














INTELLECTUAL PROPERTY

Basic Concept
At Okamura, close ties among fechnology, design, and intellectual property play important
roles in our product and marketing sfrafegies. We, therefore, believe that building such

close fies increases the competitiveness of our products.

Our three purposes for acquiring patents and design rights are:

(1) Expand design development freedom
By securing rights to the extent possible, we help o ensure development freedom
unencumbered by rights held by other companies.

(2) Secure product originality
Securing rights helps to maintain product originality over the long term, and build
our brand image.

(3) Increase the morale of engineers and designers
We reward designers who obtfain patents or design rights to promote highly

original design development.

System for Acquiring and Applying Intellectual Property

At Okamura, we promote communication among intellectual property staff and
designers by locating our intellectual property office and design department in the
same design division. This allows our intellectual property staff to constantly observe
design development from the very beginning of the process and assess applicafion

fiming and confent.

Track Record

Okamura is very diligent about registering designs. We have registered the second
highest number of designs in Japan and ranked 20th among registrants in Japan, the
US, Europe, China, and Korea. We also actively work with companies in other
industries to fight the proliferation of counterfeit goods. Our efforts in this respect were
recognized by the Japan Patent Office, which presented Okamura with the Minister of
Economy, Trade and Industry Award (Excellence in Design Application), in April

2008. This award is presented fo acknowledge efforts on behalf of intellectual

property.

Japan Design Registration Ranking (2006)

1 Matsushita Electric Industrial Co., lid. 961

-Okamuro Corporation 428
Sanyo Electic Co., d. 417
4 Matsushita Electic Works, Uid. 392
5 Shap Coporafion 347
6
7 Mitsubishi Electric Corporation 246
‘S Coporn
9 Fujishoji Co., Lid 237
10 SonyCoporafion 202
11 HondaMotor Co, id. 192
12
13 Sankyo Co., lid. 169
14 Sankyo Tateyama Aluminium, Inc. 160
15 Kokuyo Fumitwe Co,, id* 155
16 lioki Coporation* 152
17 InaxCoporafion 149
18 Casio Computer Co, id. 141
19 Kubota Coporaon 137
20 HiachiKokiCo, ld 135

Source: Patent Administration Yearbook 2007
* Office furniture manufacturer

World Design Registration Ranking (2006)

Samsung Electronics Co., lid.

Source: 2007 Design Application Trend Study Report



CORPORATE GOVERNANCE

Basic Policy

In the course of its business activities, which cover office furniture, store displays and
material handling systems, Okamura has built up re|otionships of trust with its
stakeholders, including shareholders, customers, clients and local communities.
Okamura is making every effort to ensure management transparency and enhance
accountability to thereby strengthen these relationships. Simultaneously, the Company
is conducting thorough risk management and compliance, and establishing corporate
ethics guidelines in pursuit of improved management efficiency.

To gain and maintain stakeholder frust and support, it is essential for the Okamura
Group to have in place a highly transparent and efficient management structure.
Therefore, the Okamura Group regards the strengthening of corporate governance
as one of ifs top priorities and makes every effort to achieve this goal.

The Company appointed outside directors fo reinforce oversight of the Board of
Directors, which fulfills senior management decision-making functions. The Company
also appointed outside auditors to conduct strict audits of directors in the execution
of their tasks. In addition, the Company established the Compliance Committee to
ensure the Group's legal compliance, and that standards of fairness and ethics are

upheld in ifs business actfivities.

Internal Control System

To maintain the frust of its stakeholders, it was essential for the Okamura Group fo
establish internal controls and to develop a system to ensure appropriate compliance
and risk management.

To this end, Okamura formulated and is currently promoting its basic policy with
regard fo its Group-wide infernal control sysfem.

Furthermore, in response to the passage of the Financial Instruments and Exchange
Law, Okamura launched an infernal control project aimed at increasing management
fransparency and preventing impropriefies that could lead to material misstatements
in financial statements. Though this project, which was launched in anticipation of
the law’s taking effect in the fiscal year ending March 2009, internal control
documentation was completed by December 2007, and systems necessary for

operations were prepared.

Basis of Okamura’s Internal Control System

Okamura’s infernal control system consists of frameworks to:

(1) Store and control information regarding the execution of director job functions

(2) Formulate regulations pertaining fo risk management

(3) Ensure the efficient execution of director job functions

(4) Ensure directors and employees are in compliance with applicable laws and
regulations as well as the Company's Articles of Incorporation in the execution

of their respective duties



(5) Ensure business operations are conducted in a way befitting a business group
comprised of companies, a parent company and subsidiaries

(6) Appoint auditor-approved employees fo assist auditors’ duties

(7) Stipulate items relating to the impartiality of employees mentioned in the
preceding clause

(8) Compile reports from directors and employees to auditors

(@) Ensure efficient implementation of audits

Compliance

Okamura appointed a Chief Compliance Officer (CCO) to help ensure legal
compliance, fairmess, and ethics in its business activities, and established the
Compliance Committee, composed of division heads, under the CCO to discuss
and detfermine policies and solutions for compliance-related matters. A Help Line
System has also been established to address legal violations and other contraventions
of Okamura’s Action Charter and Codes of Conduct, should they occur.

To help ensure thorough compliance, the Company has distributed copies of the
Action Charter and Codes of Conduct, and Ethics Cards, to all executives and
employees to promote thorough understanding of related points. It also works to
promote solid corporate ethics through compliance training.

To measure the effectiveness of these efforts, Okamura conducts regular compliance
awareness surveys. Results are used fo defermine what must be done to ensure

thorough compliance, and applied to good effect in improvement activities.

Okamura will strengthen its corporate governance

to maintain the trust of its stakeholders.

Corporate Governance Structure

Ordinary General Meeting of Shareholders

Appointment / Resigning Business Audit /
Accounting Audit

Appointment / Resigning

Board of Auditors

(comprised of four auditing officers)

Board of Directors

(comprised of 19 directors)

Appointment / Resigning

Appointment / Supervision

Chief Compliance Officer

Representative Director

Compliance Committee

Accounting

Audit

Appointment / Resigning

Independent Accounting Auditor
Auditing Firm

Internal Auditing Department
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FINANCIAL SECTION

MANAGEMENT’S DISCUSSION AND ANALYSIS

Total Assets / Total Net Assets 1. Scope of Consolidation

(Millions of yen)

The Okamura Group consists of Okamura Corporation, 13 consolidated

., 2008, consolidated net sales increased

200,0007777777777]§579f’?77:771737578§57 subsidiaries and four affiliates accounted for by the equity holding method for
s a total of 18 member firms. The Okamura Group is engaged in manufacturing,
150,000 : sales, distribution and installation in three business segments: Office Furniture,
Store Displays, Material Handling Systems and Others.
100,000 ]
v B BN B 2. Net Sales and Operating Income
s In the fiscal year ended March 31
o 0.5% compared with the previous fiscal year, to ¥214,845 million. In line
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B Total Assets
Total Net Assets

Return on Assets /
Return on Equity

(%)

with sales growth, the cost of sales climbed to ¥148,186 million, an increase
of ¥660 million. At 69.0% the cost of sales ratio remained on par with the
previous fiscal year.

Selling, general and administrative (SG&A) expenses rose to ¥56,826
million, an increase of ¥1,451 million year on year. Accordingly, the ratio of
SG&A expenses fo net sales edged up 0.5 percentage point, to 26.4%.

Accounting for the aforementioned factors, operating income decreased

For the fiscal year under review, net other income increased by ¥746 million,
fo ¥996 million. Key factors behind this increase include a ¥69 million increase
in interest and dividend income, ¥406 million increase in gains on sale of

property, plant and equipment, and ¥155 million increase in gains on sales of

1.77
Y 9.9% from ¥10,913 million in the previous fiscal year, to ¥9,833 million.
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890 74 3. Other Income (Expenses)
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W Return on Assets
Return on Equity

Net Sales / Cost of Sales

investment securities, net. As a result, income before income taxes for the fiscal
year came fo ¥10,829 million, 3.0% less than the ¥11
the previous fiscal year.

163 million recorded for

4. Current and Deferred Income Taxes
Income taxes for the fiscal year under review fotaled ¥4,832 million, down

¥57 million year on year. The income tax rate for the period after the application

1, 2008 declined 3.0% compared
with the previous fiscal year to ¥5,951 million. Net income per share also fell

(Millions of yen)
250,000~ <~
213814 of tax-effect accounting was 44.6%.
200, 000,,,,,,1?6,5,22,
I I 5. Net Income
150, ooof
| 18576 1982 14526 148356 Net income in the fiscal year ended March 3
100,000 el
oo B I N B 1.7 percentage point fo ¥53.82. Refurn on equity (ROE) was 7.4%.
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6. Assets, Liabilities and Total Net Assets

Total assets as of March 31, 2008 stood at ¥185,855 million, a decrease of
¥3,899 million compared with the previous fiscal yearend. Current assets were
¥98,340 million, representing a yearon-year fall of ¥1,211 million. Fixed assets
totaled ¥87,515 million, a decrease of ¥2,688 million. The decline in current
assets was mainly the result of a ¥4,582 million decline in nofes and accounts
receivable, which outweighed increases in cash and inventories. Fixed assets
declined because of a ¥6,535 million decrease in investment securities.

Total liabilities as of March 31, 2008 sfood at ¥102,734 million, a drop of
¥2,048 million compared with the previous fiscal yearend. Current liabilities
declined to ¥68,941 million, a decrease of ¥2,654 million. Long-term liabilities
rose fo ¥33,793 million, an increase of ¥606 million. The major causes of the
decline in total liabilities included a ¥1,114 million decrease in trade notes
and accounts payable, and a ¥1,396 million decrease in income taxes
payable, the combination of which exceeded an increase of ¥1,432 million in
interestbearing debt.

As of March 31, 2008, tofal net assets had declined by ¥1,851 million, to
¥83,121 million. The main causes of this decline were a ¥2,063 million
increase in treasury stock and a ¥4,205 million decrease in the net unrealized
holding gains on securities, which together more than offset the ¥4, 114 million
increase in refained earnings.

Accounting for the aforementioned factors, the equity ratio decreased 0.2
percentage points, from 42.9% to 42.7%. Tofal net assets per share declined
from ¥726.44, 10 ¥719.32.

7. Cash Flows

Net cash provided by operating activities came to ¥11,951 million. Positive
factors included income before income taxes of ¥10,829 million, depreciation
and amortization of ¥5,774 million, and a decrease of ¥4,697 million in notes
and accounts receivabledrade. Primary cash outflows included a decrease of
¥1,395 million in notes and accounts payable-trade and income taxes paid of
¥6,137 million.

Net cash used in investing activities came to ¥4,308 million, mainly due to
the acquisition of ¥5,127 million in tangible and intangible fixed assets.

Net cash used in financing activities totaled ¥4,849 million. The principal
factors confributing to this result were freasury stock acquisitions of ¥2,061
million and dividends of ¥1,826 million paid by the parent company.

As a result, cash and cash equivalents at the end of the fiscal year under
review amounted to ¥19,496 million, an increase of ¥2,799 million compared

with the end of the previous fiscal year.

Operating Income to Net Sales /

Net Income to Net Sales
(%)
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Breakdown of Net Sales
by Business Segment
(%)

W Office Furniture
M Store Displays
B Material Handling Systems and Others

Breakdown of Operating Income
by Business Segment
(%)

W Office Furniture
M Store Displays
B Material Handling Systems and Others



Capital Expenditures /
Depreciation and Amortization
(Millions of yen)
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B Caopital Expenditures
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Free Cash Flows
(Millions of yen)

(Yen)

688.63

8. Business and Other Risks

This section explains the risks that may affect the Group's operating results,
stock price, financial condition, and so on. The Company will strive to make
minimize and avoid, wherever possible, the occurrence of such risks. The risks
listed below do not constitute an exhaustive list of all potential risks facing the
Company's operations. Furthermore, discussions concerning forward-{ooking
statements reflect the observations of the Company as of June 27, 2008.

(1) Factors Affecting Changes in Financial Condition and Operating Results

1. Competitive Conditions, Pricing Trends
The industry in which the Group participates is highly competitive, and
accordingly, significant emphasis is placed on further enhancing the
Company's technological prowess as the means fo differentiate its
products from competitors. Despite theses efforts, the Company may lose
its share of the market to a competitor, in the event that competitor
emulates the Company's design and technology, undercuts the Company's
product prices, or develops designs and technologies that surpass the
Company. In addition there is no assurance that the Group can consistently
secure a substantial profit margin for its products given constant market

pressure to reduce prices.

2. Macroeconomic Circumstances
Japan accounts for more than 90% of all sales generated by the Group.
Accordingly, demand for its products may be greatly affected by the
capital-investment behavior of local customers. It a downturn in the local
economy depresses corporate earnings, which in turn restrains business
equipment investment, the resultant shrinkage in demand for the Group's

products may adversely affect operating results or financial condition.

3. Funding Risks, Consequences of Interest Rate Fluctuations

The Group is in the business of manufacturing products, which calls for
investing regularly in constructing and renewing/replacing  facilities
necessary fo prepare for the future. At present, the Company enjoys good
relationships with its banks and has no trouble raising funds as needed.
There is, however, no assurance that the Company can continue to meet
its funding needs readily over the years to come. Most of the Company's
outstanding longterm debt and bonds issued and owed are provided on
a fixed interest rate basis, and exhibit low exposure to the risks of
fluctuating interest rates generally. Yet, as far as its future funding is
concerned, movements of general interest rates may affect the Company's
operating results.



4. Consequences of Investing in Securities
The Group owns shares of stock in the financial instfitutions it deals with,
its subsidiaries and affiliates, and its primary trading relationships, which
the Company intends to hold for the long term. Changes in the prices of
individual stocks held by the Company may affect its operating results.

(2) Quality Control, Statutory Regulations, Product Quality Maintenance
The Group manufactures a variety of products in accordance with globally
recognized quality standard (ISO Q001). This provides no assurance,
however, of the prevention of serious contingencies or complaints in
connection with any of the Company’s products over the years ahead. The
Company is insured against product liability claims, yet there is no assuring
that this insurance will completely cover all eventual damages. A serious
product defect may affect the reputation enjoyed by the Group, and

adversely affect its operating results or financial condition.

(3) Occurrence of Significant Litigation

At present, the Group is not in any way the subject of a claim or lawsuit
seeking damages that could have a material impact on the Company's
operating results in the future. Regarding the future, however, in the normal
course of the Group's business activities, it is possible that a lawsuit or other
claim may be initiated against the Group on charges of supplying a defective
product, producing a hazardous substance, breaching an infellectual
property right, or on a range of other grounds. Depending upon the details,

such an occurrence may adversely affect the Group's operating results.

Interest-bearing Debt
(Millions of yen)
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FINANCIAL SUMMARY

Thousand of

Millions of yen, U.S. dollars,
except per except per
Years ended March 31 share figures share figures
2003 2004 2005 2006 2007 2008 2008

SALES AND INCOME:

Net sales ¥165,278  ¥183,044 ¥196,527 ¥202,266 ¥213,814  ¥214,845 $2,144,376

Cost of sales 114,647 127,024 135,976 139,642 147,526 148,186 1,479,050

SC&A expenses 46,539 49,308 51,570 53,512 55,375 56,826 567,182

Operating income 4,092 6,712 8,981 9,112 10,913 9,833 98,144

Income (Loss) before income taxes (1,159) 7,422 9,348 14,463 11,163 10,829 108,084

Net income (loss) (1,067) 3,972 5,486 8,308 6,132 5,951 59,397
CAPITAL EXPENDITURES,
DEPRECIATION AND AMORTIZATION:

Capital expenditures 2,915 4,531 4,648 5,257 7,898 5,189 51,792
_Depreciation ond amortization - 4447 4487 4485 4885 2062 S . g |
PROFITABILITY:

Operating income fo net sales (%)

(Operating income/Net sales) 2.48 3.67 4.57 4.50 5.10 4.58 =

Net income (loss) to net sales (%)

(Net income (loss)/Net sales) (0.65) 217 2.79 411 2.87 2.77 —

Cost of sales to net sales (%)

(Cost of sales/Net sales) 69.37 69.40 69.19 69.04 69.00 68.97 —

Refurn on equity [ROE] (%)
(Net income (loss)/

Average shareholders’ equity) (2.05) 7.15 8.90 177 774 7.41 —
Return on assets [ROA] (%)
(Operating income/Average fotal assets) 2.61 4.06 5.18 5.07 5.81 5.24 =

ASSETS, LIABILITIES AND NET ASSETS:

Total assets ¥157,802  ¥172,825 ¥173,623 ¥185969 ¥189,754  ¥185855 $1,855,025
Total net assets 51,780 59,264 63,964 /7,148 84,972 83,121 829,634
Interestbearing debt 39,099 35,180 29,980 29,240 27,848 29,280 292,245

Equity ratio (%)
(Shareholders’ equity/Total liabilities
and net assets) 32.81 34.29 36.84 41.48 42.87 42.69 =

Total net assefs per share
(Total net assets/Total number

of shares issued) (yen) 461.60 528.46 570.68 688.63 726.44 719.32 —

Current assets 84,490 Q5,751 Q6,407 98,559 99,551 98,340 981,535

Current liabilities 65,208 80,561 78,267 74,267 71,595 68,941 688,102

Current ratio (%)

(Current assets/Current liabilities) 129.57 118.86 123.18 132.71 139.05 142.64 —
EFFICIENCY:

Inventory turnover (fimes)
(Net sales/Average invenfories) 14.20 15.74 15.57 14.14 14.13 13.35 —

Asset turnover (times)
(Net sales/Average tofal assefs) 1.05 1.11 1.13 1.12 1.14 1.14 —

Number of employees 3,444 3,471 3,594 3,700 3,769 4,019 —



SUBSIDIARIES AND AFFILIATES

As of March 31, 2008

Consolidated Subsidiaries

Paid-in capital

(Millions of yen Voting rights held by
Corporate name except where noted)  Principal business activities Okamura Corporation (%)
Kansai Okamura 1,015 Production of work stations 64.8
Manufacturing Co., Lid. and sforage cabinets
Okamura Logistics Corporation Q0 Transportation, storage, loading 100.0

and unloading, assembly during
distribution processing, construction,
interior finishing and others

NS Okamura Corporation 1,000 Production of work stations and 55.5
material handling system products

SANYO Okamura Corporation 490 Production of work stations 80.1

Okamura Estate Corporation 150 Management of Okamura Group's 100.0
real estate

Okamura International (Singapore) SGD 1 million Sales to Singapore and Southeast 100.0

Pte Lid Asian countries

Okamura Business Support Corporation 10 General insurance agency and 100.0

Okamura Group employee benefit
support service provider

FM Solution Corporation 40 General facility management 100.0
consulting and related business

Okamura Support and Service 90 Installation, maintenance and 100.0

Corporation after-sales service

for all Okamura products

Hill International Inc. 10 Import and sales of 65.0
luxury furniture and products for
interior decorations

Seeder Co., lid. 41 Production and sales of conveyor 100.0
systems and related products
Shanghai Okamura Furniture and CNY 24 million Sales of office furniture, 100.0
Logistic System Co., Ltd. material handling system products,
store display equipment and others
in China
Fuji Seiko Honsha Co., Lid. 36 Production and sales of automatic safe 75.2

deposit vaults and office security systems

Affiliates

Siam Okamura Steel Co., Ltd.

Siam Okamura International Co., Lid.
Asahi Sofu Corporation

Seiwa Business Corporation



CORPORATE DATA

As of March 31, 2008

Head Office Japanese Security Code No.
Tenri Bldg., 1-4-1, Kitasaiwai, Nishiku, 7994

Yokohama 220-0004, Japan

Telephone: +81-45-319-3401 Paid-in Capital

Facsimile: +81-45-319-3515 ¥18,670 million

hitp:/ /www.okamura.co.jp/ Number of Employees

Foundation Consolidated: 4,019
1945

STOCK INFORMATION

As of March 31, 2008

Stock Exchange Listings
Tokyo, Osaka

Number of Shares of Common Stock Number of Shareholders Distribution of Stock
Authorized: 400,000,000 5,371 by Shareholder Type
Issued: 112,391,530 (%)

Major Shareholders
(Thousands of

shares) (%)
Mitsubishi Corporation 9,163 8.15
Mitsui Sumitomo Insurance Co., Ld. 5,895 5.25
Meiji Yasuda Life Insurance Company 5,476 4.87
Nippon Steel Corporation 5,313 4.73
Okamura Group Employees Stock Ownership Plan 5,029 4.47
State Street Bank and Trust Company 4,966 4.42
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 4,805 4.28
Northern Trust Company (AVFC) Sub-account American Client 4,734 4.21 B Financial Institutions
The Bank of Yokohama, Lid. 4,076 3.63 : :)n‘énfgﬂg‘gorpo’o"ons
Japan Trustee Services Bank, Ltd. (Trust Account) 3,928 3.49 B Overseas Entifies

W Securities Companies

Stock Price
(Yen)
1,370
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Nikkei Average

Trading Volume
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