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Five-Year Consolidated Financial Highlights
ITOHAM FOODS INC. and Consolidated Subsidiaries

Thousands of

U.S. dollars
Millions of yen (Note 1)
Years ended or as of March 31 2004 2005 2006 2007 2008 2008
Net sales ¥492,661 ¥505,461 ¥517,275 ¥504,349 ¥517,951 $5,169,688
Cost of sales 386,664 402,429 420,571 404,803 415,427 4,146,392
Selling, general and administrative expenses 98,682 98,431 100,641 96,602 96,417 962,342
Operating income (loss) 7,315 4,601 (3,937) 2,944 6,107 60,954
Other income (expenses) (539) 3,108 (871) (1,995) (695) (6,937)
Income (loss) before income taxes and minority interests 6,776 7,709 (4,308) 949 5,412 54,017
Provision for income taxes
Current 2,425 1,034 1,151 1,274 2,340 23,355
Deferred 587 1,748 2,859 1,028 (1,388) (13,854)
Minority interests (67) (55) (53) (33) (64) (639)
Net income (loss) 3,697 4,872 (8,371) (1,386) 4,396 43,877
Net income (loss) per share (in yen and U.S. dollars) 17.59 23.38 (40.17) (6.65) 21.10 0.211
Total assets 229,400 237,866 243,050 244,804 233,667 2,332,239
Net assets (Note 3) 122,930 125,844 121,148 118,575 118,556 1,183,312
Ratio of equity to total assets (Note 3) 53.59% 52.91% 49.84% 48.16% 50.51%
Net assets per share (in yen and U.S. dollars, Note 3) 589.86 603.93 581.45 565.87 566.59 5.66
Return on assets (Note 2) 3.7% 2.8% (1.1)% 1.6% 2.9%
Return on equity (Note 3) 3.1% 3.9% (6.8)% (1.2)% 3.7%
Cash dividends 1,667 1,668 834 834 1,042 10,400
Payout ratio 45.1% 34.2% - - 23.7%
Cash flows from operating activities 9,108 3,804 (2,821) 17,746 13,221 131,959
Cash flows from investing activities (4,853) (5,354) (12,833) (2,271) (1,264) (12,616)
Cash flows from financing activities (2,281) (2,950) 5,670 (2,619) (7,357) (73,430)
Cash and cash equivalents at end of year 28,619 24,098 14,342 27,288 31,962 319,014

Notes 1: Dollar amounts represent translation of Japanese yen, for convenience only, at the rate of ¥100.19=US$1.00, the rate prevailing on March 31, 2008.

2: Return on assets is calculated by dividing ordinary income (loss), as recorded in the Japanese-language Consolidated Statements of Operations, by the
average of total assets at the start and end of the fiscal year.

3: Effective for the year ended March 31, 2007, the Company and its domestic consolidated subsidiaries adopted new accounting standards, “Accounting
Standard for Presentation of Net Assets in the Balance Sheet” (“Statement No. 5" issued by the Accounting Standards Board of Japan on December 9,
2005), and “the Implementation Guidance for the Accounting Standard for Presentation of Net Assets in the Balance Sheet” (“the Financial Accounting
Standard Implementation Guidance No. 8" issued by the Accounting Standards Board of Japan on December 9, 2005).

Net Sales Net Income (Loss)
(Millions of yen) (Millions of yen)

600,000 5,000

500,000 2,500

400,000 0

300,000 -2,500

200,000 -5,000

100,000 -7,500

0 =04 05 06 07’08 10000 50508

'07 ’08

Net Assets and Total Assets
(Millions of yen)

I Net Assets

Total Assets

250,000
200,000

150,000

100,000
50,000
0

04 05 06 07 ’08

Return on Equity
(%)

IS

&

8-



Itoham’s Management Policy

"Service to Society Through Business”

The Itoham Group will communicate the joy, fun and importance of “food” as the foundation of a healthy lifestyle

through the provision of products and services imbuing value.

» We practice rigorous compliance (adherence to corporate ethics) and highly transparent management, aiming to be

a company trusted by society.

« We will deliver safe and reliable products to customers.

« We will conduct corporate activities in an environmentally responsible manner.

« We believe that employees are an important asset of a company and therefore aim to create a lively and challeng-

ing workplace that emphasizes ability and results.

« We conduct activities in observance with all laws and ordinances and corporate regulations, and with a social conscience.

« We conduct free and vigorous discussions and implement decisions immediately, seeing them through to the end.

« We act voluntarily and constantly embrace new ideas without being constrained by convention.

« We practice the principle of individual responsibility based on an enduring spirit of being strong, ethical and reliable.
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Message from the President

4 )

Fiscal 2008 Business Results

In fiscal 2008, the fiscal year ended March 31, 2008, the Japanese economy continued to

expand gradually, led by strong capital investment in an environment of strong corporate

Chikara Kasai performance and increasing exports. However, the jump in crude oil prices and fears of a
President downturn in the U.S. economy created an atmosphere of deepening uncertainty in the
second half of the fiscal year. Furthermore, on the personal consumption side, the effect of
declining stock prices and low wage growth, as well as other factors such as increasing
costs for daily necessities meant that consumer confidence was increasingly cautious. As a
result, overall economic growth remained weak.

In our industry, on the one hand we are facing intensifying sales competition. On the
other, a global tightening of food supplies and rising raw material and other expenses as a
result of soaring crude oil prices added further pressure to profits in the continuing severe
environment. Furthermore, consumer awareness of food safety is rising as a result of
related incidents and consumers are increasingly seeking products that combine safety,
reliability and quality.

In this climate, the Group focused on achieving the targets outlined in the Itoham Group
Revitalization Plan, launched in September 2006. All Group companies joined forces to
strengthen core operations by enacting structural reforms centered on increasing profitabil-
ity and decreasing costs. Furthermore, as raw material prices continue to rise in the midst
of the continuing harsh environment, we acted to maintain the high quality of ltoham’s
products by implementing price increases of between 5% to 15% (7% on average) for
ham, sausage and processed food products, effective from the end of October 2007.

As a result, consolidated net sales
rose 2.7% to ¥517,951 million, an
increase of ¥13,602 million compared

with the previous fiscal year, thanks
to a 2.7% increase in net sales in the Full of Smiles

Ham and Sausage Division year on This year's cover message is also
year, and a 3.8% increase in net sales [toham’s corporate message,

in the Fresh Meat Division. In addition reflecting our desire to become an
to the higher sales in the Ham and energetic and forward-looking

Sausage, and Fresh Meat divisions, company that not only supplies
safe and reliable products, but also
puts great importance on family

fun, comfort and happiness.
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For the last two years we have profitability improved in ham, sausage and processed food prod-
taken measures to lead the ucts, resulting in an increase in gross profit of ¥2,978 million, or

3.0%, to ¥102,524 million. Selling, general and administrative

Company to a recovery. | am

pleased to announce that as of (SG&A) expenses decreased ¥185 million, contributing to a jump

the end of the fiscal year under in operating income of ¥3,163 million, or 107.5%, to ¥6,107

: : million. In other expenses, the Group recorded much lower
review, we have achieved all of

restructuring expenses compared to the previous fiscal year due
the management targets out- gexp P P 4

: 2 to the implementation of the Revitalization Plan. As a result,
lined in the plan.

income before income taxes and minority interests was ¥5,412

million, an increase of ¥4,463 million from the previous fiscal
year. The Group recorded net income for the year of ¥4,396 million (following a net loss of
¥1,386 million the previous year) as a result of ltoham recording deferred tax assets.

The year ended March 31, 2008 marked the final year of the [toham Group Revitalization
Plan. In fiscal 2006, Itoham found itself deep in the red and facing a critical management
situation. For the last two years we have taken measures to lead the Company to a recovery.
| am pleased to announce that as of the end of the fiscal year under review, we have
achieved all of the management targets outlined in the plan.

April 2008 marked our 80th anniversary. In recognition of our shareholders' continuous
support, Itoham has decided to pay a commemorative dividend of ¥1 per share applicable
to fiscal 2008. As a result, the total dividend for the fiscal year ending March 31, 2008 will
be set at ¥5 per share, made up of an ordinary dividend of ¥4 per share and the ¥1 per

share commemorative dividend.

Outlook for Fiscal 2009

In fiscal 2009, increasing demand from high-growth, resource-rich nations and developing
countries is expected to continue driving up prices for food and mineral resources. As a
result, we are expecting an increasingly severe environment for procurement of the
Group's raw materials. Furthermore, we have seen an increase in consumer awareness of
issues related to food safety, reliability and quality, particularly as a result of incidents
related to the safety of food products produced in China. In addition, companies are
increasingly required to act more responsibly in areas such as disclosure of corporate infor-
mation and environmental awareness. In the face of a range of ongoing issues like this, the

operating environment surrounding the Group is expected to continue to be severe.
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In addition to thanking all of our
customers, business partners,
shareholders and other stake-

holders for their support, we will

seize the major opportunity

presented by this situation to
review our business operations
and push forward to achieve the

targets laid out in the new plan.

In this operating environment, the Group completed its Revi-
talization Plan, successfully managing to extricate itself from
a critical situation and make management more robust. In
April 2008 we started anew, having formulated our next
medium-term management plan, scheduled to end in fiscal
2011. The Itoham Group’s new medium-term management
plan revolves around two key themes: bolstering earnings
power and laying the foundations for growth. We are working
resolutely to establish competitive edges in core businesses,

actively develop business in growth fields and enhance man-

agement quality. Furthermore, fiscal 2009, the first year of the new medium-term manage-
ment plan, also marks an auspicious occasion, the 80th anniversary of Itoham'’s foundation.
In addition to thanking all of our customers, business partners, shareholders and other
stakeholders for their support, we will seize the major opportunity presented by this situa-
tion to review our business operations and push forward to achieve the targets laid out in

the new plan.

Ham and Sausage Division

In the Ham and Sausage Division, our focus is on improving earnings power. To this end,
we will strengthen core products such as Alt Bayern wieners and our Morning Fresh series,
while working to establish new products in the market and expand sales. We are also
strengthening the organization of individual sales channels. We will continue to push ahead
with establishing a low cost framework by reducing the number of product items and
reforming our business locations.

In production, the circumstances surrounding raw materials continue to be harsh. How-
ever, we will strive to reduce costs, rigorously reinforcing cost control by reevaluating the
raw materials we use and improving yield rates. Furthermore, we will ensure thorough
quality control to supply consumers with food products offering the high levels of safety

they demand, in addition to proactively seeking to reduce our impact on the environment.
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Fresh Meat Division

In the Fresh Meat Division, we aim to increase sales of Japanese regional beef, Japanese
regional pork and other outstanding domestic meat brands. We will also work to expand
alliances with cooperating farms and increase the number of livestock to cater to a resur-
gence of demand for domestic produce. For imported meat, our livestock operations in
Australia are expected to continue to face harsh conditions. However, we will continue to
focus on improving profitability by establishing sales and production strategies appropriate
to current conditions. Furthermore, we will continue to enhance profitability in the Fresh
Meat Division through organizational rationalization and continued pursuit of cost reductions

in areas such as distribution and storage.

Processed Foods and Other Products Division

In Processed Foods, the squeeze on profits is expected to get tighter due to a jump in
cheese and flour prices. In response to this, we will work harder to lower production costs,
while at the same time strengthening sales promotion activities and focusing on promotion
of major products such as chilled pizzas, hamburgers and prepared dishes. In order to
strengthen our position in the “ready-to-eat meals” and restaurant markets, we will expand
overseas procurement facilities and work to deliver high quality products at low prices.

In Other Products, we will continue the measures begun in the Revitalization Plan to
withdraw from and reduce non-core or unprofitable businesses and actively develop busi-
nesses in areas with strong potential for realizing synergies.

In the fiscal year ending March 31, 2009 we are expecting consolidated net sales of
¥528.0 billion (up 1.9% year on year), operating income of ¥6.2 billion (up 1.5% year on
year), and net income of ¥4.0 billion (down 9.0% year on year).

Furthermore, the total year-end dividend for fiscal 2009 is expected to be the same as

the current period, ¥5 per share ordinary dividend.
Chikara Kasai -
President 7 V] ﬁ

Cautionary Note: Forward-Looking Statements

The forecasts in this annual report are based on management’s assumptions and beliefs in light of information
currently available and contain a number of risks and uncertainties. Readers are therefore cautioned that actual
results could differ materially from forecasts due to a number of factors outside the control of the Itoham
Group that include, but are not limited to, economic conditions in the Group’s operating environment, market
trends, exchange rate fluctuations and outbreaks of animal infection.
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