes, and fur-
ther enhance its brand image through such means as provid-
ing shoes and sportswear to the convention staff as a spon-
sor of the ING New York City Marathon 2006. In addition,
the Company developed and expanded operations in the
global market. For instance, we opened directly managed
stores for the Onitsuka Tiger brand in Japan and abroad. In
Japan, the Company strived to hone its image as a maker of
fitness walking shoes. For example, we expanded our lineup
of HADASHIWALKER shoes, which give wearers the impres-
sion they are walking in bare feet, and we held walking
events and promoted sales with the help of Duke Saraie, a
specialist in walking exercise, as part of initiatives for further
boosting the image of our fitness walking shoes.

Furthermore, ASICS has expanded its lineup of kids shoes
based on its research into the particular ways children move
their feet in walking and running and strengthened sales pro-
motion through retail and other means in order to increase
sales. For the Turin Winter Olympics, ASICS ITALIA S.p.A., a
subsidiary, was an official sponsor, and concerted efforts
were made to further elevate the image of the ASICS Group
and further heighten brand awareness.

Performance Analysis

Consolidated net sales increased 16.6% year on year, to
¥171,036 million, in the fiscal year under review. While sales
of sportswear were weak, fitness walking shoes and sport-
style shoes recorded healthy gains, which contributed to a
2.0% increase in domestic sales, to ¥78,958 million.
Overseas sales rose 32.9%, to ¥92,078 million, backed by
ongoing growth in sales of running shoes and sportstyle
shoes, particularly in Europe and the United States. By prod-
uct, sales of running shoes, fitness walking shoes, Onitsuka
Tiger, and other sportstyle shoes were robust, particularly in
overseas market. As a result, total sales of sports shoes
increased 26.4%, to ¥112,742 million. Sportswear sales fell
0.7%, to¥41,199 million, as sales of training wear and out-
door wear were weak in Japan. Sports equipment sales rose
6.7%, to ¥17,095 million, backed by a broader product line-
up in Japan.

Gross Profit | |

Operating Income

| | Working Capital

(Billions of yen)

(Billions of yen) (Billions of yen)

72.5 53.7
16.4
58.4
423 48
53.0 394 412
492
46.0
9.9
7.4
5.4
35
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Gross profit increased 24.0%, to ¥72,458 million. Growth
was attributable mainly to a rise in sales from especially
strong performance overseas and to an improvement in the
cost to sales ratio, which boosted gross profit margin to
42.4%, up 2.6 percentage points from the previous fiscal
year. Selling, general and administrative (SG&A) expenses
increased 15.4%, to ¥56,014 million. Growth stemmed from
robust marketing activities, which helped advertising costs to
increase 26.4%. In addition, research and development costs
rose 7.5%, to ¥532 million. As a result, operating income
climbed 66.2%, to ¥16,444 million.

Net other income increased 7.6%, to ¥923 million. An
increase in exchange loss and accrued retirement benefits for
directors and corporate auditors were offset by higher interest
and devidend income and gain on the sales of investments in
securities.

Consequently, net income grew 97.1%, to ¥13,807 million.

Financial Conditions

Total assets at the end of the fiscal year stood at ¥140,615
million, up 14.7% year on year. Current assets rose 16.7%,
to ¥99,918 million, as notes and accounts receivables, and
inventories increased in tandem with sales growth.

Total liabilities were up 2.2%, to ¥62,881 million, as the
Company repaid ¥3,000 million in bond, but short-term bank
loans rose 54.8%. Minority interests increased 9.3%, to
¥2,835 million.

Retained earnings increased 75.7% as a result of the large
increase in net income, and unrealized holding gain on secu-
rities rose 119.7%. Due to these items, total shareholders’
equity increased 28.1% year on year, to ¥74,899 million.

Cash Flows

Net cash provided by operating activities totaled ¥4,985 mil-
lion. Income before income taxes and minority interests
increased, due to strong performance in the fiscal year, while
notes and accounts receivables and inventories rose and
income tax paid increased.

Net cash used in investing activities rose ¥2,215 million, to
¥2,265 million. The Company posted higher proceeds from
sales and redemption of investments in securities and other
factors. However, payments increased for the purchase of
land for the transfer of the Osaka branch office and for
acquiring software for rebuilding key systems.

Net cash used in financing activities declined ¥4,862 million,
to ¥564 million. Cash were used to repayment of bond, but

purchase of treasury stock fell, and short-term bank loans rose.

As a result, cash and cash equivalents at end of year stood
at ¥12,055 million, up ¥2,689 million year on year.

Long-Term Debt | |

Total Shareholders’ Equity

| | Total Assets

(Billions of yen)

13.2

11.0
10.1
49.9

8.4 45.5

54.4

(Billions of yen)

‘02 ‘03 ‘04 ‘05 '06 ‘02 ‘03

‘04

74.9 140.6
122.6 ‘
118.3
114.7
585 1131 |
‘05 ‘06 '02 ‘03 ‘04 ‘05 ‘06
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| Consolidated Balance Sheets |

ASICS Corporation and Consolidated Subsidiaries
March 31, 2006 and 2005

Thousands of
U.S. dollars

Millions of yen (Note 1)
ASSETS 2006 2005 2006
Current assets:
Cash and cash equivalents ¥ 12,055 ¥ 9,366 $ 103,034
Short-term investments (Note 3) 1,169 1,006 9,991
Notes and accounts receivable:
Lo /ISR 49,381 44,413 422,060
Less allowance for doubtful receivables ...........c..cooiiiiiiii e (1,885) (1,870) (16,111)
INVENTOTIES (NOTE ) ..o e e, 32,125 27,771 274,573
Deferred inComMe taxes (NOTE T3) ... 2,582 1,901 22,068
OthEr CUITENT @SSETS ... e 4,491 3,032 38,385
TOAl CUITENT @SSEIS ... e 99,918 85,619 854,000
Property, plant and equipment:
Land (NOtES 5, 6 aNA T4) ..o 5,971 5,459 51,034
Buildings and structures (NOteS 5 and 6) .......c.ccovrieiiiiiiieiiieeee e 22,915 23,032 195,855
Machinery and @QUIPMENT .....oiiiiiii s 11,478 10,992 98,103
Less accumulated depreCiation .........ocoovoieviiieceec e (24,549) (24,485) (209,821)
Property, plant and equIPMENt, NET .....oiiiiiiiiic e 15,815 14,998 135,171
Investments and other assets:
Investments in securities:
Unconsolidated subsidiaries and affiliates ............cccocooeoviiieoeiceeeeeceee 5,096 5,176 43,556
OtNET (INOTE 3B) .ottt 11,642 8,570 99,504
Long-term 10ans reCeivVable ..o 791 782 6,761
INTANGIDIE @SSELS ...vvieiiiiee s 1,531 857 13,085
Deferred iNCoOmMe taxes (NOTE 13) ..o e, 469 267 4,009
Other @SSetS (NOTE 5) ..o e 6,501 6,900 55,564
Less allowance for doubtful receivables ..o (1,148) (581) (9,812)
Total investments and Other @SSeTS .........oi oo 24,882 21,971 212,667
TOTAl @SSES ..o ¥140,615 ¥122,588 $1,201,838

See accompanying notes to consolidated financial statements.



Thousands of
U.S. dollars

Millions of yen (Note 1)
LIABILITIES, MINORITY INTERESTS AND SHAREHOLDERS' EQUITY 2006 2005 2006
Current liabilities:
Short-term bank loans (Note 6) ¥11,235 ¥7,256 $96,026
Current portion of long-term debt (Note 6) 3,721 5,421 31,803
Notes and accounts payable:
TEAAE ettt 18,528 17,506 158,359
CONSTIUCTION 1.ttt ettt 87 96 744
Accrued iNCoOME taXES (NOTE 13) ..o et 1,299 2,598 11,103
ACCIUEA BXPENSES ...ttt ettt 7,376 6,399 63,043
Allowance for l0ss on business reStruCturing .........cocooeeerirreeeecceeeecseees — 200 —
Other current HabilitIeS ........ooeee e 3,932 3,376 33,606
Total current labilities ... ..o o 46,178 42,852 394,684
Long-term liabilities:
Long-term debt (NOTE 6) .......oviieeiieeeee e 7,428 8,359 63,487
Deferred income taxes (Note 13) 704 265 6,017
Accrued retirement benefits for employees (Note 7) 6,619 7,188 56,573
Accrued retirement benefits for directors and corporate auditors (Note 2(j)) ............ 561 — 4,795
Other long-term liabilities ..o 1,391 2,881 11,889
Total long-term Habilities ..o 16,703 18,693 142,761
MINOKity INTErESTS ... 2,835 2,593 24,231
Contingent liabilities (Note 10)
Shareholders’ equity (Note 12):
Common stock:
Authorized—790,000,000 shares at March 31, 2006 and
586,000,000 shares at March 31, 2005
Issued—199,962,991 shares at March 31, 2006 and 2005 ........c..cccovvveiveein.. 23,972 23,972 204,889
CaAPItAl SUMPIUS ..o 17,182 17,182 146,855
Retained earnings (NOTE T7) ...oiiiiiiiieieee e 30,704 17,475 262,427
Land revaluation reserve (NOTE T4) ... (747) (422) (6,385)
Unrealized holding gain on securities (NOte 3) ..o 4,272 1,945 36,513
Translation adjUSTMENTS .......oiiviiiiciceec e (130) (1,532) (1,111)
Less treasury stock, at cost:
(809,299 shares at March 31, 2006 and 603,420 shares at March 31, 2005) ...... (354) (170) (3,026)
Total shareholders' @QUILY ......ocoiiiii e 74,899 58,450 640,162
Total liabilities, minority interests and shareholders' equity .........c.cccooviiiciiiiiene. ¥140,615 ¥122,588 $1,201,838

See accompanying notes to consolidated financial statements.
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| Consolidated Statements of Income |

ASICS Corporation and Consolidated Subsidiaries
Years ended March 31, 2006 and 2005

Thousands of
U.S. dollars

Millions of yen (Note 1)
2006 2005 2006
NET SAIES .o ¥171,036 ¥146,679 $1,461,846
CoSt OF SAIES (NOTE T1) ..o e 98,578 88,244 842,547
GIOSS PIOTIT ot 72,458 58,435 619,299
Selling, general and administrative expenses (Note 11) ...................ccccooveiiern. 56,014 48,540 478,752
OPEIAtiNG INCOME ..ottt 16,444 9,895 140,547
Other income (expenses):
Interest and dividend INCOME ........oiiiiii e 687 494 5,872
INTEIEST EXPENSE ...ttt (478) (521) (4,085)
Equity in earnings of affiliates ... 398 417 3,402
EXCaNGe (10SS) QAN ...ovvivieeeeeeee e (124) 83 (1,060)
Gain on sales of investments in securities (NOTE 3) ......ocooioviiieee e 423 — 3,615
Accrued for retirement benefits for directors and corporate auditors (Note 2())) ...... (499) — (4,265)
Provision for allowance for loss on business restructuring ...........cccccoeeovveeeieieveennnn. — (200) —
Other, NEt (NOTE 2(0)) .....voveeeieieiie et 516 585 4,410
923 858 7,889
Income before income taxes and minority INterests ..........c.ccocoeveveveceecceeseeee 17,367 10,753 148,436
Income taxes (Note 13):
U N e 4,623 4,335 39,513
DIETRITEA ..o et (1,897) (1,013) (16,214)
2,726 3,322 23,299
Income before MINOrity INTEreStS .........oovoviiiieeeie e 14,641 7,431 125,137
MINOKity INTErESTS ... 834 425 7,128
NET INCOMIE oottt ettt ettt ettt et ¥ 13,807 ¥ 7,006 $ 118,009

See accompanying notes to consolidated financial statements.



Consolidated Statements of Shareholders’ Equity |

ASICS Corporation and Consolidated Subsidiaries
Years ended March 31, 2006 and 2005

Millions of yen

Number of Unrealized
issued Land holding
shares of Common Capital Retained revaluation gainon  Translation  Treasury
common stock  stock surplus earnings reserve securities adjustments  stock
Balance at March 31, 2004 .......... 213,962,991 ¥23,972 ¥21,066 ¥11,008 ¥(420) ¥1,802 ¥(1,820) ¥(1,169)
Net INCOME ... — — — 7,006 — — — —
DIVIAENdS ..o — — — (520) — — — —
Bonuses to directors ..........cocoeeeeenn. — — — (8) — — — —
Net change in land
revaluation reserve ..........ccceeeeeenn... — — — — (2) — — —
Net change in unrealized
holding gain on securities ............ — — — — — 143 — —
Net change in
translation adjustments ................ — — — — — — 288 —
Net change arising from initial
consolidation of subsidiaries ........ — — — 1 — — — —
Net change in treasury stock ........... — — — — — — — (2,885)
Retirement of treasury stock ............ (14,000,000) — (3,884) — — — — 3,884
Balance at March 31, 2005 .......... 199,962,991 23,972 17,182 17,475 (422) 1,945 (1,532) (170)
Net iNCOME ..o — — — 13,807 — — — —
DIVIAENAS ..o — — — (698) — — — —
Bonuses to directors .......cc.coceveveeenn. — — — 2) — — — —
Net change in land
revaluation reserve ..........cccceeeeen.... — — — — (325) — — —
Net change in unrealized
holding gain on securities ............ — — — — — 2,327 — —
Net change in
translation adjustments ................ — — — — — — 1,402 —
Net change arising from initial
consolidation of subsidiaries ........ — — — 122 — — — —
Net change in treasury stock ........... — — — — — — — (184)
Balance at March 31, 2006 .......... 199,962,991 ¥23,972 ¥17,182 ¥30,704 ¥(747) ¥4,272 ¥ (130) ¥ (354)
Thousands of U.S. dollars (Note 1)
Number of Unrealized
issued Land holding
shares of Common Capital Retained revaluation gainon  Translation  Treasury
common stock  stock surplus earnings reserve securities adjustments  stock
Balance at March 31, 2005 .......... 199,962,991 $204,889 $146,855 $149,359 §(3,607) $16,624 $(13,094) $(1,453)
Net iNnCOMe .....coovvviiicicieeiee — — — 118,009 — — — —
DIVIAeNdS ..o — — — (5,966) — — — —
Bonuses to directors ........cccocveeeveei.. — — — (17) — — — —
Net change in land
revaluation reserve .........c.ccceeevvee.. — — — — (2,778) — — —
Net change in unrealized
holding gain on securities ............ — — — — — 19,889 — —
Net change in
translation adjustments ................ — — — — — — 11,983 —
Net change arising from initial
consolidation of subsidiaries ........ — — — 1,042 — — — —
Net change in treasury stock ........... — — — — — — — (1,573)
Balance at March 31, 2006 .......... 199,962,991 $204,889 $146,855 $262,427 $(6,385) $36,513 $ (1,111) $(3,026)

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

ASICS Corporation and Consolidated Subsidiaries
Years ended March 31, 2006 and 2005

Thousands of

U.S. dollars
Millions of yen (Note 1)
2006 2005 2006
Operating activities:
Income before income taxes and MINOFity INTErESES .......cooiiiiiieiiceese s ¥17,367 ¥10,753 $148,436
Adjustments to reconcile net income before income taxes and
minority interests to net cash provided by operating activities:
Depreciation and amortization .............ccoooioioiiiiiiiiice 1,370 1,185 11,709
Increase (decrease) in allowance for doubtful receivables ............... 556 (507) 4,752
(Decrease) increase in accrued retirement benefits for employees ................... (567) 58 (4,846)
Increase in accrued retirement benefits for directors and corporate auditors .. 561 — 4,795
(Decrease) increase in allowance for loss on business restructuring ................. (200) 200 (1,709)
Gain on sales of INVeStMEeNtS IN SECUTTIES .......c.eoe oot (423) — (3,615)
Interest and dividend INCOME ..o e (687) (494) (5,872)
Interest expense ... 478 521 4,085
Equity in earnings of affiliates ... (398) (417) (3,402)
(@1 a =T A o V<] AT 465 301 3,974
(Increase) decrease in operating assets:
Notes and accounts reCeIVabIe ..........c.ccoiiiiiieici e (4,603) (1,672) (39,342)
Inventories (3,567) 95 (30,487)
Other OPErating @SSETS ......oviviuiieiieieiee ettt (1,570) 257 (13,419)
Increase (decrease) in operating liabilities:
Notes and acCoUNtS PAYADIE ........oovoiiiiieceieee e 661 264 5,650
Accrued consumption taxes .. 40 (169) 342
Other operating liabilities ....... 1,135 (783) 9,701
Bonuses to directors (2) (8) 17)
Subtotal .......cococeeiii 10,616 9,584 90,735
Interest and dividends received . 817 607 6,983
INEEIEST PAIT ...ttt (502) (530) (4,291)
[NCOME TAXES PAI ..ottt (5,946) (3,446) (50,820)
Net cash provided by operating actiVities ... 4,985 6,215 42,607
Investing activities:
Purchases of time deposits included in short-term investments ...........cccccooeevviiieieieieeenn. (100) (215) (855)
Proceeds from time deposits withdrawn ............ccooeeveviieveecnen. 0 2 0
Purchases of property, plant and equipment...........c.ccccee... (2,274) (1,221) (19,436)
Proceeds from sales of property, plant and equipment .......... 493 382 4,214
Purchases of intangible @SSEtS ........oovoiiiiiiciceeee e (842) — (7,197)
(Increase) decrease in securities included in short-term investments ...............cccccocoeeeennn. (163) 440 (1,393)
Purchases of investments in SECUTItIES .........cooveoveeeeeeeeeeee e (692) (228) (5,914)
Proceeds from sales and redemption of investments in securities .............ccccccooveveveveenenn. 1,881 1,025 16,077
Net (increase) decrease in short-term loans receivable ... 4) 417 (34)
Long-term loans receivable made ............cccococevveeieiennnnn (131) (306) (1,120)
Collection of long-term loans receivable . 154 59 1,316
OB, N ettt (587) (405) (5,017)
Net cash used in iNVeStING ACHIVITIES .......coovoviiviiiciceciccee s (2,265) (50) (19,359)
Financing activities:
Net increase (decrease) in short-term bank loans 3,702 (2,037) 31,641
Proceeds from long-term loans ...........c.cccccceevevnen. 2,749 3,080 23,496
Repayment of long-term loans ... (2,421) (2,904) (20,692)
Repayment of bond ................... (3,000) — (25,641)
PUrchases Of treasury STOCK ...........cccoiiiiiiiieieieieeee e (184) (2,885) (1,573)
Cash dividends paid to the Company's shareholders .............cccocoiiiiiiiiiiiii (689) (511) (5,889)
Cash dividends paid to minority interests (591) (57) (5,051)
ONBT, NMET ettt (130) (112) (1,111)
Net cash used in fiNaNCiNg aCtIVILIES .......ocooiiiiiiiiiiiiic e (564) (5,426) (4,820)
Effect of exchange rate changes on cash and cash equivalents 227 79 1,940
Net increase in cash and cash equivalents .....................c.ccocooiiiiiiiiiccc 2,383 818 20,368
Cash and cash equivalents at beginning of year ... 9,366 8,498 80,051
Increase in cash and cash equivalents arising from
initial consolidation of a subsidiary ... 306 50 2,615
Cash and cash equivalents atend of year ... ¥12,055 ¥ 9,366 $103,034

See accompanying notes to consolidated financial statements.



| Notes to Consolidated Financial Statements |

ASICS Corporation and Consolidated Subsidiaries
Years ended March 31, 2006 and 2005

B easis of prepararion

ASICS Corporation (the “Company”) and its domestic consolidated subsidiaries maintain their books of account in con-
formity with accounting principles generally accepted in Japan, and its overseas subsidiaries, in conformity with those of
their countries of domicile.

The accompanying consolidated financial statements of the Company and consolidated subsidiaries are prepared on
the basis of accounting principles generally accepted in Japan, which are different in certain respects as to the application
and disclosure requirements of International Financial Reporting Standards, and are compiled from the consolidated finan-
cial statements prepared by the Company as required by the Securities and Exchange Law of Japan.

The U.S. dollar amounts in the accompanying consolidated financial statements have been translated from yen
amounts solely for convenience and, as a matter of arithmetic computation only, at ¥117=U.5.$1.00, the rate of
exchange prevailing on March 31, 2006. This translation should not be construed as a presentation that the yen amounts
have been, could have been, or could in the future be, converted into U.S. dollars at the above or any other rate.

BEM summary of Significant Accounting Poliies

(a) Principles of consolidation
The accompanying consolidated financial statements include the accounts of the Company and significant companies
which it controls directly or indirectly. All significant intercompany transactions and accounts have been eliminated in
consolidation. The overseas consolidated subsidiaries are consolidated on the basis of fiscal years ending December
31, which differs from the balance sheet date of the Company. As a result, adjustments have been made for any sig-
nificant intercompany transactions which took place during the period between the year ends of these overseas con-
solidated subsidiaries and the year end of the Company.

The investment in one affiliate, ASICS Trading Co., Ltd., over which the Company exercises significant influence in
terms of its operating and financial policies, is accounted for by the equity method. The Company includes its share in
the net income or loss of this company in consolidated net income and records its investment at cost as adjusted for
its share in the net income or loss and for any cash dividends received.

All assets and liabilities of the consolidated subsidiaries are revalued on acquisition, if applicable. The difference, not
significant in amount, between the cost of investments in subsidiaries and the equity in their net assets at the dates of
acquisition is amortized over a period of 5 years on a straight-line basis, except that immaterial amounts are charged
to income as incurred.

Other subsidiaries and affiliates are not significant in terms of their total assets, net income or loss, and retained
earnings. Accordingly, these other subsidiaries and affiliates have not been consolidated nor are they accounted for by
the equity method. Investments in such subsidiaries and affiliates are stated at cost.

(b) Foreign currency translation
All monetary assets and liabilities denominated in foreign currencies are translated into yen at the rates of exchange in
effect at the balance sheet date and gain or loss on each translation is credited or charged to income. Revenue and
expense items arising from transactions denominated in foreign currencies are generally translated into yen at the
rates in effect at the respective transaction dates. Foreign exchange gain or loss is credited or charged to income in
the period in which the gain or loss is recognized for financial reporting purposes.

The financial statements of the overseas consolidated subsidiaries are translated into yen at the rates of exchange in
effect at the balance sheet date except that the components of shareholders’ equity are translated at their historical
exchange rates.

(c) Cash and cash equivalents
Cash and cash equivalents consist of cash on hand, deposits with banks withdrawable on demand, and short-term
investments which are readily convertible into cash subject to an insignificant risk of any change in their value and
which were purchased with an original maturity of three months or less.
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(d) Securities

Marketable securities classified as other securities are carried at fair value with any changes in unrealized holding gain
or loss, net of the applicable income taxes, reported as a separate component of shareholders’ equity. Cost of securi-
ties sold is determined by the moving-average method. Non-marketable equity securities classified as other securities
are stated at cost determined by the moving-average method. Non-marketable debt securities classified as other
securities are stated at their amortized cost.

(e) Inventories

()

Inventories are stated principally at cost determined by the first-in, first-out method.

Property, plant and equipment

The Company and its domestic consolidated subsidiaries compute depreciation of property, plant and equipment by
the declining-balance method over the useful lives of the respective assets, except that the straight-line method is
applied to buildings (other than structures attached to the buildings) acquired on or subsequent to April 1, 1998.
Overseas consolidated subsidiaries compute depreciation of property, plant and equipment by the straight-line
method over the useful lives of the respective assets. Significant renewals and additions are capitalized at cost.
Maintenance and repairs are charged to income as incurred.

(9) Impairment of fixed assets

Effective April 1, 2004, the Company and its consolidated subsidiaries adopted a new accounting standard for the
impairment of fixed assets as early adoption of this standard was permitted effective the year ended March 31, 2004.
As a result of the adoption of this standard, a loss on impairment of fixed assets in the amount of ¥64 million was
recognized and included in “Other, net,” a component of other expenses in the consolidated statement of income for
the year ended March 31, 2005, and income before income taxes and minority interests for the year ended March 31,

2005 decreased by the same amount.
The loss on these impaired assets has been deducted directly from the carrying amounts of the respective assets in
the consolidated balance sheet at March 31, 2005.

(h) Allowance for doubtful receivables

0]

@

The Company and its domestic consolidated subsidiaries provide an allowance for doubtful receivables at an amount
calculated based on their historical experience of bad debts on ordinary receivables plus an additional estimate of
probable specific bad debts from customers experiencing financial difficulties.

The overseas consolidated subsidiaries provide an allowance for doubtful receivables at an amount calculated based
on probable specific bad debts from their customers.

Retirement benefits for employees

Accrued retirement benefits for employees are provided principally at an amount calculated based on the retirement
benefit obligation and the fair value of the pension plan assets as adjusted for unrecognized actuarial gain or loss. The
retirement benefit obligation is attributed to each period by the straight-line method over the estimated remaining
years of service of the eligible employees.

The net retirement benefit obligation at transition is amortized by the straight-line method over 15 years.

Past service cost is amortized by the straight-line method over the period within the estimated average remaining
years of service of the eligible employees. Amortization is deducted from retirement benefit expenses.

Actuarial gain or loss is amortized in the year following the year in which the gain or loss is recognized, principally
by the straight-line method, which falls within the estimated average remaining years of service of the eligible
employees.

Retirement benefits for directors and corporate auditors

Up to the year ended March 31, 2005, the Company and its consolidated subsidiaries charged retirement benefits to
directors and corporate auditors directly to income when they were paid. Effective the year ended March 31, 2006,
the liability for the payment of retirement benefits to directors and corporate auditors has been accrued and recog-
nized in the consolidated balance sheets at the aggregate amount of retirement benefits payable to directors and cor-
porate auditors, pursuant to internal corporate by-laws.



In recent years, the accounting policy of providing an accrual for retirement benefits for directors and corporate
auditors has gained wider acceptance. Defining this common accounting practice for the Company and its consolidat-
ed subsidiaries and distributing retirement benefit expenses over the period in which directors and corporate auditors
remain in office will ensure a more appropriate interperiod allocation of income/loss and enhance the financial posi-
tion of the Company and its consolidated subsidiaries.

As a result of this change in method of accounting, operating income and income before income taxes and minori-
ty interests decreased by ¥61 million ($521 thousand) and ¥561 million ($4,795 thousand), respectively, from the
amounts which would have been reported if the previous accounting policy had been applied.

(k) Allowance for loss on business restructuring
A domestic consolidated subsidiary has provided an allowance for loss on business restructuring at an estimate of
anticipated future losses on the restructuring of its lifestyle sports apparel business.

() Leases
Finance leases other than those which transfer the ownership of the leased property to the lessee are accounted for
as operating leases.

(m)Research and development costs and computer software
Research and development costs are charged to income as incurred. Expenditures relating to computer software
developed for internal use are charged to income as incurred, except if the software is expected to contribute to the
generation of future income or to cost savings. Such expenditures are capitalized as assets and amortized by the
straight-line method over their estimated useful lives, generally a period of 5 years.

(n) Income taxes
Deferred income taxes are provided for temporary differences between the balances of assets and liabilities reported
for financial purposes and the corresponding balances for tax reporting purposes.

(o) Business scale taxation
In accordance with the law on amendment of local tax laws and so forth, effective April 1, 2004, business scale taxa-
tion went into effect. A domestic corporation with capital in excess of ¥100 million is subject to business scale taxa-
tion on the basis of the total amount of value added, the size of its capital and its taxable income. Based on this
accounting standard, the Company and certain of its domestic consolidated subsidiaries have accounted for business
scale taxation with respect to the value added and capital as a component of selling, general and administrative
expenses. Consequently, selling, general and administrative expenses for the year ended March 31, 2005 increased by
¥157 million and operating income and income before income taxes and minority interests for the year ended March
31, 2005 decreased by ¥157 million.

(p) Derivatives and hedging activities
Derivatives positions are carried at fair value with any changes in unrealized gain or loss charged or credited to opera-
tions, except for those which meet the criteria for deferral hedge accounting under which unrealized gain or loss is
deferred as an asset or a liability. Receivables and payables hedged by qualified forward foreign exchange contracts
are translated at the corresponding foreign exchange contract rates. Interest-rate swaps which meet certain condi-
tions are accounted for as if the interest rates applied to the swaps had originally applied to the underlying debt.

(q) Appropriation of retained earnings
Under the Commercial Code of Japan, the appropriation of retained earnings with respect to a given financial period
is made by resolution of the shareholders at a general meeting held subsequent to the close of the financial period.
The accounts for that period, therefore, do not reflect such appropriations. Refer to Note 17.

ASICS Corporation
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n Short-Term Investments and Investments in Securities _

Information regarding other securities with determinable market value at March 31, 2006 and 2005 is summarized
as follows:

Millions of yen Thousands of U.S. dollars
2006 2005 2006
Acquisition  Carrying  Unrealized Acquisition  Carrying  Unrealized Acquisition ~ Carrying  Unrealized
costs value gain (loss) costs value gain (loss) costs value gain (loss)
Securities whose
carrying value exceeds
their acquisition costs:
Equity securities .......... ¥3,031 ¥9,635 ¥6,604 ¥3,049 ¥5894 ¥23845 $25,906 $82,350 $56,444
Other oo, 399 779 380 579 930 351 3,410 6,658 3,248
Subtotal .......ccccoeviene. 3,430 10,414 6,984 3,628 6,824 3,196 29,316 89,008 59,692
Securities whose carrying
value does not exceed
their acquisition costs:
Equity securities .......... 4 4 (0) 5 5 0) 34 34 (0)
Corporate bonds ........ 607 552 (55) 607 566 (41) 5,188 4,718 (470)
Subtotal .......ccccovienen. 611 556 (55) 612 571 (41) 5,222 4,752 (470)
Total oo ¥4,041 ¥10,970 ¥6,929 ¥4,240 ¥7,395 ¥3,155 $34,538 $93,760 $59,222

The amount of gain and loss on sales of investments in securities for the year ended March 31, 2006 is summarized

as follows:
Thousands of

Millions of yen U.S. dollars
TOTAl SAIES .. e ¥1,301 $11,120
GIOSS GAIN ON SAIES <.ttt 423 3,615
GrOSS 10SS ON SAIES ...t 0 0

The carrying value of other securities without determinable market value at March 31, 2006 and 2005 is presented

as follows:
Thousands of

Millions of yen U.S. dollars

2006 2005 2006
Money trusts in commingled fUNAS ... ¥1,169 ¥1,006 $ 9,991
Unlisted equity SECUNtI€S .....ooveviiiieiicieie 672 676 5,744
Unlisted preferred investment certificates — 500 —
¥1,841 ¥2,182 $15,735

At March 31, 2006, the redemption schedule for other securities by maturity date was as follows:

Millions of yen Thousands of U.S. dollars
Due after  Due after Due after  Due after
Duein oneyear five years Duein oneyear five years
one year through through Due after  one year through through Due after
or less five years  tenyears  ten years or less five years  tenyears  ten years
Corporate bonds ....................... ¥— ¥— ¥85 ¥ — $— $— $726 $ —
Beneficial securities in
investment trusts ................... — — — 108 — — — 923
¥— ¥— ¥85 ¥108 $— $— $726 $923




Il nentories |

The following is a summary of inventories at March 31, 2006 and 2005:
Thousands of

Millions of yen U.S. dollars

2006 2005 2006
FINISNE PrOAUCES ..o ¥30,110 ¥25,746 $257,351
WVOTK 1N PIOCESS .ot 287 285 2,453
Raw materials and SUPPHES ......ooviiieiie e 1,728 1,740 14,769
¥32,125 ¥27,771 $274,573

BEE Loss on Impairment of Fixed Assets [

The Company and consolidated subsidiaries group business assets in use for the manufacture and sale of sporting goods

into manufacturing-related assets and sales-related assets. Idle property is grouped at each property unit. The head office
building and others are grouped as one common asset group. The Company and its consolidated subsidiaries wrote down
the carrying value of 4 pieces of idle property, including leasehold rights to land beside Lake Yamanaka, to their respective

recoverable amounts during the year ended March 31, 2005 as follows:
Millions of yen

o TSSO PP SRS TPO PR ¥19
Buildings and structures 13
Land leasehold rights included in Other @SSETS ..o 32

¥64

The recoverable amounts of idle property presented in the above table were calculated at an estimate of their net real-
izable value based on similar valuations in other actual comparable real estate transactions.

B StortTerm Bank Loans and Long-Term Debr [

The average annual interest rates on short-term bank loans were 2.9% and 1.9% at March 31, 2006 and 2005, respectively.
Long-term debt at March 31, 2006 and 2005 consisted of the following:

Thousands of

Millions of yen U.S. dollars

2006 2005 2006
2.56% yen secured bonds, due 2005 ..ot ¥ —_ ¥ 3,000 $ —
2.74% yen secured bonds, due 2006 ...........cooeeiiiiiiiiiiieieeee 2,000 2,000 17,094
1.22% yen unsecured bonds, due 2008 ...........cccooeiiiiiiiiiiieeeee e 1,600 1,600 13,675
1.12% yen unsecured bonds, due 2008 ...........ccocoooiieiiiiiiieeeeeeee e 800 800 6,838
1.60% yen unsecured bonds, due 2008 ...........c.ccooiiviiieieeeeeeeeeee e 800 800 6,838
Unsecured loans primarily from banks, due 2007 through 2013,

at interest rates ranging from 0.3% 10 5.3% ..c.ccooeoiviiiiiieice 5,949 5,580 50,845
11,149 13,780 95,290

Current portion of long-term debt ...........ccccooooeiiiiiiiiice e, (3,721) (5,421) (31,803)

¥ 7,428 ¥ 8,359 $ 63,487

ASICS Corporation 1 3
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The aggregate annual maturities of long-term debt subsequent to March 31, 2006 are summarized as follows:

Thousands of

Years ending March 31, Millions of yen U.S. dollars
2007 ettt ettt e et ettt et e te e te e enee e ¥ 3,721 $31,803
2008 ettt ettt ettt et e et 3,984 34,051
2009 ettt 744 6,359
200 ettt 446 3,812
O I SO OURRURRTURROt 674 5,761
20712 AN ThEIATIET ..o e, 1,580 13,504

¥11,149 $95,290

Assets pledged at March 31, 2006 as collateral for bonds of ¥2,000 million ($17,094 thousand) due within one year
are summarized as follows:

Thousands of
Millions of yen U.S. dollars

AN et ¥1,531 $13,085
............................................................................... 769 6,573
¥2,300 $19,658

Retirement eneries |

The Company and its domestic consolidated subsidiaries have defined benefit plans, i.e., welfare pension fund plans
("WPFPs"), tax-qualified pension plans and lump-sum payment plans, covering substantially all employees who are enti-
tled to lump-sum or annuity payments, the amounts of which are determined by reference to each retiree’s position and
basic salary at termination as well as length of service and other factors.

The following table sets forth the funded and accrued status of the defined retirement benefit plans of the Company

and its domestic consolidated subsidiaries at March 31, 2006 and 2005:
Thousands of

Millions of yen U.S. dollars
2006 2005 2006
Retirement benefit obligation ... ¥(14,970) ¥(14,702) $(127,949)
Plan assets at fair ValUe ..o 7,106 5,380 60,735
Unfunded retirement benefit obligation ..........c.cooeiiiiiiiiiiie e (7,864) (9,322) (67,214)
Unrecognized net retirement benefit at transition ............ccccococeeiiiivieceiccee 1,932 2,172 16,513
Unrecognized actuarial 10SS ..o 1,074 2,306 9,180
Unrecognized past SErVICE COST ..o (1,758) (2,344) (15,026)
Prepaid retirement Denefits ..o (3) — (26)
Accrued retirement DENETITS ... ¥ (6,619) ¥ (7,188) $ (56,573)

As permitted under the accounting standard for retirement benefits, the domestic consolidated subsidiaries calculate
their retirement benefit obligation by simplified methods.



The components of retirement benefit expenses for the years ended March 31, 2006 and 2005 are outlined as follows:

Thousands of

Millions of yen U.S. dollars
2006 2005 2006

SEIVICE COST .o, ¥ 648 ¥1,101 $ 5,539
INTEIEST COST .ottt 286 269 2,444
Expected return on plan @SSets ..o (110) (93) (940)
Amortization of net retirement benefit obligation at transition ...........c.cccco... 127 127 1,086
Recognized net actuarial 10SS ...........cocvoviiioieee e 295 282 2,521
Recognized past SErVICE COSt ..o (586) (586) (5,009)
¥ 660 ¥1,100 $ 5,641

The retirement benefit expenses of the domestic consolidated subsidiaries have been calculated by simplified methods

and are included in service cost in the above table.
The assumptions used in accounting for the retirement benefit plans for the years ended March 31, 2006 and 2005

were as follows:

2006 2005
DISCOUNT FATE .ottt 2.5% 2.5%
2.5% 2.5%

Expected rate of return on Plan @SSETS ..o

B --s-s [

The Company and its consolidated subsidiaries lease machinery and equipment and other assets. The following pro forma
amounts represent the acquisition costs (including the interest portion), accumulated depreciation and net book value of
the leased assets at March 31, 2006 and 2005, which would have been reflected in the balance sheets if finance lease
accounting had been applied to the finance leases currently accounted for as operating leases.

Millions of yen Thousands of U.S. dollars
2006 2005 2006

Acquisition Accumulated Net book — Acquisition Accumulated Net book — Acquisition Accumulated Net book

costs  depreciation  value costs  depreciation  value costs  depreciation  value
Buildings and structures .... ¥1,445 ¥ 24 ¥1,421 ¥ — ¥ — ¥ — $12,350 $ 205 $12,145
Machinery and equipment 2,036 852 1,184 1,944 1,060 884 17,402 7,282 10,120
Other assets .........ccccoevevn. 399 203 196 378 149 229 3,410 1,735 1,675
Total oo ¥3,880 ¥1,079 ¥2,801 ¥2,322 ¥1,209 ¥1,113 $33,162 $9,222 $23,940

Lease payments relating to finance leases accounted for as operating leases amounted to ¥580 million ($4,957 thousand)
and ¥504 million for the years ended March 31, 2006 and 2005, respectively. These amounts were equal to the depreciation
of the leased assets computed by the straight-line method over the respective lease terms assuming a nil residual value.

Future minimum payments (including the interest portion thereon) subsequent to March 31, 2006 under finance leases
other than those which transfer the ownership of the leased property to the Company and its consolidated subsidiaries

are summarized as follows:
Thousands of

Millions of yen U.S. dollars
DUE WIthiN ONE VAN ...ttt ¥ 620 $ 5,299
Due after one year 2,181 18,641
TOTAI ettt ¥2,801 $23,940

ASICS Corporation 15



BEM Derivatives and Hedging Activities |

Derivative financial instruments are utilized by the Company and its consolidated subsidiaries (the “Group”) principally in
order to manage risk arising from adverse fluctuation in foreign currency exchange rates and interest rates. The Group
does not hold or issue derivatives for speculative trading purposes.

The Group is exposed to market risk arising from their forward foreign exchange contracts, currency swaps, currency
options, interest-rate swaps and interest-rate options. The Group is also exposed to the risk of credit loss in the event of
nonperformance by the counterparties to these derivatives transactions; however, the Group does not anticipate nonper-
formance by any of these counterparties, all of whom are international financial institutions with high credit ratings.

The open interest-rate-related derivatives positions at March 31, 2006 and 2005 were as follows:

Millions of yen Thousands of U.S. dollars
2006 2005 2006
Notional Unrealized Notional Unrealized Notional Unrealized
amount loss amount gain amount loss
CUITeNCy OPHIONS: ....o.vveceeeeeeeeeeeeeeeeeeeeeeeen ¥1,851 ¥(8) Y — ¥ —  $15,821 $ (68)
Interest-rate swaps:
Variable-rate into fixed-rate obligations ............. 2,000 (20) 2,000 14 17,094 (171)
Interest-rate options:
Interest-rate caps sOId ......cccoovveeiiiieieieee — — 750 — — —

Disclosure of the corresponding information on derivatives which qualified for hedge accounting has been omitted.

Contingent Liabilities |

At March 31, 2006, contingent liabilities of one domestic consolidated subsidiary for trade notes receivable sold to a
financial institution amounted to ¥1,096 million (39,368 thousand).

Research and Development Costs |

Research and development costs included in product manufacturing costs and in selling, general and administrative
expenses for the years ended March 31, 2006 and 2005 amounted to ¥532 million ($4,547 thousand) and ¥494 million,
respectively.

shareholders’ Equity |
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The Commercial Code of Japan (the “Code”) provides that an amount equivalent to at least 10% of cash dividends and
bonuses paid to directors and corporate auditors, and exactly 10% of interim cash dividends paid be appropriated to the
legal reserve until the sum of additional paid-in capital and the legal reserve equals 25% of common stock. The Code also
provides that neither additional paid-in capital nor the legal reserve is 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. The Code further stipulates that, to the extent that the sum of the additional paid-in capital account
and the legal reserve exceeds 25% of the common stock account, the amount of any such excess is available for appro-
priation by resolution of the shareholders. Additional paid-in capital is included in capital surplus and the legal reserve is



included in retained earnings in the accompanying consolidated balance sheets and consolidated statements of share-
holders’ equity. The Company'’s legal reserve included in retained earnings was nil at March 31, 2006 and 2005.

The new Corporation Law of Japan (the “Law"), which superseded most of the provisions of the Commercial Code of
Japan, went into effect on May 1, 2006. The Law stipulates similar requirements on distributions of earnings to those of
the Code. Under the Law, however, such distributions can be made at any time by resolution of the shareholders, or by
the Board of Directors if certain conditions are met.

BEN ncome Taxes [

Income taxes applicable to the Company and its domestic consolidated subsidiaries consist of corporation, inhabitants’
and enterprise taxes. The statutory tax rate in Japan for the years ended March 31, 2006 and 2005 was, in the aggregate,
approximately 40.5%. The effective tax rates reflected in the consolidated statements of income for the years ended
March 31, 2006 and 2005 differ from the above statutory tax rate for the following reasons:

2006 2005
STATUTONY TAX TATE: ettt 40.5 % 40.5 %
Permanently non-deductible EXPENSES .........c.ciiiiiiiieeee e 0.3 1.2
Permanently non-taxable INCOME ..o (0.0) (1.7)
Changes in valuation allOWaNCEe ..........cooiivieeeiecee e (21.9) (1.6)
Tax rate differences at overseas consolidated subsidiaries ............c.ocoeeveeeeeccieceeeeee e (3.2) (4.6)
Allowance for doubtful reCeIVaBIES ...........ooe e 1.0 (1.6)
Equity in earnings of an affiliate ... (0.7) (1.1)
Ot e e e (0.3) (0.2)
EFfRCHIVE TAX TATES ..o 15.7 % 30.9 %

Deferred income taxes reflect the net tax effect of the temporary differences between the carrying amounts of the
assets and liabilities for financial reporting purposes and the corresponding amounts for income tax purposes. The signifi-
cant components of the deferred tax assets and liabilities of the Company and consolidated subsidiaries at March 31,

2006 and 2005 are summarized as follows:
Thousands of

Millions of yen U.S. dollars
2006 2005 2006

Deferred tax assets:

INVENTOTIES ... ¥ 1,271 ¥ 1,021 $ 10,863

Allowance for doubtful receivables ..............cocooiioiiieee 839 581 7,171

Allowance for employees’ DONUSES .............ooeiiiiieiieiiiceeee e, 712 572 6,085

Accrued retirement benefits for employees ...........cccooovevieiviceiiiiee, 2,586 2,563 22,103

Tax loss carryforwards 981 1,940 8,385

OO e 1,949 2,231 16,658
Gross deferred taX ASSETS ... e 8,338 8,908 71,265
Less valuation allowance .... (2,690) (5,552) (22,991)
Total deferred TaX @SSETS ......ve oot 5,648 3,356 48,274
Deferred tax liabilities:

Unrealized holding gain 0N SECUMLIES ........cooiiiiiiieceeee e 2,806 1,278 23,983

(@4 1] SO URTOTRTRTRTTR 495 175 4,231
Total deferred tax liabilitieS .......o.vooeeoe e, 3,301 1,453 28,214
NEt deferred 1AX @SSETS ... .veiereeee et ¥ 2,347 ¥ 1,903 $ 20,060

ASICS Corporation 17/



Land Revaluation |

At March 31, 2002, ASICS Trading Co., Ltd., an affiliate of the Company, revalued its land held for business use. The dif-
ference on land revaluation was accounted for as land revaluation reserve under shareholders’ equity and was calculated

at the Company’s share of the net amount of the relevant tax effect.

amounts per share |

Amounts per share at March 31, 2006 and 2005 and for the years then ended were as follows:

Yen U.S. dollars
2006 2005 2006
INET @SSEES ..ttt ¥375.79 ¥293.17 $3.21
Net income:
B C e 69.02 34.39 0.59
Cash dividends applicable to the year ... 6.00 3.50 0.05

The amount per share of net assets has been computed based on the net assets available for distribution to sharehold-
ers of common stock and the number of shares of common stock outstanding at the year end. Net income per share has
been computed based on the net income available for distribution to shareholders of common stock and the weighted-
average number of shares of common stock outstanding during the year. Diluted net income per share has not been pre-

sented because there were no potentially dilutive shares at March 31, 2006 and 2005.

Cash dividends per share represent the cash dividends proposed by the Board of Directors as applicable to the respec-

tive years.

segment Information |
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(1) Business Segments

The Company and its consolidated subsidiaries are primarily engaged in the manufacture and sale of sporting goods
in Japan and overseas. As most of the consolidated net sales were related to sports and leisure-related products, the

disclosure of business segment information has been omitted.
(2) Geographical Segments

The domestic and overseas operations of the Group for the years ended March 31, 2006 and 2005 are summarized

as follows:
Millions of yen
2006
Eliminations
United States Other and

Japan of America Europe areas Total corporate Consolidated

Net sales:
Sales to CUStOMErs ........ccocoveveieinnn. ¥81,427 ¥32,170 ¥51,502 ¥5,937 ¥171,036 ¥ —  ¥171,036
Intersegment ......ccovoeeeniecicnns 4,860 10 11 697 5,578  (5,578) —
Total sales ......ccovoveeeieeeeee 86,287 32,180 51,513 6,634 176,614 (5,578) 171,036
Operating expenses .........c.cccoveevveennne. 82,379 29,476 42,663 5,131 159,649 (5,057) 154,592
Operating inCOmMe .......cccooveevecieeen. ¥ 3,908 ¥ 2,704 ¥ 8,850 ¥1,503 ¥16,965 ¥(521) ¥ 16,444
Total @ssets ..o ¥89,564 ¥15,250 ¥31,331 ¥6,136 ¥142,281 ¥(1,666) ¥140,615



Millions of yen

2005
Eliminations
United States Other and

Japan of America Europe areas Total corporate Consolidated

Net sales:
Sales to customers ......cccoveveveenceenn. ¥79,065 ¥23,486 ¥39,519 ¥4,609 ¥146,679 ¥ —  ¥146,679
Intersegment ... 3,646 7 8 1,211 4,872 (4,872) —
Total sales .....oveveieeeeeeeeeeee 82,711 23,493 39,527 5,820 151,551 (4,872) 146,679
Operating exXpenses .........cccccoevreeeneenn. 79,881 22,248 34,537 4,662 141,328 (4,544) 136,784
Operating inCOmMe .......cccoovevrieiie ¥ 2,830 ¥ 1,245 ¥ 4,990 ¥1,158 ¥ 10,223 ¥ (328) ¥ 9,895
Total @ssets .....c.covevveveiecieccceee ¥90,168 ¥ 9,186 ¥21,101 ¥3,830 ¥124,285 ¥(1,697) ¥122,588

Thousands of U.S. dollars
2006
Eliminations
United States Other and

Japan of America Europe areas Total corporate Consolidated

Net sales:
Sales to CUStOMErs .......cocveveveecienan $695,957 $274,957 $440,188 $50,744 $1,461,846 $ — $1,461,846
Intersegment ......ccoooioeiiiiieins 41,539 85 924 5,957 47,675 (47,675) —
Total sales .....ovoveicieeieeeeee 737,496 275,042 440,282 56,701 1,509,521 (47,675) 1,461,846
Operating exXpenses .........cccccoevrernnnne 704,094 251,931 364,641 43,855 1,364,521 (43,222) 1,321,299
Operating iNCOME .......cocooveeveeererenn, $ 33402 $ 23,111 $ 75,641 $12,846 $ 145,000 $ (4,453) $ 140,547
Total assets .....ccoveeveveeicieeeeeeee $765,504 $130,342 $267,786 $52,445 $1,216,077 $(14,239) $1,201,838

(3) Overseas Sales
Overseas sales, which include export sales of the Company and its domestic consolidated subsidiaries and sales (other
than exports to Japan) of the overseas consolidated subsidiaries, for the years ended March 31, 2006 and 2005 are

summarized as follows:
Thousands of

Millions of yen U.S. dollars
2006 2005 2006
Overseas sales:
NOITN AMEIICA ... ¥ 31,684 ¥ 23,448 $ 270,803
BUIODE .ot 51,070 39,103 436,496
OFNOI AIEAS ... 9,324 6,685 79,692
o] 7= RSSO ¥ 92,078 ¥ 69,276 $ 786,991
CoNSONAGLEA NET SAIES ..ot ¥171,036 ¥146,679 $1,461,846
Overseas sales as a percentage of consolidated net sales:
NOMN AMEIICA ... 18.5% 16.0%
BUNODE e 29.9 26.7
OFNEI @IEAS ... e 5.4 45
o] 7= OO 53.8% 47.2%

ASICS Corporation
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subsequent Event |

The following appropriation of retained earnings of the Company, which has not been reflected in the accompanying
consolidated financial statements for the year ended March 31, 2006, was approved at a meeting of the shareholders of
the Company held on June 23, 2006:

Thousands of

Millions of yen U.S. dollars
Cash dividends (¥6.00=U.S5.$0.05 PEr ShAre) ........cccovoviiiiiiieiiiieeeeee e ¥1,195 $10,214
BONUSES 10 AIMECLOIS ... e, 44 376
BONUSES 10 COPOrate @UAITONS ...ttt 5 43




Report of Independent Auditors |

The Board of Directors
ASICS Corporation

We have audited the accompanying consolidated balance sheets of ASICS Corporation and consolidated sub-
sidiaries as of March 31, 2006 and 2005, and the related consolidated statements of income, shareholders’ equity,
and cash flows for the years then ended, all expressed in yen. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial state-
ments are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement presen-
tation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of ASICS Corporation and consolidated subsidiaries at March 31, 2006 and 2005, and the con-
solidated results of their operations and their cash flows for the years then ended in conformity with accounting
principles generally accepted in Japan.

Supplementary Information

As described in Note 2(j), effective the year ended March 31, 2006, the Company and consolidated subsidiaries
changed their accounting policy for retirement benefits for directors and corporate auditors from charging them
to income as paid, to recording accrued retirement benefits for directors and corporate auditors at the aggregate
amount of retirement benefits payable pursuant to their internal corporate by-laws.

As described in Note 2(g), the Company and its domestic consolidated subsidiaries adopted a new accounting
standard for the impairment of fixed assets effective the year ended March 31, 2005 as early adoption of this
standard was permitted.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended
March 31, 2006 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 1.

Wﬁz)/w»r Shin/ Vit

Osaka, Japan
June 23, 2006

ASICS Corporation
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