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SANIX INCORPORATED 
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Headquarters: 2-1-23, Hakataeki Higashi, Hakata-ku, Fukuoka 812-0013 JAPAN 

 TEL: 81-92-436-8870 / FAX: 81-92-436-8871 

President and CEO Shin-ichi Munemasa 

Contact: Kozo Inoue, Managing Director, Administration Department, Management 

and Planning Division 

Use of simplified accounting methods: None 

Change in accounting methods from recent fiscal years: None 

Change in application range of consolidation and equity method: None  

 

Consolidated Financial Highlights for the first quarter ended June 30, 2005 

(1) Consolidated Operating Results  (Millions of Yen) 

FY2006 % change FY2005 % change FY2005

Net Sales．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．11,628 (1.0) 11,748 0.8 44,083

Operating Income．．．．．．．．．．．．．．．．．．404                    ー (181)                    ー 44

Recurring Profit．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．407                    ー (182)                    ー 73

Net Income．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．357                    ー (219)                    ー (10,010)

Net Income per Share(￥)．．．．．．．．．．．．．．．．．．．．．．．．．¥9.00                    ー (¥5.52)                    ー (¥252.06)

Net Income per Share, Diluted(￥)．．．．．．．．．．．．．．．．．．．．．．．．．¥8.98                    ー                    ー                    ー                    ー

First quarter

from  April 1 to June 30 ended March 31

Fiscal year

Note: Percentages indicate the increase and decrease compared with the previous first quarter ended June 30, 2004. 

 

(2) Consolidated Financial Position (Millions of Yen) 

FY2006 FY2005

Total Assets．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．43,878 54,430 43,664

Shareholders' Equity．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．20,961 30,776 20,998

Shareholders' Equity Ratio (%)．．．．．．．．．．．．．．．．．．．．．．．．．．．．47.8% 56.5% 48.1%

Shareholders' Equity per Share (￥)．．．．．．．．．．．．．．．．．．．．．．．．¥527.81 ¥774.90 ¥528.73

As of June 30 As of March 31

FY2005
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(3) Consolidated Financial Cash Flows                                            (Millions of Yen) 

FY2006 FY2005

Cash Flows from Operating Activities．．．．．．．．．．．．．．．．．．．．．．．．1,594 600 2,060

Cash Flows from Investing Activities．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(13) 164 163

Cash Flows from Financing Activities．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(1,129) (545) (743)

Balance of Cash and Cash Equivalents at End of Period．．．．．．．．．．．．．．．．．．．．．．．．．3,410 1,698 2,959

FY2005

from April 1 to June 30

First quarter Fiscal year

ended March 31

 

(4) Forecasts for Consolidated Business Results 

   For the fiscal year ending March 31, 2006 

First Half

as of September 30

Net Sales．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．21,978
Recurring Profit．．．．．．．．．．．．．．．．．．．．．．．．．．．．．424
Net Income．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．334
Net Income per Share(￥)．．．．．．．．．．．．．．．．．．．．．．．．¥8.42

Full Year

ending March 31

FY2006

44,978

2,624

2,394

¥60.29  
Note: Forecasts above are based on assumptions, prospects and plans as of the date of this document. Actual results may differ 

significantly from these forecasts, due to various factors affecting the Company’s  business performance, such as change in 

economical conditions. 
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Business Results  
For the first quarter ended June 30, 2005 
1.Earnings 

During the first quarter ended June 30, 2005, the Japanese economy showed modest recovery, with improved 

corporate performance and expanded capital expenditure, as well as the sign of recovery in personal spending, 

although there were some anxiety for the future, such as sharp rise in the crude oil price. 

In the environmental sanitation industry, confidence of consumers in the industry was greatly shaken by intensive 

media news and reports on frauds by wicked housing improvement operators, which further strengthened 

consumers’ selectiveness of service providers. The market has become much severer, where only 

customer-oriented companies with righteous marketing attitude can survive. 

Under these circumstances, the SANIX Group has kept customer-oriented and righteous marketing, which has 

been the traditional attitude of the Group. At the same time, it strived to improve the quality of service to be able 

to respond undauntedly to the confusion in the market caused by wicked operators. In the Environmental 

Resources Development Division, the Kitakyushu Plant (Kitakyushu City, Fukuoka Prefecture) worked hard to 

restore as quickly as possible the plant damaged by a fire in May into normal operation. 

Consequently, sales by the HS Division and sales by the ERD Division increased.  Sales by the ES Division 

decreased. Sales by the entire Group decreased 1.0% from the same period of the previous year to 11,628 

million yen. Operating profit by the HS Division increased from the same period last year as a result of cost 

reduction and productivity improvement efforts that led the reduction of selling, general and administrative 

expenses. Operating profit by the ES Division decreased due to a significant drop in sales, although selling,  

general and administrative expenses were reduced and the break-even point lowered.  The operation loss of the 

ERD Division was reduced despite the loss caused by the fire in the Kitakyushu Plant due the reduction of 

depreciation expenses by the adoption of the asset impairment accounting in the previous year. As a result, 

ordinary income for the entire Group totaled 407 million yen (compared with ordinary loss of 182 million yen 

during the same period in the previous year), and net income totaled 357 million yen (compared with net loss of 

219 million yen during the same period in the previous year). 

 

Earnings of individual divisions during the first quarter were as follows: 

 
Earnings of individual divisions: 
Home Sanitation Division 

In May 2005, media reported on frauds by a wicked housing improvement operator in Fujimi City, Saitama 

Prefecture. After this case, many other similar frauds by other wicked operators were brought to light in June in 

various places, attracting keen attention of the public. Negative impression caused by these affairs led to the 

shrinkage of the market for the Division, mainly in the Kanto Area. Sales in the Kanto Area dropped 15.3% from 

the same period of the previous year.  On the other hand, sales in other areas than Kanto increased, supported by 

the improved sales productivity achieved by the strengthened ability of sales representatives to respond to 

customers' requests and reinforcement of the market cultivating power as well as sales growth in the House 

Reinforcement System business. As a result, sales by the entire Division increased 1.7% to 7,534 million yen. 

Operating profit increased to 1,690 million yen from 1,354 million yen during the same period in the previous year, 

due to the reduction of selling, general and administrative expenses supported by streamlining of operations such 

as consolidation and closing of sales offices implemented last year and other cost reduction efforts. The ratio of 

operating profit to sales improved to 22.4% (compared with 18.3% in the same period of the previous year). 
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Establishment Sanitation Division 

The Establishment Sanitation Division pursued streamlining of the business management, pursuant to the policy 

to give priority to improvement of the profit margin. However, sales decreased 17.1% from the same period last 

year to 1,509 million yen, due to a 24.8% revenue decline in Kanto Area affected by the holding-off of buying by 

consumers caused by the above -mentioned intensive media reports on wicked operators and a significant 

decrease in revenues from the Water Activator Installation business, the core business of the division. 

Operating profit by the ES Division decreased to 8 million yen (compared with 115 million yen in the same period 

of the previous year) due to a significant drop in sales revenues, although selling, general and administrative 

expenses were reduced by the effect of the closing and consolidation of sales office and the break-even point 

lowered. 

 

Environmental Resources Development Division 

Because of the suspension of operation at the Kitakyushu Plant in May as a result of a fire, revenues from the 

Incineration Processing decreased 23.8% from the same period last year. Revenues from the Waste Plastic 

Processing business increased 15.0%, supported by a solid growth in volumes of waste plastic processed into 

fuel for power generation at our plastic recycling plants. The Tomakomai Power Plant of SANIX Energy 

implemented a regular inspection in May (last year, it was implemented in July). Because of the downtime during 

this inspection, revenues from electric power sales decreased 18.9% from the same period last year. 

Consequently, sales by the ERD Division increased 2.7% to 2,584 million yen. 

The Division reduced the level of its operating loss to 490 million yen (compared with operating loss of 791 million 

yen in the same period of the previous year), supported by the increased sales revenues in the waste plastic 

processing business and the reduction of depreciation expenses resulting from the adoption of the asset 

impairment accounting in the previous year, which was partially offset by a loss caused by the suspension of 

operation at the Kitakyushu Plant, and reduction of sales and increased costs related to the regular inspection at 

the Tomakomai Power Plant in May. 

The Kitakyushu Plant that had been closed during the first quarter for restoring the damage caused by the fire 

resumed normal operation on July 17, 2005. 

 

2.Consolidated Financial Conditions 
The total assets as of June 30, 2005 were 43,878 million yen, an increase by 214 million yen from as of March 31, 

2005. The total liabilities increased by 249 million yen to 22,900 million yen. This increase was mainly due to an 

increase in amounts in arrears and accrued expenses. There were no other significant changes in the 

assets/liabilities status from the end of the previous year. Stockholders’ equity decreased by 36 million yen to 

20,961 million yen as a result of appropriation of profit. 

Consequently, shareholders’ equity ratio as of June 30, 2005 came to 47.8%, compared to 48.1% as of March 31, 

2005. 
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3.Consolidated cash flow 
At the end of the first quarter ended June 30, 2005, cash and cash equivalents totaled 3,410 million yen, an 

increase of 451 million yen from the last year-end. Net cash provided by operating activities totaled 1,594 million 

yen, an increase of 993 million yen from the previous year. Main factors contributing to this increase were: 

streamlining of operation, enhanced marketing productivity, and cost reduction efforts, which led to improved 

profitability. Net cash used for investing activities totaled 13 million yen, a decrease of 178 million yen from the 

previous year. The major expenditures were decrease in sales of securities.  Net cash used for financing 

activities totaled 1,129 million yen, a decrease of 583 million yen from the same period of the previous year. The 

major expenditures were repayments of long-term debts according to loan agreements. 

 

4.Forecast of Operation Results 
The revised Specific Commercial Transactions Law was enforced in November 2004, aiming at the strengthening 

of consumer protection. A series of dishonest operations by wicked housing improvement operators were 

frequently reported on media since May 2005.  In these conditions, in the environmental sanitation industry, 

consumers will become severer in selecting service providers. 

In the HS Division and the ES Division, products and services are sold in the form of door-to-door sales.  As 

businesses of a company that has built an unshaken position in the environmental sanitation industry, we will 

strive to further improve our products and technical abilities, and promote morale of our workers. Bad operators 

would be driven off from the market as a result of investigation on these scandals. So, catching the current 

condition as an opportunity to expand our business, we will continue to conduct positive marketing activities. The 

ERD Division will continue efforts to improve the profitability of its operations by the stable operation of the 

Tomakomai Power Plant and solid expansion of revenues from the waste plastic processing business. In the 

Kitakyushu Plant, loss was recorded from May to July because of the damage caused by a fire. However, most of 

regular repairs originally scheduled in the second half of the current year were completed during this loss period. 

Moreover, operating days will be added in the second half of the year. Accordingly, we expect most of the loss 

incurred by the fire can be recovered. 

After the scandalous reports in May, a series of similar wicked acts by bad housing improvement operators were 

reported by mass media in June. Especially, the arrest of employees of a housing improvement operator in Tokyo 

at the end of June was intensively reported by media every day. As a result, the market contracted sharply and 

weakened in July. This gave significant impact on the businesses of the HS and ES Divisions. Their sales results 

in July sharply dropped from the same month last year.  

As the mass media coverage of these affairs has calmed down in the end of July, sales began to recover in 

August, and we expect that they will recover fully by the end of September. Results of the second half of the year 

will meet the original plan.   

Consequently, results of the second quarter are expected to be tough, and a drop of revenues from the same 

period of the previous year will be unavoidable. Recurring profit and net income for the second quarter are 

expected to be lower than as originally forecasted, mainly due to a significant drop in sales in the HS and ES 

Divisions, although selling, general and administrative expenses are expected to be lower than as originally 

forecasted. The Company modifies the forecasts for the interim period announced at the beginning of the current 

fiscal year as shown in the table below. Since most forecasts for the second half of the year were not changed, 

modifications to the full year forecasts are mainly attributable to the modifications to the forecasts for the interim 

period. 

Forecasts of non-consolidated operating results are also modified for the same reasons.  
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1) Revision to first-half consolidated results forecast 

(April 1, 2005 to September 30, 2005)                                  (Millions of yen) 
 Net Sales Recurring Profit Net Income 

Previous Forecast 
(as of May 18, 2005) 24,720 1,830 1,720 

Revised Forecast 21,978 424 334 
Difference (2,742) (1,406) (1,386) 
% Change (11.1) (76.8) (80.6) 

Results from year before 22,748 (289) (415) 
 

2) Revision to first-half non-consolidated results forecast 

(April 1, 2005 to September 30, 2005)                                  (Millions of yen) 
 Net Sales Recurring Profit Net Income 

Previous Forecast 
(as of May 18, 2005) 23,550 1,780 1,700 

Revised Forecast 21,000 360 300 
Difference (2,550) (1,420) (1,400) 
% Change (10.8) (79.8) (82.4) 

Results from year before 21,910 (301) (385) 
 

3) Revision to full-year consolidated results forecast 

(April 1, 2005 to March 31, 2006)                                      (Millions of yen) 
 Net Sales Recurring Profit Net Income 

Previous Forecast 
(as of May 18, 2005) 48,120 4,030 2,880 

Revised Forecast 44,978 2,624 2,394 
Difference (3,142) (1,406) (486) 
% Change (6.5) (34.9) (16.9) 

Results from year before 44,083 73 (10,010) 
 

4) Revision to full-year non-consolidated results forecast 

(April 1, 2005 to March 31, 2006)                                      (Millions of yen) 
 Net Sales Recurring Profit Net Income 

Previous Forecast 
(as of May 18, 2005) 45,500 3,950 2,850 

Revised Forecast 42,600 2,500 2,320 
Difference (2,900) (1,450) (530) 
% Change (6.4) (36.7) (18.6) 

Results from year before 42,008 (70) (10,099) 
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Consolidated Financial Statements 
1. Consolidated Balance Sheet 

(Thousands of Yen) 

As of June 30 As of March 31 As of June 30

Assets: FY2006 FY2005 Amount Ratio % FY2005

Current Assets:
      Cash and bank deposits．．．．．．．．．．．．．．．．．．． 3,452,835 3,018,332 434,502 1,746,185 

      Notes and accounts receivable．．．．．．．．．．．．．．．．．．．．．．．．3,247,892 3,575,404 (327,511) 3,171,479 

      Inventories．．．．．．．．．．．．．．．．．．．．．．．．．．． 1,116,604 1,037,008 79,595 1,143,382 

      Deferred tax assets．．．．．．．．．．．．．．．．．．．． 19,270 16,349 2,920 19,663 

      Other current assets．．．．．．．．．．．．．．．．．．．． 701,508 377,957 323,550 450,868

      Allowance for doubtful accounts．．．．．．．．．．．．． (37,873) (33,191) (4,682) (64,781)
        Total Current Assets: 8,500,237 7,991,861 508,376 6.4 6,466,798 

Fixed Assets:
　Tangible Fixed Assets:
      Buildings and structures．．．．．．．．．．．．．．．．．．．．．．．．．．．．．7,867,727 7,975,135 (107,407) 10,424,327 

      Machinery, equipment and vehicles．．．．．．．．．．．．．．．．．．．．．．6,219,695 6,353,256 (133,560) 15,423,735 

      Land．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．18,145,628 18,145,628 － 18,295,174 

      Construction in progress．．．．．．．．．．．．．．．．．．．．．．．．．．．．．－ － － 8,704 

      Other tangible fixed assets．．．．．．．．．．．．．．．．．．．．．．．．．．．203,167 206,936 (3,768) 228,933 
        Total Tangible Fixed Assets: 32,436,218 32,680,956 (244,737) (0.7) 44,380,876 

  Intangible Fixed Assets:
        Total Intangible Fixed Assets: 78,092 78,233 (141) (0.2) 82,999

  Investments and Other Assets:
      Investments in securities．．．．．．．．．．．．．．．．．．．．．．．．．．．．1,059,995 1,083,675 (23,679) 1,086,466 

      Deposits and guaranty．．．．．．．．．．．．．．．．．．．．．．．．．1,393,323 1,408,285 (14,961) 1,716,402 

      Deferred tax assets．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．15,880 14,717 1,162 10,979 

      Other．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．796,804 800,045 (3,241) 1,168,879 

      Allowance for bad loans．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(401,752) (393,141) (8,611) (482,509)
        Total Investments and Other Assets: 2,864,250 2,913,582 (49,332) (1.7) 3,500,219 

Total Fixed Assets: 35,378,561 35,672,772 (294,210) (0.8) 47,964,094 

  Total Assets: 43,878,799 43,664,634 214,165 0.5 54,430,893

Increase/Decrease
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(Thousands of Yen) 

As of June 30 As of March 31 As of June 30

Liabilities and Shareholders' Equity: FY2006 FY2005 Amount Ratio % FY2005
Current Liabilities:
      Notes and accounts payable．．．．．．．．．．．．．．．．．．．．．．．．．1,168,998 962,549 206,448 1,049,043

      Short-term loans．．．．．．．．．．．．．．．．．．．．．．．．． 5,900,000 5,980,000 (80,000) 3,930,000

      Long-term loans payable in 1 year．．．．．．．．．．．． 2,394,404 2,573,404 (179,000) 2,793,100

      Corporate bond payable in 1 year．．．．．．．．．．．．．．．．．．．．．．．200,000 200,000 － 200,000

      Amounts in arrears．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．2,632,968 1,956,669 676,299 1,954,656

      Accrued expenses．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．1,972,600 1,448,292 524,307 2,034,982

      Accrued income taxes．．．．．．．．．．．．．．．．．．．．．．． 98,521 295,537 (197,015) 94,334

      Consumption tax payable．．．．．．．．．．．．．．．．．．．． 320,189 368,502 (48,313) 322,962

      Accrued bonuses．．．．．．．．．．．．．．．．．．．．．．． 4,758 223,364 (218,605) 5,831

      Allowance for resource-recycling expenses．．．．．．．． 398,937 372,780 26,157 806,217

      Other current liabilities．．．．．．．．．．．．．．．．．．． 279,348 214,777 64,570 385,625
Total Current Liabilities: 15,370,726 14,595,878 774,848 5.3 13,576,754

Non-Current Liabilities:
      Corporate Bond．．．．．．．．．．．．．．．．．．．．．．．．． 500,000 500,000 － 700,000

      Long-term debt．．．．．．．．．．．．．．．．．．．．．．．．． 4,739,827 5,263,428 (523,601) 7,045,900

      Deferred tax liabilities．．．．．．．．．．．．．．．．．．．．．．． 45,553 43,079 2,474 33,162

      Retirement benefit．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．1,668,904 1,676,261 (7,357) 1,644,914

      Other non-current liabilities．．．．．．．．．．．．．．．．．． 575,763 573,114 2,649 653,984
        Total Non-Current Liabilities: 7,530,048 8,055,882 (525,834) (6.5) 10,077,961

  Total Liabilities: 22,900,774 22,651,760 249,014 1.1 23,654,715

Minority Interest:
    Minority interest．．．．．．．．．．．．．．．．．．．．．．．．．． 16,115 14,171 1,943 13.7 －

Shareholders' Equity:
    Capital Fund．．．．．．．．．．．．．．．．．．．．．．．．． 12,533,820 12,533,820 － － 12,533,820

    Additional paid-in capital．．．．．．．．．．．．．．．．．．．．．．．．．9,139,310 15,853,954 (6,714,643) (42.4) 15,853,954

    Accumulated earnings．．．．．．．．．．．．．．．．．．．．． 829,629 (5,844,676) 6,674,305 － 3,946,746

    Difference in valuation of other marketable securities．．． 68,490 64,701 3,789 5.9 49,809

    Less treasury stock at cost．．．．．．．．．．．．．．．．．．．． (1,609,342) (1,609,097) (244) 0.0 (1,608,152)

  Total Shareholders' Equity: 20,961,909 20,998,702 (36,792) (0.2) 30,776,178
  Total Liabilities, Minority Interests
                                    and Stockholders Equity: 43,878,799 43,664,634 214,165 0.5 54,430,893

Increase/Decrease
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2. Consolidated Statement of Income 
 

(Thousands of Yen) 

Fiscal year

ended March 31

FY2006 FY2005 Amount Ratio % FY2005

Net sales．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．11,628,444 11,748,094 (119,649) (1.0) 44,083,584

Cost of sales．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．5,622,606 5,906,258 (283,651) (4.8) 22,617,417

Gross profit．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．6,005,838 5,841,836 164,001 2.8 21,466,166

Selling, general and administrative expenses．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．5,601,836 6,023,369 (421,533) (7.0) 21,421,519

Operating income(loss)．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．404,001 (181,533) 585,535 － 44,647

Non-operating income:
   Interest income．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．2,069 2,428 (358) 8,952

   Dividend income ．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．3,783 3,623 159 27,826

   Rent Revenue．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．79,268 69,234 10,034 310,438

   Other non-operating income．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．16,153 20,937 (4,783) 86,233

Total non-operating income．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．101,274 96,223 5,050 5.2 433,450

Non-operating expenses:
   Interest expenses．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．61,757 64,334 (2,576) 255,713

   Rent expenses．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．32,824 29,329 3,494 140,850

   Other non-operating expenses．．．．．．．．．．．．．．．．．．．．．． 3,542 3,626 (83) 7,861

Total non-operating expenses．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．98,124 97,290 834 0.9 404,425

Recurring profit (loss)．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．407,151 (182,599) 589,751 － 73,672

Extraordinary income:
   Insurance money received．．．．．．．．．．．．．．．．．．．．．． 390,000 253 389,746 5,514

   Gain on sale of investment securities．．．．．．．．．．．．．．．． 7,163 53,643 (46,479) 74,771

   Transfer from reserve for possible loan losses．．．．．．．．．．．．．．．．－ － － 6,681

Total extraordinary income．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．397,163 53,896 343,266 636.9 86,966

Extraordinary losses:
   Loss on sale of property, plant and equipment．．．．．．．．．．．．．．．－ － － 80

   Loss on disposal of property, plant and equipment．．．．．．．．．．．．．．．156 12,707 (12,551) 81,739

   Loss on impairment of fixed assets．．．．．．．．．．．．．．．．．．．．．．．．．．．－ － － 9,555,721

   Loss on cancellation of lease contract．．．．．．．．．．．．．．．．．．．．4,120 1,683 2,437 6,328

   Loss due to disaster ．．．．．．．．．．．．．．．． 390,000 － 390,000 －

   Loss on valuation of membership rights．．．．．．．．．．．．．．．．．．．．．．10,350 － 10,350 －

   Director's retirement allowance．．．．．．．．．．．．．．．．．．．．．．．．．．－ 32,110 (32,110) 32,110

   Loss on cancellation of hard waste plastic recycling business．．．．．．．．．．．．．．．．．．．．．．．．．－ － － 321,581

Total extraordinary losses．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．404,627 46,501 358,126 770.1 9,997,562

Income (loss) before income taxes and minority interests．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．399,688 (175,203) 574,892 － (9,836,922)

Corporate income, local and enterprise taxes．．．．．．．．．．．．．．．．．．．．．．．．．44,447 44,313 134 0.3 166,783

Adjustment on corporate tax, etc．．．．．．．．．．．．．．．．．．．．．．(4,139) (422) (3,716) 879.9 (860)

Minority interests in consolidated subsidiaries．．．．．．．．．．．．．．．．．．．．．．1,943 － 1,943 － 7,671

Net income (loss)．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．357,436 (219,094) 576,530 － (10,010,517)

First quarter

from  April 1 to June 30 Increase/Decrease
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3. Consolidated Statement of Retained Earnings 
 

(Thousands of Yen) 

FY2006 FY2005

(Additional paid-in capital)
I.  Additional paid-in capital at the beginning of the fiscal term．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．15,853,954 15,853,954 15,853,954

II. Decrease in additional paid-in capital
     Dividend．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．397,148 － －

     Reversal of deduction of capital reserve．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．6,317,494 － －

III. Additional paid-in capital at the end of the term．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．9,139,310 15,853,954 15,853,954

(Retained earnings)
I.  Retained earnings at the beginning of the fiscal term．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(5,844,676) 4,563,507 4,563,507

II. Increase in retained earnings
     Net Income．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．357,436 － －

     Reversal of deduction of capital reserve．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．6,317,494 － －

III. Decrease in retained earnings
     Dividend．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．325 397,165 397,165

     Directors' bonus．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．． 300 500 500 

     Net loss．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．． － 219,094 10,010,517

IV. Retained earnings at the end of the term．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．829,629 3,946,746 (5,844,676)

Fiscal year

ended March 31

FY2005

First quarter

from  April 1 to June 30
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4. Consolidated Statement of Cash Flows    

(Thousands of yen) 

FY2006 FY2005

Cash Flows from Operating Activities:

      Income before income taxes and minority interests．．．．．．．．．．．．．．．．．．399,688 (175,203) (9,836,922)
      Depreciation and amortization．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．390,570 827,638 3,318,565

      Loss on impairment of fixed assets．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．- - 9,555,721
　　  Increase/decrease in allowance for retirement benefits．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(7,357) 4,370 35,716
　　  Decrease in allowance for resource-recycling expenses．．．．．．．．．．．．．．．．26,157 (63,565) (497,001)
      Increase/decrease in allowance for doubtful accounts．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．4,944 5,800 (115,157)

      Interest and dividend income．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(5,852) (6,052) (36,778)

      Interest expense．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．61,757 64,334 255,713
      Commision expense paid．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．1,319 1,702 6,612

      Gain on sales of short-term investments in securities．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(7,163) (53,643) (74,771)

      Loss on valuation of membership rights．．．．．．．．．．．．．．．．．．．．．．．．10,350 - -

      Loss on sales of property, plant and equipment．．．．．．．．．．．．．．．．．．．．．．．．- - 80
      Loss on disposal of property, plant and equipment．．．．．．．．．．．．．．．．．．．．．．．．156 12,707 81,739

      Loss on cancellation of hard waste plastic recycling business．．．．．．．．．．．．．．．．．．．．．．．．- - 321,581

      Increase/decrease in notes and accounts receivable-trade．．．．．．．．．．．．．．．．．．．．．．．．．．327,511 (75,499) (479,423)

      Increase/decrease in inventories．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(79,595) 105,977 212,351
      Increase/decrease in other current assets．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(309,085) 15,034 1,210

      Increase in notes and accounts payable-trade．．．．．．．．．．．．．．．．．．．．．．．206,448 10,077 17,521

      Decrease in consumption taxes payable．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(48,313) (199,830) (131,078)

      Increase/decrease in other current liabilities．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．922,588 361,205 (156,042)
      Payment of bonuses to directors and auditors．．．．．．．．．．．．．．．．．．．．． - - (500)

      Other．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．39,890 (43,760) (10,759)

                Net．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．1,934,014 791,295 2,468,379
      Interest and dividend income received．．．．．．．．．．．．．．．．．．．．．．．．．．．．7,058 6,052 37,928

      Interest expense paid．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(70,598) (67,105) (258,830)

      Income taxes paid．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(275,963) (129,578) (196,762)
      Refunded corporate tax．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．． - - 9,837

Net cash provided by operating activities: 1,594,510 600,664 2,060,551

Cash Flows from Investing Activities:

      Increase/decrease in time deposits．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．16,788 19,000 7,997

      Proceeds from sales of securities．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．37,163 179,025 247,774

      Payment for purchases of securities．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．- - (19,985)

      Payment for purchases of property, plant and equipment．．．．．．．．．．．．．．．．．．．．．．．．．．．．(80,766) (123,560) (486,600)
      Proceeds from refunds of deposits and guaranty．．．．．．．．．．．．．．．．．．．．．．．．．．．．9,847 - 398,986

      Other．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．3,056 89,662 15,046

Net cash provided by investing activities: (13,910) 164,126 163,219

Cash Flows from Financing Activities:

      Increase/decrease in short-term borrowings．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(80,000) 550,000 2,600,000

      Proceeds from long-term loans．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．- 9,000 100,000
      Repayment of long-term loans．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(702,601) (752,890) (2,846,058)

      Payment for redemption of corporate bond．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．- - (200,000)

      Proceeds from pay-in by minority shareholders for shares of newly
established company．．．．． -

      Increase/decrease in treasury stock．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(244) (393) (1,339)

      Dividends paid．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(345,144) (349,965) (396,277)

      Other．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．(1,319) (1,702) (6,612)

Net cash provided by financing activities: (1,129,309) (545,951) (743,787)

Effect of exchange rate changes on cash and cash equivalents . . . 0 0 0

Net increase/decrease in cash and cash equivalents．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．451,291 218,839 1,479,984

Cash and cash equivalents at beginning of the fiscal term．．．．．．．．．．．．．．．．．．．．．．2,959,330 1,479,346 1,479,346

Cash and cash equivalents at the end of the fiscal term．．．．．．．．．．．．．．．．．．．．．．．3,410,621 1,698,185 2,959,330

First quarter Fiscal year

ended March 31

- 6,500

FY2005

from April 1 to June 30
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Significant Accounting Policies 
Relating to Financial Statements 

1.Matters Pertaining to Consolidation 

Number of consolidated subsidiaries: 6 companies 

Names of consolidated subsidiaries: SUNAIM INCORPORATED / Energy Development Institute Co., Ltd. / Sanix Energy 

Incorporated / Sanix Software Design Incorporated / EDI Incorporated / Sanix Solution Incorporated 

There is only one non-consolidated subsidiary, Qingdao Shan Yang Tai Chemical Resource Exploiture Co., Ltd. The Company 

excluded it from the consolidation because its business size is small, and none of the total assets, sales, net income (the 

portion corresponding to the shareholding by the Company) and retained earnings (the portion corresponding to the 

shareholding by the Company) of this subsidiary has any significant effect on the consolidated financial statements of the 

Company.  

 

2.Matters Concerning the Application of Equity method Accounting 

Qingdao Shan Yang Tai Chemical Resource Exploiture Co., Ltd. is the only non-consolidated subsidiary not reported by the 

equity method. This subsidiary was not reported by the equity method because its business size is small, and its total assets, 

sales, net income (the portion corresponding to the shareholding by the Company) and retained earnings of this subsidiary 

have minor effect and little significance on the consolidated financial statements of the Company.  

 

3.Matters Pertaining to the Settlement Dates of Consolidated Subsidiaries 

The settlement dates of consolidated subsidiaries are the same as those of the parent company 

 

4.Accounting Treatment Standards 

(1) Appraisal standards and appraisal methods for principal assets. 

1) Short-term investments in securities: 

Other marketable securities: 

*Securities valued at market:  Market value method based on the market prices on the settlement date (all valuation 

difference are reflected directly in shareholders’ equity, the sale price being computed using the moving average method.) 

*Securities not valued at market:  Cost method, cost being determined by the moving average method 

2) Inventories: 

Half-finished products and material:  Cost method computed by moving average method 

Stored goods:  The latest purchase cost method 

 

(2) Depreciation methods for depreciable assets. 

1) Tangible fixed assets:  Fixed percentage on declining-balance method 

                       The useful lives of major assets are as follows: 

                       Buildings and structures   8 years – 50 years 

                       Machinery and vehicles    4 years – 17 years 

                       Tools and furniture        2 years – 15 years 

2) Intangible fixed assets:  Straight-line method 

3) Long-term prepaid expenses:  Straight-line method 
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(3) Accounting standards for allowances and reserves: 

1) Allowance for doubtful accounts:  Provision for losses on doubtful accounts is made up to the maximum allowable based 

on individual assessments and the actual percentage of bad loan write-offs, as prescribed in the Corporate Income Tax Law.  

If that amount is deemed to be insufficient, additional provision is made. 

2) Provision for accrued bonuses:  Provision for accrued bonuses to employees is made by appropriating an amount based 

on estimated total bonuses that will be paid during the year.  

3) Allowance for retirement benefits for employees:  In order to provide for retirement allowances the company accrues an 

amount equivalent to the amount that would be paid if the payment occurred at the end of the consolidated first quarter, 

based on the projected amount of retirement allowance liabilities and pension assets at the end of the current consolidated 

accounting period.  Furthermore, the Company will treat the entire variance at the time the accounting standards  were 

changed as a one-off expense during the next consolidated accounting period. 

4) Allowance for resource-recycling expenses:  The Company recognized transportation costs and storage costs expected 

to incur for the recycled waste plastic fuel stored by the end of this first quarter.  

 

(4) Accounting treatment for lease transactions 

Finance lease transactions, except those under which the title of the leased asset is deemed to be transferred to the lessee, 

are treated according to the method used for ordinary loan transactions. 

 

(5) Hedging accounting 

1) Method of hedging accounting: Interest rate swap arrangements were accounted for by the special treatment method of 

hedging accounting as they satisfy the requirements for the special treatment. 

2) Hedging arrangements and transactions to be hedged 

(Hedging arrangement)  Interest rate swap contracts 

(Transactions to be hedged)  Interest on borrowings 

3) Hedging policy: The Company concludes interest rate swap contracts for the purpose of hedging the risk of floating of 

interest rates of borrowings. Transactions to be hedged by an interest rate swap contract are specified for each contract. 

4) Assessment of validity of hedging arrangements : The Company concludes only interest rate swap contracts that satisfy all 

of the following conditions, in accordance with its risk management policy 

 

(6) Other significant policies used in these consolidated financial statements. 

Accounting treatment of consumption tax:  Excluding tax method 

 

5. Valuation Method of Assets and Liabilities of Consolidated Subsidiaries 

Market value method 

 

6. Cash and Cash Equivalents on Consolidated Statements of Cash Flows 

Cash and cash equivalents on the consolidated statements of cash flows include cash on hand, savings which can be 

withdrawn as required, and short-term investments which are easily converted into cash, having low risk of changing value, 

and which will be redeemed within 3 months from the acquisition date. 
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Notes 
Notes to consolidated Balance Sheet 

Fiscal year

ended March 31

FY2006 FY2005 FY2005

Total accumulated depreciation for tangible fixed assets (Thousands of yen) . . 16,616,540 13,858,934 16,227,044

Number of shares of issued (Shares) . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . 40,920,752 40,920,752 40,920,752

Number of shares of treasury stock (Shares). . . . . . . . . . . . . . . . . . . . . . . . . . .1,206,124 1,204,654 1,205,874

from April 1 to June 30

First quarter

                                                                    

 

Notes to consolidated statement of cash flows 

Relationship between balance of cash and cash equivalents at the end of period and value of items stated on the consolidated 

balance sheets. 

                                                                                        (Thousands of Yen) 

Fiscal year

ended March 31

FY2006 FY2005 FY2005

Cash and bank deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,452,835 1,746,185 3,018,332

Time deposits exceeding 3 months. . . . . . . . . . . . . . . . . . . . . . . . . . . (42,213) (48,000) (59,002)

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,410,621 1,698,185 2,959,330

from April 1 to June 30

First quarter
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Segment Information 
1. Segment Information by type of business 
   Current first quarter (From April 1, 2005 to June 30, 2005)                            (Thousands of Yen) 

Elimination
or Group

Sales, operating profit or loss
  Sales:
   (1)Sales to customers . . . . . . . . . . . . . . . . . . . . 7,534,419 1,509,886 2,584,137 11,628,444 - 11,628,444

   (2)Internal sales among segments 
       and transfer accounts. . . . . . . . . . . . . . . . . . . . . . . . . . - - 58 58 (58) -

    Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,534,419 1,509,886 2,584,196 11,628,503 (58) 11,628,444

      Operating expenses . . . . . . . . . . . . . . . . . . . . . 5,843,849 1,501,345 3,074,176 10,419,371 805,072 11,224,443

      Operating income(loss) . . . . . . . . . . . . . . . . . . . . . 1,690,570 8,541 (489,980) 1,209,131 (805,130) 404,001

Total ConsolidatedSegments HS ES ERD

 

   Previous first quarter (From April 1, 2004 to June 30, 2004)                           (Thousands of Yen) 

Elimination
or Group

Sales, operating profit or loss
  Sales:
   (1)Sales to customers . . . . . . . . . . . . . . . . . . . . 7,410,762 1,820,755 2,516,576 11,748,094 - 11,748,094

   (2)Internal sales among segments 
       and transfer accounts. . . . . . . . . . . . . . . . . . . . . . . . . . - - 191 191 (191) -

    Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,410,762 1,820,755 2,516,768 11,748,285 (191) 11,748,094

      Operating expenses . . . . . . . . . . . . . . . . . . . . . 6,056,356 1,705,069 3,308,633 11,070,059 859,568 11,929,627

      Operating income(loss) . . . . . . . . . . . . . . . . . . . . . 1,354,405 115,685 (791,865) 678,226 (859,759) (181,533)

Total ConsolidatedSegments HS ES ERD

 
   Previous fiscal year (From April 1, 2004 to March 31, 2005)                           (Thousands of Yen) 

Elimination
or Group

Sales, operating profit or loss
  Sales:
   (1)Sales to customers . . . . . . . . . . . . . . . . . . . . 26,840,568 6,933,734 10,309,281 44,083,584 - 44,083,584

   (2)Internal sales among segments 
       and transfer accounts. . . . . . . . . . . . . . . . . . . . . . . . . . - - 745 745 (745) -

    Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,840,568 6,933,734 10,310,026 44,084,330 (745) 44,083,584

      Operating expenses . . . . . . . . . . . . . . . . . . . . . 21,768,825 6,375,604 12,737,688 40,882,119 3,156,817 44,083,936

      Operating income (loss). . . . . . . . . . . . . . . . . . . . . 5,071,742 558,130 (2,427,661) 3,202,211 (3,157,563) 44,647

Total ConsolidatedSegments HS ES ERD

 
Notes to segment information 

1. Business divisions are those used for internal administrative purposes. 

2. Principal services and products by business division 

*HS Division:    Home Reinforcement System, Termite Eradication Service, Under-Floor and Under-Roof Ventilation Systems 

*ES Division:    Fitting of water supply system for office and apartment buildings, maintenance services 

*ERD Division:  Waste plastic processing, incineration, waste organic liquid processing and power generation 

 

3. Unabsorbed operating expenses listed under elimination or group is the administration cost of the general affairs department 

of the parent company.  

Current first quarter . . . . . . .     ¥ 805,130 thousand 

Previous first quarter . . . . . . .  ¥859,759 thousand 

Previous fiscal year . . . . . . .  ¥3,157,563 thousand 
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2.Segment information by location 

Current first quarter (April 1, 2005 to June 30, 2005) 

The Company does not report segment information by location total sales and total assets in Japan were above 90% of total 

sales and assets of all segments. 

 

Previous first quarter (April 1, 2004 to June 30, 2004) 

The Company does not report segment information by location total sales and total assets in Japan were above 90% of total 

sales and assets of all segments. 

 

Previous fiscal year (April 1, 2004 to March 31, 2005) 

The Company does not report segment information by location total sales and total assets in Japan were above 90% of total 

sales and assets of all segments. 

 

3.Foreign sales 

Current first quarter (April 1, 2005 to June 30, 2005) 

The Company does not report foreign sales because foreign sales were less than 10% of consolidated sales. 

 

Previous first quarter (April 1, 2004 to June 30, 2004) 

The Company does not report foreign sales because foreign sales were less than 10% of consolidated sales. 

 

Previous fiscal year (April 1, 2004 to March 31, 2005) 

The Company does not report foreign sales because foreign sales were less than 10% of consolidated sales. 
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Net Sales by Division 
(Thousands of Yen) 

Fiscal year

Changes ended March 31

FY2006 FY2005 FY2005

Termite Eradication Service．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．3,003,224 3,138,709 (135,484) 10,406,621

Under-Roof/Floor Ventilation System．．．．．．．．．．．．．．．．．．．．．．．．2,238,784 2,416,116 (177,331) 8,563,968

Home Reinforcement System．．．．．．．．．．．．．．．．．．．．．．．．．．．．1,208,930 841,447 367,482 3,971,808

Other．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．1,083,480 1,014,488 68,991 3,898,169
Home Sanitation Division Total: 7,534,419 7,410,762 123,657 26,840,568

Water activator installation．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．545,636 786,438 (240,802) 2,737,187

Repair of building water-works．．．．．．．．．．．．．．．． 424,363 353,935 70,428 1,510,381

Waterproofing of building．．．．．．．．．．．．．．．．．．．．．．．．．．．．．224,342 307,431 (83,089) 1,316,264

Other．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．315,543 372,949 (57,405) 1,369,900
Establishment Sanitation Division Total: 1,509,886 1,820,755 (310,868) 6,933,734

Industrial Waste (Waste plastic processing)．．．．．．．．．．．．．．．．．．．．．1,381,544 1,200,822 180,722 4,828,299

Generation of electricity．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．343,435 423,718 (80,283) 1,733,789

Industrial waste (Organic Waste Water Recycle)．．．．．．．．．．．．．．．．．384,998 471,306 (86,308) 1,649,778

Industrial waste (Incineration)．．．．．．．．．．．．．．．．．．．．．．．．．．．182,209 239,241 (57,032) 1,229,345

Other．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．．291,950 181,487 110,462 868,067

Environmental Resources Development Division Total: 2,584,137 2,516,576 67,561 10,309,281

Total Net Sales: 11,628,444 11,748,094 (119,649) 44,083,584

from April 1 to June 30

First quarter

 

 

 


