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Financial Review

OPERATING RESULTS

Sales

Although new revenue sources were added to the Yokohama Group following an increase in the number of
consolidated subsidiaries, consolidated net sales fell 2.2% from fiscal 1999, to ¥392,193 million. The primary
factors in this result were the stagnant Japanese economy and a drop in foreign currency-denominated sales
resulting from the appreciation of the yen.

Cost of Sales, and Selling, General and Administrative Expenses

Cost of sales declined 5.9%, to ¥264,626 million, owing to lower materials and conversion costs. Selling,
general and administrative costs rose 4.2%, to ¥108,524 million, mainly because of the aforementioned
increase in the number of consolidated subsidiaries.

Operating Income
Despite the decrease in sales, operating income expanded 20.5%, to ¥19,043 million, thanks to a drop in the
cost of sales and a reformation of our selling and administrative expense structure.

Net Income
A consolidated net loss of ¥9 billion was recorded for fiscal 2000, owing to a one-time write-off of prior service
costs for pension plan totaling ¥23.2 billion.

SEGMENT INFORMATION

Business Groups

Sales in the Tire Group fell 2.4%, to ¥273,088 million, owing to the stagnant economy in Japan and a decrease
in foreign currency-denominated sales resulting from the yen's appreciation. However, thanks to improved
earnings at YI'C and other overseas subsidiaries, operating income rose 6.6 %, to ¥12,283 million.

Sales by Group

(Billions of Yen)
500 —

415

400 -

300 -

200 -

100 -

0
1996 1997 1998 1999 2000

- Tire Group - MB Group

18

Operating Income by Group

(Billions of Yen)
25 —

20 — 19.0

1996 1997 1998 1999 2000

- Tire Group - MB Group



Sales in the Multiple Business Group declined 1.7%, to ¥119,105 million, again mainly because of the
stagnant Japanese economy. However, Yokohama and its domestic industrial product subsidiaries (Yokohama
Hydex and industrial products sales companies) implemented cost reduction plans that pushed up operating
profit 55.4%, to ¥6,797 million.

Regions
Although the number of consolidated subsidiaries expanded in Japan, the negative influence of the stagnant
economy was substantial, and sales slipped 0.1%, to ¥316,695 million. Nevertheless, the group's operating
income improved, increasing 12.6%, to ¥15,357 million.

Sales in North America declined 10.6%, to ¥65,549 million, because of the appreciation of the yen.
However, improved earnings at YTC sustained a 68.2% growth in operating profit, to ¥2,149 million.

Sales in other areas dropped 7.4 %, to ¥9,949 million as the strong yen pushed down exports. However,
Yokohama Reifen GmbH, a European subsidiary, and Yokohama Rubber Philippines saw substantially higher
profits, and this contributed to a 53.5% year-on-year increase in operating income, to ¥697 million.

CAPITAL EXPENDITURES AND DEPRECIATION

Facility expenditures decreased 30.9%, to ¥19.5 billion, while depreciation expanded 3.8%, to ¥21.9 billion.
This former expenditure included ¥15.6 billion to the Tire Group to release new products, such as passenger car
radial tires, to rationalize the Yokohama facility used to produce tires for trucks and buses, and to expand
production. The Multiple Business Group spent ¥3.7 billion to improve and rationalize its production facility
for sealants, rubber supports for bridges and components for private aircraft. In addition, ¥200 million was
spent on other facility investments. Yokohama forecasts that capital expenditures in fiscal 2001 will reach
¥20.1 billion, and that depreciation will total ¥21.8 billion.
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FINANCIAL POSITION AND CASH FLOWS

Assets

Total assets contracted ¥6,530 million, to ¥425,927 million. Current assets fell ¥8,714 million, to ¥215,923
million, owing to a decrease in commercial paper, reduced inventories and a drop in trade receivables. Property,
plant and equipment decreased ¥6,672 million, to ¥157,068 million. On the other hand, deferred income taxes
expanded ¥10,648 million, to ¥10,742 million, owing to the use of tax effect accounting, and investments and
other assets grew ¥6,841 million, to ¥43,711 million.

Liabilities and Shareholders' Equity

Total current and long-term liabilities rose ¥4,302 million, to ¥329,089 million. Whereas interest-bearing debt,
such as commercial paper, fell ¥16,315 million, ¥23.2 billion in prior service costs for pension plan were
written off and booked as liabilities for severance benefits. Total shareholders' equity fell ¥11,241 million, to
¥94,743 million.

CASH FLOWS

Net cash provided by operating activities amounted to ¥32,120 million. Net cash used in investing activities
totaled ¥16,524 million, while cash used for financing purposes came to ¥18,505 million. As a result, cash and
cash equivalents at fiscal year-end fell ¥3,393 million, to ¥25,617 million.

FORECAST FOR FISCAL 2001

Yokohama estimates that its sales in fiscal 2000 will slip 1.8%, to ¥3835 billion, while operating profit is
forecast to decline 2.9%, to ¥18.5 billion. However, the Company anticipates a ¥13 billion increase in net
income, bringing it back into the black at ¥4 billion.

Financial Debt, Shareholders’ Equity and Net Cash Provided by Operating Activities and
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Five-Year Summary

FiscAL YEARS ENDED MARCH 31

MILLIONS OF YEN

2000 1999 1998 1997 1996
Net Sales ¥392,193 ¥401,183 ¥415,397 ¥402,652 ¥389,304
Operating Income 19,043 15,809 11,668 12,681 15,136
Income (Loss) before Income Taxes  (13,692) 7,731 5,685 13,808 6,054
Net Income (Loss) (9,009) 3,233 873 3,753 563
Depreciation 21,922 21,141 21,566 21,167 21,146
Capital Expenditures 19,470 28,216 27,229 20,316 20,038
R&D Expenditures 11,626 13,300 13,800 13,900 —
Interest-Bearing Debt 198,930 215,245 209,132 188,428 203,120
Shareholders’ Equity 94,743 105,984 105,478 108,306 97,907
Total Assets 425,927 432,457 440,420 420,939 423,749
Per Share (Yen):
Net Income (Loss): Basic ¥ (26.30) ¥ 9.44 ¥ 2.55 ¥ 11.44 ¥ 1.77
Cash Dividends 6.00 6.00 8.00 8.00 8.00
Share Price (Yen):
High ¥ 363 Y 351 ¥ 563 ¥ 707 Y 678
Low 197 255 290 475 439
Fiscal Year-End 287 314 319 504 665
Common Stock Issued 342,598,162 342,598,162 3 42,598,162 342,598,162 323,642,6731
Number of Employees 13,764 12,107 12,325 12,267 12,743

Note: R&D Expenditures of 2000 are calculated based on new accounting standards. Please refer to note 1 for changes in the accounting

standards.
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Consolidated Balance Sheets

THE YokoHAMA RUBBER CoO., LTD. AND CONSOLIDATED SUBSIDIARIES

As OF MARCH 31, 2000 AND 1999

THOUSANDS OF
U.S. DOLLARS

MIiLLIONS OF YEN (NOTE 1)
ASSETS 2000 1999 2000
Current Assets:
Cash and cash equivalents ¥ 25,617 ¥ 26,463 $ 241,328
Time deposits 707 1,597 6,660
Marketable securities (Notes 4 and 11) 24,909 24,712 234,659
Trade receivables:
Notes and accounts (Notes 4 and 6) 99,563 106,426 937,946
Allowance for doubtful receivables (2,550) (5,480) (24,023)
Inventories (Note 3) 56,657 58,483 533,745
Deferred income taxes 5,745 4,009 54,122
Other current assets 5,275 8,427 49,694
Total current assets 215,923 224,637 2,034,131
Property, Plant and Equipment, at Cost (Notes 4 and 5):
Land 30,814 30,399 290,287
Buildings and structures 107,075 105,929 1,008,714
Machinery and equipment 314,052 316,159 2,958,568
Construction in progress 6,907 8,379 65,068
458,848 460,866 4,322,637
Less accumulated depreciation (301,780) (297,126) (2,842,958)
Total property, plant and equipment, net 157,068 163,740 1,479,679
Investments and Other Assets:
Investment securities (Note 11) 5,398 6,987 50,853
Long-term loans receivable 2,060 3,617 19,407
Deferred income taxes (Note 13) 10,742 94 101,196
Other investments and other assets 25,992 26,687 244,861
Allowance for doubtful receivables (481) (515) (4,531)
Total investments and other assets 43,711 36,870 411,786
Foreign currency translation adjustments 9,225 7,210 86,905
Total assets ¥425,927 ¥ 432,457 $4,012,501

See accompanying Notes to Consolidated Financial Statements.
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THOUSANDS OF

U.S. DOLLARS

LIABILITIES, MINORITY INTERESTS MiiLioNs OF YEN (NoTE 1)
AND SHAREHOLDERS’ EQUITY 2000 1999 2000
Current Liabilities:
Bank loans ¥118,438 ¥115,734 $1,115,761
Current maturities of long-term debt (Note 4) 10,076 7,705 94,922
Commercial paper 8,000 23,000 75,365
Trade notes and accounts payable 60,195 62,152 567,074
Accrued income taxes 2,886 1,580 27,188
Accrued expenses 18,007 17,706 169,637
Other current liabilities 10,609 13,125 99,944
Total current liabilities 228,211 241,002 2,149,891
Long-Term Liabilities:
Long-term debt (Note 4) 62,417 68,808 588,007
Other long-term liabilities 5,562 4,846 52,398
Liabilities for severance benefits 32,899 10,131 309,929
Total long-term liabilities 100,878 83,785 950,334
Minority Interests 2,095 1,686 19,737
Contingent liabilities (Note 6)
Shareholders’ Equity:
Common stock:
Authorized: 480,000,000 shares
Issued: 342,598,162 shares 38,909 38,909 366,548
Capital surplus 31,893 31,893 300,452
Retained earnings (Note 8) 23,941 35,182 225,539
94,743 105,984 892,539
Treasury stock, at cost (0) (0) (0)
Total shareholders’ equity 94,743 105,984 892,539
Total liabilities, minority interests and shareholders’ equity ~ ¥425,927 ¥432,457 $4,012,501
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Consolidated Statements of Operations

THE YokoHAMA RUBBER CoO., LTD. AND CONSOLIDATED SUBSIDIARIES

FoOR THE YEARS ENDED MARCH 31, 2000, 1999, AND 1998

THOUSANDS OF
U.S. DOLLARS

MILLIONS OF YEN (NOTE 1)
2000 1999 1998 2000
Net sales ¥392,193 ¥401,183 ¥415,397 $3,694,705
Cost of sales 264,626 281,245 298,551 2,492,944
127,567 119,938 116,846 1,201,761
Selling, general and administrative expenses 108,524 104,129 105,178 1,022,364
Operating income 19,043 15,809 11,668 179,397
Other income (expenses)
Interest and dividends income 915 1,156 1,145 8,620
Interest expense (5,444) (6,260) (5,533) (51,286)
Amortization of prior service
cost for pension plan (23,168) — — (218,257)
Other—net (5,038) (2,974) (1,595) (47,461)
(32,735) (8,078) (5,983) (308,384)
Income (loss) before income taxes (13,692) 7,731 5,685 (128,987)
Income taxes (Note 2):
Current 4,655 3,954 5,945 43,853
Deferred (9,434) 504 (1,111) (88,874)
(4,779) 4,458 4,834 (45,021)
Minority interests in net income of
consolidated subsidiaries (96) (40) 22 (904)
Net income (loss) ¥ (9,009) ¥ 3,233 Y 873 $ (84,870)
U.S. DOLLARS
Per share amounts: YEN (NoTe 1)
Net income (loss): Basic ¥ (26.30) ¥ 9.44 ¥ 2.55 $ (0.25)
Net income: Diluted — — — —
Cash dividends ¥ 6.00 ¥ 6.00 ¥ 8.00 $ 0.06
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Consolidated Statements of Shareholders’ Equity

THE YokoHAMA RUBBER CoO., LTD. AND CONSOLIDATED SUBSIDIARIES
FoOR THE YEARS ENDED MARCH 31, 2000, 1999, 1998 AND 1997

MILLIONS OF YEN

SHARES OF CoMMON CAPITAL RETAINED
CoMMON STOCK Stock SURPLUS EARNINGS
Balance at March 31, 1997 342,598,162 ¥38,909 ¥31,893 ¥37,504
Decrease resulting from changes in
equity in consolidated subsidiaries — — — (885)
Net income — — — 873
Cash dividends paid — — — (2,741)
Directors’ and statutory auditors’ bonuses — — — (75)
Balance at March 31, 1998 342,598,162 38,909 31,893 34,676
Increase in retained earnings due to
addition of consolidated subsidiaries — — — 73
Net income — — — 3,233
Cash dividends paid — — — (2,740)
Directors’ and statutory auditors’ bonuses — — — (60)
Balance at March 31, 1999 342,598,162 38,909 31,893 35,182
Prior year's adjustment for deferred taxes 1,262
Decrease in retained earnings due to
addition to consolidated subsidiaries — — — (1,439)
Net loss — — — (9,009)
Cash dividends paid — — — (2,055)
Balance at March 31, 2000 342,598,162 ¥38,909 ¥31,893 ¥23,941

TraousanDs OF U.S. DoLLars (NOTE 1)

CoMMON CAPITAL RETAINED

Stock SURPLUS EARNINGS

Balance at March 31, 1999 $366,547 $300,452  $331,437

Prior year's adjustment for deferred taxes 11,888
Decrease in retained earnings due to

addition to consolidated subsidiaries — — (13,556)

Net loss — — (84,870)

Cash dividends paid — — (19,360)

Balance at March 31, 2000 $366,547 $300,452  $225,539

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Statements of Cash Flows

THE YokoHAMA RUBBER CoO., LTD. AND CONSOLIDATED SUBSIDIARIES
FoOR THE YEARS ENDED MARCH 31, 2000, 1999, AND 1998

THOUSANDS OF

U.S. DOLLARS

MIiLLIONS OF YEN (NOTE 1)
2000 1999 1998 2000
Operating Activities:
Income (loss) before income taxes ¥ (13,692) ¥ 7,730 ¥ 4,693 $ (128,987)
Adjustments to reconcile income (loss) before income taxes
to net cash provided by operating activities:
Depreciation 21,922 21,141 21,566 206,519
Provision for severance benefits, less payments (463) (1,587) (328) (4,362)
Amortization of prior service cost for pension plan 23,168 — — 218,257
Other, net 7,318 8,281 4,225 68,940
Changes in operating assets and liabilities:
Trade notes and accounts receivable 4,265 6,702 2,507 40,179
Inventories 559 5,430 (3,898) 5,266
Notes and accounts payable (4,101) (9,578) 3,491 (38,634)
Other, net 1,168 (5,413) (3,817) 11,003
Interest and dividends received 918 1,156 1,103 8,648
Interest paid (5,458) (6,260) (5,533) (51,417)
Income taxes paid (3,484) (5,039) (9,384) (32,821)
Net cash provided by operating activities 32,120 22,563 14,625 302,591
Investing Activities:
Additions to property, plant and equipment (20,243) (28,199) (27,060) (190,702)
Increase in marketable securities and investments (705) (1,391) (553) (6,6429)
Proceeds from sales of marketable securities,
investment securities and properties 4,688 4,425 2,052 44,164
Other, net (264) 2,240 (4,294) (2,487)
Net cash used in investing activities (16,524) (22,925) (29,855) (155,667)
Financing Activities:
Increase (decrease) in short-term bank loans and
current maturities of long-term debt 3,788 (22,042) (10,893) 35,685
Increase (decrease) in commercial paper (15,000) 12,500 7,500 (141,309)
Proceeds from long-term debt 3,576 20,121 33,644 33,688
Decrease in long-term debt (8,861) (9,097)  (10,205) (83,476)
Payment of cash dividends (2,054) (2,740) (2,741) (19,350)
Net cash provided by (used in) financing activities (18,551) (1,258) 17,305 (170,762)
Effect of exchange rate change on cash and
cash equivalents (438) — — (4,126)
Increase (decrease) in cash and cash equivalents (3,393) (1,620) 2,075 (31,964)
Cash and cash equivalents at beginning of year (Note 9) 26,463 23,462 21,387 249,298
Increase in cash and cash equivalents due to addition to
consolidated subsidiaries 2,547 — — 23,994
Cash and cash equivalents at end of year (Note 9) ¥ 25,617 ¥ 21,842 ¥ 23,462 $241,328

See accompanying Notes to Consolidated Financial Statements.
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Notes to Consolidated Financial Statements

THE YokoHAMA RUBBER CoO., LTD. AND CONSOLIDATED SUBSIDIARIES

1. BAS1iS OF PRESENTING FINANCIAL STATEMENTS

The accompanying consolidated financial statements of The Yokohama Rubber Co.,Ltd. (the “Company”)
have been prepared in accordance with accounting principles and practices generally accepted in Japan and
have been compiled from the consolidated financial statements filed under the Securities and Exchange Law of
Japan, which may differ in some material respects from accounting principles and practices generally accepted
in countries and jurisdictions other than Japan.

The Yokohama Rubber Co., Ltd. and consolidated subsidiaries have adopted new accounting standards for
consolidation and research and development costs in the preparation of their consolidated financial statements
for the year ended March 31, 2000.

In preparing these statements, certain reclassifications and rearrangements have been made to the
consolidated financial statements prepared domestically in order to present these statements in a form which is
more familiar to readers outside Japan. In addition, the accompanying notes include additional information
which is not required under accounting principles and practices generally accepted in Japan.

Certain reclassifications have been made in 1999 and 1998 consolidated financial statements to conform to
the classifications used in 2000.

The U.S. dollar amounts included herein are solely for the convenience of the reader and have been
translated from the Japanese yen amounts at the rate of ¥106.15=U.5.$1.00, the approximate exchange rate
prevailing on March 31, 2000.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its significant
majority-owned domestic and foreign subsidiaries (together, the “Companies”). Investments in unconsolidated
subsidiaries and associated companies (companies owned 20% to 50%) are accounted for by the equity method
of accounting.

All significant intercompany transactions and balances have been eliminated. The excess of the cost of the
Companies’ investments in subsidiaries and associated companies over their equity in the net assets at the dates
of acquisition was not material and has been fullywritten off as incurred.

(2) Foreign Currency Translation

Current foreign currency receivables and payables are translated at the year-end rates, and non-current
receivables and payables at historical rates.

(3) Cash Equivalents

For purposes of the consolidated statements of cash flow, highly liquid investments with a maturity of three
months or less are considered cash equivalents in 2000, and time deposits were considered cash equivalents in
both 1999 and 1998.

(4) Marketable Securities and Investment Securities

Marketable securities are carried at the lower of cost or market and investment securities are carried at cost.
Costs are determined by the moving average method.

(5) Inventories

Inventories are stated at cost determined by the moving average method, except that the finished products of
certain subsidiaries are valued by the most recent purchase price method.

(6) The Allowance for Doubtful Receivables

The allowance for doubtful receivables is provided at an estimated amount of probable bad debts plus the
maximum amount which is deductible under the Japanese income tax law.

(7) Depreciation

Depreciation of property, plant and equipment is computed principally by the declining-balance method based
on the estimated useful lives of the respective assets.
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(8) Liabilities for Severance Payments and Employee Benefit Plans

Employees who terminate their service with the Companies are, under most circumstances, entitled to lump-
sum severance payments determined by reference to their current basic rate of pay and length of service. The
Companies generally provide for this liability at 40% of the amount which would be required to be paid if all
employees voluntarily terminated their service at the balance sheet date.

The Company and certain consolidated subsidiaries have non-contributory pension plans for their
termination caused by age limit.

For the year ended March 31, 2000, the Company changed its method of accounting for a pension plan
from the method under which contribution to the plan assets are expensed on a cash basis to the method under
which prior service cost is recognized on an accrual basis in order to allocate the pension costs more
appropriately and reflect the financial conditions more appropriately.

As a result of this change, loss before income taxes for the year ended March 31, 2000 increased by
¥23,168 million ($218,257 thousand) .

The liabilities for severance benefits also include provisions for retirement payments for directors and
statutory auditors determined according to the Company’s internal rules.

In addition to providing pension and severance benefits, certain foreign subsidiaries sponsor several
unfounded defined benefit postretirement plans which provide certain health care and life insurance benefits to
eligible employees and, in 1993, adopted Statement of Financial Accounting Standard No.106, “Employers’
Accounting for Postretirement Benefits Other Than Pensions.”

(9) Income Taxes
Income taxes in Japan comprise a corporation tax, enterprise tax and prefectural and municipal inhabitants'
taxes.

Provision is made for deferred income taxes arising from temporary differences between assets or liabilities
for financial and tax reporting purposes.

(10) Revenue Recognition

Sales of products are recognized in the accounts upon shipments to customers.

(11) Research and Development Costs

Research and development costs are charged to income as incurred.

(12) Earnings per Share

The computation of basic net income (loss) per share is based on the weighted average number of shares
outstanding during the period.

(13) Leases

Finance leases, other than those lease agreements which stipulate the transfer of ownership of the leased
property, are accounted for as operating leases.

3. INVENTORIES
Inventories at March 31, 2000 and 1999 consisted of the following:

THOUSANDS OF

MILLIONS OF YEN U.S. DoLLARS
2000 1999 2000
Finished products ¥ 43,789 ¥43,351 $412,520
Work-in-process 5,876 7,453 55,356
Raw materials and supplies 6,992 7,679 65,869
¥ 56,657 ¥ 58,483 $533,745
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4. LoNnG-TERM DEBT

Long-term debt at March 31, 2000 and 1999 consisted of the following:

MiLLiONS OF YEN

THOUSANDS OF
U.S. DOLLARS

2000 1999 2000

2.65% straight bonds due 2004 ¥10,000 ¥10,000 $ 94,206

2.175% straight bonds due 2002 10,000 10,000 94,206

2.2% straight bonds due 2003 10,000 10,000 94,206
Loans, principally from banks and

insurance companies 42,493 46,513 400,311

72,493 76,513 682,929

Less current maturities 10,076 7,705 94,922

¥62,417 ¥68,808 $588,007

Assets pledged to secure bank loans and long-term debt at March 31, 2000 and 1999 were as

MILLIONS OF YEN

follows:

THOUSANDS OF
U.S. DOLLARS

2000 1999 2000
Marketable securities ¥ 331 ¥ 6,816 § 3,118
Notes receivable 1,464 458 13,792
Property, plant and equipment 93,886 92,638 884,465
¥ 95,681 ¥ 99,912 $901,375
S. DEPRECIATION

Depreciation charges were as follows:

THOUSANDS OF
MILLIONS OF YEN U.S. DoLLARS

2000 1999 1998 2000
Selling, general and administrative expenses ¥ 2,716 ¥ 1,945 ¥ 2,342 $ 25,586
Manufacturing costs ¥19,206 ¥19,196 ¥19,224 $180,933

6. CONTINGENT LIABILITIES

Contingent liabilities at March 31, 2000 and 1999 were as follows:

MILLIONS OF YEN

THOUSANDS OF
U.S. DOLLARS

2000 1999 2000
Notes discounted and endorsed ¥2,517 ¥2,099 $23,712
Guarantees ¥1,799 ¥1,693 $16,948

7. RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses charged to manufacturing costs and selling, general and administrative
expenses for the year ended March 31, 2000 were ¥11,626 million (U.S5.$109,524 thousand).
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8. RETAINED EARNINGS AND DIVIDENDS
The amount of retained earnings available for dividends under the Commercial Code of Japan is based on the
amount stated in the non-consolidated financial statements of the Company. Dividends are approved by the
shareholders at a meeting held subsequent to the fiscal year to which the dividends is applicable. In addition, a
semiannual interim dividends may be made by resolution of the Board of Directors, subject to the limitations
imposed by the Commercial Code.

On June 29, 2000, the shareholders approved payment of a cash dividend to shareholders of record on
March 31, 2000 of ¥3.00 (U.S.$0.03) per share, or a total of ¥1,027 million (U.S.$9,675 thousand).

9. CaAsH EQUIVALENTS
Reconciliations of cash and cash equivalents at end of year 1999 to cash and cash equivalents at beginning of

year 2000 were as follows:
THOUSANDS OF

MILLIONS OF YEN U.S. DoLLARs
Cash and cash equivalents at end of year 1999 ¥21,842 $205,765
Time deposits with a maturity of over three months (1,598) (15,054)
Investments in short-term, highly liquid securities 721 6,792
Commercial paper 5,498 51,795
Cash and cash equivalents at beginning of year 2000 ¥26,463 $249,198

10. LEASES

An analysis of leased property under finance leases was as follows:
THOUSANDS OF

MILLIONS OF YEN U.S. DOLLARS
2000 1999 2000
Acquisition costs ¥6,419 ¥6,002 $60,471
Accumulated depreciation 3,587 2,998 33,792
Net book value ¥2,832 ¥3,004 $26,679

The Companies have future lease payments under finance leases as follows:
THOUSANDS OF

MILLIONS OF YEN U.S. DOLLARS
2000 1999 2000
Within one year ¥1,255 ¥1,205 $11,823
After one year 1,577 1,799 14,856
¥2,832 ¥3,004 $26,679

Lease expenses under finance leases for the years ended March 31, 2000 and 1999 aggregated approximately
¥1,386 million (U.S5.$13,057 thousand) and ¥1,263 million, respectively.

Future rental payments under non-cancellable operating leases were as follows:
THOUSANDS OF

MILLIONS OF YEN U.S. DOLLARS

2000 1999 2000
Within one year ¥1,423 ¥1,281 $13,406
After one year 5,625 6,467 52,991
¥7,048 ¥7,748 $66,397
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11. MARKET VALUE INFORMATION OF SECURITIES
Market value information of certain securities at March 31, 2000 was as follows:

MILLIONS OF YEN

THOUSANDS OF U.S. DOLLARS

UNREALIZED UNREALIZED
BOOK VALUE  MARKET VALUE GAINS BOOK VALUE  MARKET VALUE GAINS
Current assets:
Stocks ¥ 24,909 ¥ 80,670 ¥ 55,761 $234,658 $759,962 $525,304
Non-current assets:
Stocks 619 7,054 6,435 5,831 66,453 60,622
¥ 25,528 ¥ 87,724 ¥ 62,196 $240,489 $826,415 $585,926

12. FAIR VALUE INFORMATION OF DERIVATIVE INSTRUMENTS
Fair value information of derivative instruments at March 31, 2000 was as follows:

MILLIONS OF YEN

THousaNDs oF U.S. DOLLARS

CONTRACT UNREALIZED CONTRACT UNREALIZED
Forward exchange AMOUNTS FAIR VALUE GAINS (LOSSES) AMOUNTS FAIR VALUE GAINS (LOSSES)
contracts:
U.S. dollar ¥ 68 ¥ 68 ¥ 0 $ 640 $ 640 $ 0
Singapore dollar 61 61 0 575 575 0
¥ 129 ¥ 129 ¥ 0 $1,215 $1,215 $ 0
MILLIONS OF YEN TrousanDs oF U.S. DoLLARs
NATIONAL UNREALIZED NATIONAL UNREALIZED
AMOUNT FAIR VALUE GAINS (LOSSES) AMOUNT FAIR VALUE GAINS (LOSSES)
Interest rate swap
agreements ¥ 7,529 ¥(7) ¥(7) $ 70,928 $(66) $(66)
Interest rate option (cap)
contracts written 2,144 4 4 20,198 38 38
— ¥(3) ¥(3) — $(28) $(28)
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13. DEFERRED INCOME TAXES

1. Significant components of the deferred income tax assets and liabilities at March 31, 2000 were as follows:

THOUSANDS OF

MILLIONS OF YEN U.S. DoLLARS
Deferred tax assets:
Amortization of prior service cost for pension plan ¥ 9,643 $ 90,843
Net operating loss carryforwards 6,741 63,504
Unrealized profits 4,819 45,398
Liabilities for severance benefits 1,217 11,465
Accrued expenses 748 7,047
Other 1,331 12,539
Total deferred tax assets 24,499 230,796
Less valuation allowance (6,747) (63,561)
Net deferred tax assets 17,752 167,235
Deferred tax liabilities:
Property, plant and equipment 1,336 12,586
Other 1,115 10,504
Total deferred tax liabilities 2,451 23,090
Net deferred tax assets ¥15,301 $ 144,145

2. A reconciliation of the normal income tax rates to the effective income tax rates was as follows:

Normal income tax rate in Japan 41.6%
Permanently nondeductible expenses 4.9
Permanently nontaxable income (1.2)
Other 3.0
Effective income tax rate 34.9%

14. SEGMENT INFORMATION

The business and geographical segment information for the Companies for the years ended March 31, 2000,

1999 and 1998 is outlined as follows:

Business Segments

MILLIONS OF YEN

MULTIPLE ELIMINATIONS
TIRES BUSINESS TorAaL AND CORPORATE CONSOLIDATED

Year ended March 31, 2000

Sales to third parties ¥ 273,088 ¥119,105 ¥392,193 Y —  ¥392,193
Intergroup sales and transfers 120 8,060 8,180 ¥ (8,180) —
Total sales 273,208 127,165 400,373 (8,180) 392,193
Operating expenses 260,925 120,368 381,293 (8,143) 373,150
Operating income ¥ 12,283 ¥ 6,797 ¥ 19,080 ¥ (37) ¥ 19,043
Total assets at end of year ¥ 277,223 ¥103,919 ¥381,142 ¥44,785 ¥425,927
Depreciation ¥ 17,592 ¥ 4,124 ¥ 21,716 ¥ 206 ¥ 21,922
Capital expenditures ¥ 15,573 ¥ 3,660 ¥ 19,233 Y 237 ¥ 19,470
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Sales to third parties
Intergroup sales and transfers
Total sales

Operating expenses
Operating income

Total assets at end of year
Depreciation

Capital expenditures

Sales to third parties
Intergroup sales and transfers
Total sales

Operating expenses
Operating income

Total assets at end of year
Depreciation

Capital expenditures

Sales to third parties
Intergroup sales and transfers
Total sales

Operating expenses
Operating income

Total assets at end of year
Depreciation

Capital expenditures

MILLIONS OF YEN

TIRES

MULTIPLE

BUSINESS TorAaL

ELIMINATIONS
AND CORPORATE CONSOLIDATED

Year ended March 31, 1999

¥280,007  ¥121,176  ¥401,183 Y  —  Y401,183
117 7,916 8,033 (8,033) —
280,124 129,092 409,216 (8,033) 401,183
268,598 124,717 393,315 (7,941) 385,374
¥ 11,526 ¥ 4,375 ¥ 15,901 ¥ (92) ¥ 15,809
¥286,952  ¥107,383  ¥394,335 ¥38,122  Y432.457
¥ 16,867 ¥ 4,046 ¥ 20,913 ¥ 228 ¥ 21,141
¥ 22,601 ¥ 4,555 ¥ 27,156 ¥1,060 ¥ 28,216
Year ended March 31, 1998
¥ 286,000 ¥ 129,397 ¥415,397 Y — ¥415,397
126 8,900 9,026 (9,026) —
286,126 138,297 424,423 (9,026) 415,397
280,892 132,757 413,649 (9,920) 403,729
¥ 5,234 ¥ 5,540 ¥ 10,774 ¥ 894 ¥ 11,668
¥ 292,743 ¥ 114,428 ¥407,171 ¥ 33,249 ¥440,420
¥ 17,314 ¥ 4,009 ¥ 21,323 ¥ 243 ¥ 21,566
¥ 19,569 Y 6,465 ¥ 26,034 ¥ 1,195 ¥ 27,229
THousaNDs oF U.S. DOLLARS
MULTIPLE ELIMINATIONS
TIRES BUSINESS ToraL AND CORPORATE CONSOLIDATED
Year ended March 31, 2000
$2,572,661 $1,122,044 $3,694,705 § —  $3,694,705
1,130 75,930 77,060 (77,060) —
2,573,791 1,197,974 3,771,765 (77,060) 3,694,705
2,458,078 1,133,942 3,592,020 (76,712) 3,515,308
$ 115,713 $ 64,032 $ 179,745 § (348) $ 179,397
$2,611,616 $ 978,982 $3,590,598 $ 421,903 $4,012,501
$ 165,728 $ 38,851 $ 204,579 $ 1,940 $ 206,519
$ 146,707 $ 34,480 $ 181,187 $ 2233 $ 183,420
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Geographical Areas

Sales to third parties
Intergroup sales and transfers
Total sales

Operating expenses
Operating income

Total assets at end of year

Sales to third parties
Intergroup sales and transfers
Total sales

Operating expenses
Operating income

Total assets at end of year

Sales to third parties
Intergroup sales and transfers
Total sales

Operating expenses
Operating income (loss)

Total assets at end of year

Sales to third parties
Intergroup sales and transfers
Total sales

Operating expenses
Operating income

Total assets at end of year

MiLLIONS OF YEN

ELIMINATIONS
Jaran NORTH AMERICA OTHER ToraL AND CORPORATE CONSOLIDATED
Year ended March 31, 2000
¥316,695 ¥65,549 Y 9,949  ¥392,193 ¥ —  ¥392,193
23,967 673 3,175 27,815 (27,815) —
340,662 66,222 13,124 420,008 (27,815) 392,193
325,304 64,072 12,427 401,803 (28,653) 373,150
¥ 15358 ¥ 2,150 ¥ 697 ¥ 18205 ¥ 838 ¥ 19,043
¥358,850  ¥57,709 Y 12,611  ¥429,170 ¥ (3,243) ¥425,927
Year ended March 31, 1999
¥317,115 ¥ 73,322 ¥ 10,746 ¥401,183 —  ¥401,183
25,878 3,225 2,480 31,583 ¥ (31,583) —
342,993 76,547 13,226 432,766 (31,583) 401,183
329,350 75,269 12,772 417,391 (32,017) 385,374
Y 13,643 ¥ 1,278 ¥ 454 Y 15375 ¥ 434 ¥ 15,809
¥365,836 Y 62,665 ¥ 15,595  Y¥444.096 ¥ (11,639) Y¥432,457
Year ended March 31, 1998
¥339,882 ¥ 64,966 ¥10,549  Y415,397 —  Y415,397
22,436 2,818 — 25254 ¥(25,254) —
362,318 67,784 10,549 440,651 (25,254) 415,397
350,448 68,189 10,416 429,053  (25,324) 403,729
¥ 11,870 ¥ (405) ¥ 133 ¥ 11,598 ¥ 70 ¥ 11,668
¥372,874 ¥ 68,628 ¥ 7,808  ¥449310 ¥ (8,890) Y440,420
TraousaNDs OF U.S. DoLLARS
Jaran NoRTH AMERICA OTHER TotaL ELiMINATIONS ~ CONSOLIDATED
Year ended March 31, 2000
$2,983,467 $ 617,513 $§ 93,725 $3,694,705 — $3,694,705
225,784 6,340 29,911 262,035 $(262,035) —
3,209,251 623,853 123,636 3,956,740  (262,035) 3,694,705
3,064,569 603,599 117,070 3,785,238  (269,930) 3,515,308
$ 144,682 $ 20,254 § 6,566 $ 171,502 $§ 7,895 $ 179,397
$3,380,593 $ 543,655 $ 118,804 $4,043,052 $ (30,551) $4,012,501
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Overseas Sales

(A) Overseas sales
(B) Net sales
(C) (A)/(B) 00 100

(A) Overseas sales
(B) Net sales
(C) (A)/(B) O 100

(A) Overseas sales
(B) Net sales
(C) (A)/(B) O 100

(A) Overseas sales
(B) Net sales
(C) (A)/(B) O 100

MILLIONS OF YEN

NORTH AMERICA OTHER TorAaL

Year ended March 31, 2000

¥66,673 ¥36,228  ¥102,901
¥392,193

17.0% 9.2% 26.2%

Year ended March 31, 1999

¥78,604 Y45,657  ¥124,261
¥401,183

19.6% 11.4% 31.0%

Year ended March 31, 1998

¥68,101 ¥51,253 ¥119,354
¥415,397

16.4% 12.3% 28.7%

TraOUsANDS OF U.S. DOLLARS

NORTH AMERICA OTHER ToraL

Year ended March 31, 2000

$628,102 $341,291 § 969,393
$3,694,705

17.0% 9.2% 26.2%
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Report of Independent Certified Public Accountants

Century Ota Showa & CO. Certified Public Accountants Phone: 03 3503-1100

Hibiya Kokusai Bldg. Fax: 03 3503-1197
2-2-3, Uchisaiwai-cho

Chiyoda-ku, Tokyo 100-0011

C.P.O. Box 1196, Tokyo 100-8641

The Board of Directors
The Yokohama Rubber Co., Ltd.

We have audited the consolidated balance sheets of The Yokohama Rubber Co., Ltd. and consolidated
subsidiaries as of March 31, 2000 and 1999, and the related consolidated statements of operations,
shareholders’ equity and cash flows for each of the three years in the period ended March 31, 2000, expressed
in Japanese yen. Our audits were made in accordance with auditing standards, procedures and practices
generally accepted and applied in Japan and, accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above, expressed in Japanese yen, present fairly the
financial position of The Yokohama Rubber Co., Ltd. and consolidated subsidiaries at March 31, 2000 and
1999 and the results of their operations and their cash flows for each of the three years in the period ended
March 31, 2000 in conformity with accounting principles and practices generally accepted in Japan applied on
a consistent basis except for the change, with which we concur, in the method of accounting for a pension plan
as described in Note 2(8) to the consolidated financial statements.

As described in Note 1 to the consolidated financial statemens, The Yokohama Rubber Co., Ltd. and
consolidated subsidiaries have adopted new accounting standards for consolidation and research and
development costs in the preparation of their consolidated financial statements for the year ended
March 31, 2000.

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

basis described in Note 1 to the consolidated financial statements.

Tokyo, Japan CwZZy Q% Sytopa 8. Cor

June 29, 2000

See note 1 to the consolidated financial statements, which explains the basis of preparing the consolidated financial statements of The
Yokohama Rubber Co., Ltd. under Japanese accounting principles and practices.
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Board of Directors and Corporate Auditors

(AS OF JUNE 29, 2000)

PRESIDENT Yasuo Tominaga

Executive DIRECTORS Hisao Suzuki

Yoshiro Naitoh

MANAGING DIRECTORS Kenzo Nakanishi
Kohiji lkawa
Keimei Kiyoura

Seiji Miyashita

DIRECTORS Kazuo Okamoto
Koji Amano
Takashi Yamashita
Hiroyuki Narukawa
Tadanobu Nagumo
Yuzo Kikuchi
Tetsuya Mizoguchi
Keigo Ueda
Takashi Sugimoto

Toshihiko Shiraki

CORPORATE AUDITORS Masaaki Kushida
Hajime lioka
Junnosuke Furukawa

Yuzuru Fujita
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Investor Information

(AS OF MARCH 31, 2000)

ComMPANY NAME:
ESTABLISHED:
PAiD-IN CAPITAL:

Heap OFFICE:

PRODUCTION FACILITIES:

INTERNET ADDRESS:

AUTHORIZED NUMBER OF SHARES:
IssueD NUMBER OF SHARES:

NUMBER OF SHAREHOLDERS:

AVERAGE SHARES PER SHAREHOLDER:

SETTLEMENT DATE:

GENERAL MEETING OF SHAREHOLDERS:

TRANSFER AGENT:

DATE OF RECORD:

Stock EXCHANGE LISTINGS:

The Yokohama Rubber Co., Ltd.
October 13, 1917
¥38,909 million

36-11, Shimbashi 5-chome, Minato-ku,
Tokyo 106-8685, Japan

Hiratsuka Factory and Mie, Mishima,
Shinshiro, lbaraki and Onomichi plants

http://www.yrc.co.jp/

480,000,000

342,598,162 (unchanged from fiscal 1999 year-end)
23,688 (up 3,240 from fiscal 1999 year-end)

14,463

March 31
June

The Chuo Mitsui Trust and Banking Copany, Limited
7-1, Kyobashi T-chome, Chuo-ku,
Tokyo 104-8345, Japan

March 31

Tokyo, Osaka, Nagoya
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