


CONSOLIDATED FINANCIAL HIGHLIGHTS

Mitsui Fudosan Co., Ltd. and Subsidiaries

Thousands of U.S. dollars
U.S. dollars
except per share amounts

Millions of yen
except per share amounts

2001 2002 2001 2002

For the Year:

Revenue from operations ¥ 1193081 ¥1,152,484 $ 8,953,703 $ 8,649,033

L= T oo = 26,112 29,807 195,967 223,691
As a percentage of revenue from operations ... 2.2% 2.6%
As a percentage of shareholders' equity ... 6.4% 4.9%
At Year-End:
Cash dIVIAENAS ... 4,063 5,689 30,490 42,690
0] LI ] £ N 2,846,467 3,028,969 21,361,856 22,731,478
Shareholders’ @QUILY ... 411,097 609,536 3,085,158 4,574,384
COMMON SEOCK ocvvvsvvrvrsscresrrsssesssssssmssssssssssssssssssssssssssssssssssssnes 134,433 134,433 1,008,880 1,008,880
Number of Shareholders .......mmm————— 51,704 51,201
Number of EMPIOYEES ... 13,380 12,503

Per Share Data:

NET INCOME oo, ¥ 321 ¥ 36.7 3 0.241 $ 0.275
Diluted NEL INCOME ... 31.8 36.2 0.239 0.272
Cash dividends applicable to the year ... 6.0 7.0 0.045 0.053

Note: U.S. dollar amounts are translated from yen at the rate of ¥133.25=U.5.$1.00, the approximate exchange rate at March 31,2002.

Revenue from Operations Net Income (Loss) Total Assets

(Billions of yen)

(Billions of yen) (Billions of yen)

1,194.8 1,193.1

11587 1 1402 11525

(31.5) (35.8) (58.4)
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TO OUR SHAREHOLDERS

Overview of Fiscal 2001

Fiscal 2001, ended March 31, 2002, was
a noteworthy year, as symbolized by a
paradigm shift in Japan’s real estate
industry. Among the noteworthy devel-
opments occurring during the fiscal year,
a listing system for Japan Real Estate
Investment Trusts (JREITS), which link real
estate properties with capital markets,
was established on the Tokyo Stock
Exchange (TSE). In September 2001,
Office Building Fund of Japan, Inc.,
which was established based on a plan
by Mitsui Fudosan Co,, Ltd., earned the
distinction of being the first fund to be
listed on the TSE's JREIT market. The
listing of this fund heralded the debut in
Japan of a new type of entity that holds
high-quality income-producing proper-
ties and distributes the majority of
income from the management of these
properties to investors. In March 2002,
Office Building Fund of Japan was the
first TSE-listed JREIT to announce its
results and distribute its profits. Subse-
quently, the price of this fund firmed,
which, | believe, reflects the market’s
recognition of this fund’s ability to
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produce stable income as well as its
growth potential. In addition to the
initially listed funds including Office
Building Fund of Japan two more JREITs
listed in June and a number of others are
scheduled for listing in a few years. Along
with these developments, | am confident
that, in the near future, we will finally
witness a further invigoration of the
Japanese real estate investment market.
As was announced on March 1, 2002,
at the end of the fiscal year under review
the Mitsui Fudosan Group revalued the
book value of its landholdings in accor-
dance with the Japanese Law Concern-
ing Land Revaluation. As a result, differ-
entials between market value and book
value shrank significantly. This revalua-
tion will facilitate the implementation of
flexible strategies to optimize our asset
portfolio, including new assets added to
our portfolio, with minimal impact on
our profit and loss. In April, the Business
Accounting Council, an FSA council,
announced an exposure draft and
decided to adopt impairment account-
ing in Japan in the near future. However,
| believe we have already reduced a large
portion of profit risk through the imple-

mentation of revaluation.

In the past, | have mentioned that it is
imperative for Mitsui Fudosan to reform
its business methods as value in real
estate evolves from merely holding real
estate assets toward emphasis on
effectively utilizing real estate. Trends
such as the debut of JREITs as well as the
implementation of land revaluation by
the Mitsui Fudosan Group correspond
with the paradigm shift in real estate. We
recognize that this shift also represents
the first step in an age in which greater
stress is not only placed on raising the
value of each income-producing prop-
erty but also on ensuring the outstand-
ing quality and dominance of real estate
portfolios.

Performance

| would now like to review our perfor-
mance for fiscal 2001. Revenues from
operations amounted to ¥1,152.5 billion,
down 3.4% from the previous fiscal year.
Operating income was ¥103.0 billion, a
5.0% decrease. Despite such income-
reducing factors as a ¥31.8 billion de-

crease in net sales, a ¥10.5 billion decline
in operating income at Mitsui Home Co,,
Ltd.,, and ¥2.7 billion in additional depre-
ciation expenses accompanying the
decision to close the LaLaport Ski Dome
SSAWS, we were able to achieve this
level of operating income thanks to
higher income in our asset businesses,
including our leasing and sales of hous-
ing, office building and land businesses,
as well as our non-asset businesses of
brokerage, consignment sales and
consulting and property managent.

This favorable performance resulted
from our continual emphasis on taking a
customer-oriented approach in the
leasing of office building and others and
in our sales of housing, office building
and land business as well as promoting a
shift to a demand-pull driven business
concept while endeavoring to improve
business performance.

On a different note, it is with great
sadness that | report that executive
director Yoshihiko Katori passed away in
August 2001. Mr. Katori’s extensive
efforts and dedication throughout his
career at Mitsui Fudosan contributed
significantly to the growth of the Com-
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pany, especially in the sales of housing
business.

Next, let me briefly discuss the results
and growth of Mitsui Fudosan’s non-asset
businesses, focusing particularly on the
brokerage, consignment sales and
consulting segment and the property
management segment. In fiscal 2001,
these two segments posted combined
operating income of ¥25.2 billion, ap-
proximately the same level as the ¥26.7
billion in operating income posted by the
sales of housing, office building and land
segment, which serves as the pillar of
our asset business along with leasing.
This solid performance was also attribut-
able to the fact that our business models
centered on joint investments, plus non-
asset businesses began steadily growing
in the new real estate market.

Regarding the Company's financial
condition, assets at the end of the fiscal
year amounted to ¥3,029 billion, up 6.4%,
reflecting the revaluation of land. Interest
-bearing debt totaled ¥1,461 billion,
down 6.0%, and shareholders’ equity was
¥610.0 billion, up 48.3%.

Besides raising the efficiency of our
businesses and marketing, we also
concentrated on improving the entire
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Group's financial condition by imple-
menting concrete and highly efficient
financial strategies. We started fund
procurement on a consolidated basis and
introduced a cash management system
as well as a system for making loans to
subsidiaries. In addition, to maintain
immediate liquidity, we have established
a ¥145 billion commitment line with
several Japanese and overseas banks.

Establishing a Foundation for
Future Growth

The Mitsui Fudosan Group is vigorously
implementing its three-year Mid-Term
Management Plan, which will guide the
Company's operations through the fiscal
year ending March 31, 2003. During the
three years of this plan, Mitsui Fudosan
aims to achieve quantitative targets for
operating income, interest-bearing debt,
ROA, total assets, debt-equity ratio, and
operating cash flows. The Company is
also working to build an optimal organi-
zation for maximizing synergies and will
rebuild its value chain.

During the fiscal year under review,
steps taken to strengthen our business

and finance-related operations have
enabled us to promptly review our
business and organization. We decided
upon and implemented a number of
measures that will enable us to lay the
foundation for future growth. We have
placed top priority on selection and
concentration in our businesses. As part
of these efforts, first, we will make one of
our key subsidiaries, Mitsui Real Estate
Sales Co,, Ltd., a wholly owned subsid-
iary in October 2002. Second, at the end
of September 2002 we will close the
LaLaport Ski Dome SSAWS, which has
squeezed our profitability. Third, in
March 2002 we sold Mitsui Harbour and
Urban Construction Co., Ltd., to the Mirai
Group Co,, Ltd. In view of the persistently
harsh conditions in the construction
industry, this decision was made based
on the belief that the optimal choice for
Mitsui Harbour and Urban Construction
in carrying out its future business was to
pursue growth outside the Group.
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Investment

Mitsui Fudosan places particular emphasis
on two types of investment styles. The first
is making investments to enhance the
value of existing portfolio assets. Specifi-
cally, these are investments for renova-
tion that include rebuilding existing
facilities or renovating the functions and
equipment of these facilities. At present,
we are progressing with redevelopment
plans at such properties as the
Muromachi Mitsui Shinkan Building,
which has 134,000mz in total floor space,
situated in the same Nihonbashi area of
Central Tokyo as the Company’s head-
guarters, as well as the Nakanoshima
Mitsui Building, with 71,000m? in total
floor space, in Osaka.

Our second approach is to make joint
investments with domestic and overseas
institutional investors. Regarding invest-
ments in new projects, our joint invest-
ment style since 1997 has been modeled
on an investment made in the same year
with the Government of Singapore
Investment Corp. (GIC), which entailed
the joint acquisition of land for Shiodome
City Center, with total floor space of
212,000m?, in the Shiodome area of

Shiodome City Center
(Scheduled for Completion in January 2003/212,000m?)

Central Tokyo. Using the same invest-
ment style, in September 2001 a consor-
tium of domestic institutional investors
formed by Mitsui Fudosan won a ¥180
billion bid for a 7.8-hectare site in Minato-
ku Tokyo previously occupied by the
Japan Defense Agency.

The aim of joint investments is to
minimize the share of investments
required for each project, which allows
invested capital to be committed to an
even wider range of projects. The Mitsui
Fudosan Group not only seeks returns as
an investor. As a service provider in all
phases of a project—from commence-
ment of construction to completion and
start-up of operations—the Group aims
to offer joint investors its real estate
related skills and specialized expertise,
through which it is able to earn manage-
ment fees. We believe this approach is
key to maximize returns per investment
unit without increasing interest-bearing
debt. Mitsui Fudosan is promoting this
investment approach a step ahead of
other companies in the industry and the
results of these endeavors are steadily
emerging.

Looking Ahead

The general economic outlook surround-
ing the Mitsui Fudosan Group is expect-
ing to make progress in business restruc-
turing and improve corporate earnings .
However, remains clouded by such
factors as the likely continued curtail-
ments in capital investment and sluggish
personal consumption caused by the
adverse employment and income
environments.

There are also mounting concerns
about the so-called 2003 Issue in the
urban office building market. Amid an
upsurge in the supply of large-sized
office building in prime urban locations,
slumping demand will conspire with the
elimination and consolidation of offices
by corporate tenants to heighten com-
petition among different areas as well as
individual buildings.

Looking at the market for condomini-
ums in the Tokyo metropolitan area, the
continued high supply of condominiums
is likely to trigger a shakeout among
products that lack attractiveness in terms
of location, product planning, and prices,
as consumers become increasingly
selective in their purchases.
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Years ended March 31 2001 2002
Floor space Revenue Floor space Revenue
(m2) (Millions of yen) (m2) (Millions of yen)
Office buildings and commercial facilities ..................... ¥ 267,568 ¥ 264,480
Owned 2,026,852 1,900,141
Managed 1,276,948 1,326,281
Total 3,303,800 ¥ 267568 3,226,422 ¥ 264,480
Units (Mnﬁg\rﬁ%ﬁem Units (Mnﬁg\rlg%#eyen)
Residential ¥ 42923 ¥ 44,602
Owned 909 365
Managed 28,708 31,832
Total 29,617 ¥ 42923 32,197 ¥ 44,602
Revenue Revenue
(Millions of yen) (Millions of yen)
Other ¥ 19344 ¥ 22419
Total revenue ¥ 329,835 ¥ 331,501
Operating income ¥ 68551 ¥ 71,718

shopping centers. In March 2002,
we opened our sixth outlet mall,
Jazz Dream at NAGASHIMA Shops
and Restaurants (Kawana-gun, Mie),
the largest such facility in the Tokai
region. Jazz Dream at NAGASHIMA
Shops and Restaurants radiates an
atmosphere of entertainment based
on a New Orleans jazz theme.

Jazz Dream at NAGASHIMA
Shops and Restaurants is one
example of a new type of outlet mall
called the “Mitsui Outlet Park.” We
take care to bring forth the true style
of a factory outlet mall by focusing
on clearance items, rather than
outlet-only products and regularly
priced items. These facilities are
developed around a theme, and the

(Completed in

Tokyo-Bay LaLaport
April 1981/230,000m?)

many events carried out on the
premises make for a lively atmo-
sphere. People do not just go to our
outlet parks to shop, they go to
stroll around, relax, and have a
good time.

Results

Revenue from the leasing segment
in the fiscal year ended March 31,
2002, was ¥331.5 hillion, an increase
of ¥1.7 billion from the previous
fiscal year. Leasing revenue in-
creased as a result of higher
revenues from such subsidiaries as
Mitsui Real Estate Sales Co., Ltd. and
Mitsui Fudosan Housing Lease Co.,,
Ltd., which compensated for a
decrease in parent company
revenue due to the expiration of

-

large-scale office building subleases.
Operating income in the segment
advanced 4.6% to ¥71.7 billion, an
increase of ¥3.2 billion from a year
earlier, owing to reduced leasing
expenses and favorable foreign
exchange rates at Mitsui Fudosan
America, Inc.

As of March 31, 2002, on a
consolidated basis, the vacancy rate
of office buildings and commercial
facilities worsened 1.9 percentage
points to 4.1% compared with the
end of the previous fiscal year. Of
this increase, 1.3 percentage points
are attributable to the withdrawal of
a key tenant at a large-scale shop-
ping center operated by the parent
company in the Chukyo area.

Jazz Dream at NAGASHIMA
Shops and Restaurants
(Completed in

March 2002/20,000m?)
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Sales of Housing,
Office Building and Land
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River City 21 Century Park Tower (Front) (Completed in March 1999/756 units)
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Aoyama Park Tower
(Scheduled for Completion in
May 2003/314 units)



Revenue from Operations

(Billions of yen)
359.3

3273

3283 3366

'99

'00

‘01 '02

Operating Income (Loss)

(Billions of yen)

(11.4)

'99

89

'00

26.7
20.6

'01 '02

The Mitsui Fudosan Group engages
in the housing sales business while
meeting a wide variety of home-
owner needs. With a view to
coordinating entire communities,
our guiding principle in the housing
business is to create living environ-
ments that satisfy the needs of
residents. This way of thinking is
evident in our large-scale develop-
ments throughout Japan.

In the fiscal year ended March 31,
2002, we recorded sales of high-rise
condominiums in urban centers,
including at The Park Tower Tokyo

South (Shinagawa-ku, Tokyo), Shiba
Park Tower (Minato-ku, Tokyo) and
Park City Ichikawa (Ichikawa-shi,
Chiba). In addition, we also posted
brisk sales of condominiums in the
Aoyama Park Tower (Shibuya-ku,
Tokyo) and the Tokyo Park Tower
(Chiyoda-ku, Tokyo). Sales of our
high-rise condominiums, which
offer comfortable living spaces in
urban centers, were robust in the
fiscal year under review.

In detached housing operations,
our activities center on sales of our
Fine Court series of single-unit
homes, which achieve a balance
between convenience and relax-
ation. This series includes Fine Court
Ogikubo Masters Fort (Suginami-ku,
Tokyo) and Fine Court Kurihira
(Kawasaki-shi, Kanagawa), which
have received high acclaim for
accommodating customer prefer-
ences.

The Mitsui Fudosan Group makes
every effort to improve quality in all
processes, including condominium
planning, construction, sales,
management, and after-sales
service, by providing products and
services that customers appreciate.
e \We respond to ecological

concerns by employing energy

The Park Tower Tokyo South
(Completed in July 2001/
239 units)

conservation measures, extend-

ing the life cycles of buildings,

and using ecologically friendly
materials that are easy on the
environment and people.

e We provide an easy-to-under-
stand explanation of home
functions, including basic
characteristics that are not
immediately apparent.

e We also offer floor plans and
amenities with home care in
mind, making life more enjoyable
for senior citizens.

e We opened the Mitsui Condo-
minium After-Sales Service Center
to facilitate the provision of Mitsui
Fudosan after-sales services in a
swift, efficient, and helpful
manner.

We have redefined our approach
to ensuring quality into three
categories, which we call Object
Quiality for interior furnishings and
materials, Experiential Quality for
excellent design and feel, and
Latent Quality for the enduring
aspects of long-term performance,
including foundations and core
material strength.

With the belief that quality starts
with precisely meeting the needs of
residents, we constantly create new

8 park City Ichikawa
(Completed in March
2002/815 units)
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Years ended March 31 2001 2002
. Revenue Average unit price . Revenue Average unit price

Housing Sales Units (Millions of yen)  (Millions of yen) Units (Millions of yen)  (Millions of yen)
Detached housing:

Tokyo metropolitan area ... 542 ¥ 33928 ¥62.6 697 ¥ 38,119 ¥54.7

Other 227 9,319 411 203 8,167 40.2
Total 769 ¥ 43247 ¥56.2 900 ¥ 46,286 ¥51.4
Condominiums:

Tokyo metropolitan area ... 3,589 ¥188,447 ¥52.5 3,583 ¥183,649 ¥51.3

Other 1,626 55,160 339 1,782 59,482 334
Total 5215 ¥243,607 ¥46.7 5,365 ¥243,131 ¥45.3
Total housing sales:

Tokyo metropolitan area ... 4131 ¥222 375 ¥538 4,280 ¥221,768 ¥51.8

Other 1,853 64,479 348 1,985 67,649 341
Total 5,984 ¥286,854 ¥47.9 6,265 ¥289,417 ¥46.2

Years ended March 31

Millions of yen
( 2001y )

Millions of yen
( 2002y )

Other sales revenue:

Land ¥ 24174 ¥ 26,123
Buildings 17,253 21,102
Total ¥ 41427 ¥ 47,225
Total revenue ¥328,281 ¥336,642
Operating income ¥ 20,606 ¥ 26,669

proposals that reflect customers’
opinions in our condominiums and
single-unit homes. We do this
through Mitsui Open Communica-
tion, a system that promotes frank
and sincere communication with
customers through group discus-
sions, surveys, and the Internet.
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In the fiscal year ended March 31,
2002, the Mitsui Fudosan Group
recorded the sale of 5,365 condo-
miniums, an increase of 150 units,
and 900 detached homes, an
increase of 131 units from the

revenues from sales of office
buildings and land rose ¥5.8 billion
to ¥47.2 billion with the sale of two
office buildings, one in Hawaii,
U.S.A, and the other in Paris, France.
Total revenues in this segment
climbed ¥8.4 billion to ¥336.6 billion.

previous fiscal year. As aresult, total ~ Operating income advanced 29.4%,
revenues from sales of housing grew  or ¥6.1 billion, to ¥26.7 billion on the

¥2.6 billion to ¥289.4 billion while

2-chome

(Completed in June 2001/

S 71 units)

back of higher revenues.

Fine Court Ogikubo
Masters Fort
(Completed in May 2002/
13 units)



Construction

Revenue from Operations
(Billions of yen)

2750 o731 2838

2372

'99 '00 ‘01 '02

Operating Income (Loss)
(Billions of yen)
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|
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The construction segment mainly
comprises the operations of two
subsidiaries. One, a leading com-
pany in the construction of 2x4
houses, is Mitsui Home Co,, Ltd.,
which takes orders for the construc-
tion of individual homes and
apartments. The other is Mitsui

Orders, Order Backlogs and Project Completions

Harbour and Urban Construction
Co, Ltd., which performs civil
engineering projects for ports and
residential land preparation.

During the fiscal year under
review, Mitsui Home was adversely
affected by a sudden deterioration
in market conditions that included a
sharp drop in single-unit housing
starts. Seriously affected by losses at
Mitsui Home, revenues and operat-
ing income fell considerably in the
construction segment. In response,
Mitsui Home announced the
formulation of a business restructur-
ing plan in March 2002. While
working to strengthen brand power
and raise customer satisfaction, the
plan calls for the examination of
major reforms to the business
structure, including substantial cost
reductions and a review of the
personnel and organizational
system, to respond to an operating

environment that is expected to
become more challenging in the
future. These measures aim to
restore earnings and to create a
company that generates long-term
stable profits.

In March 2002, Mitsui Fudosan
transferred all of its holdings in
Mitsui Harbour and Urban Construc-
tion, the other company in this
segment, to the Mirai Group Co,,
Ltd. As a consequence, the fiscal
year ended March 31, 2002 is the
last fiscal year to reflect the results of
Mitsui Harbour and Urban Construc-
tion in the consolidated accounts of
the Mitsui Fudosan Group.

Revenue from the construction
segment declined 16.4%, or ¥46.6
billion, to ¥237.2 billion. An operat-
ing loss of ¥5.2 billion was recorded,
compared with operating income of
¥6.7 billion in the previous fiscal year.

(Millions of yen)

Years ended March 31 2001 2002
Building Civil Building Civil
construction  engineering Total construction engineering Total
Orders:
Work-on-hand at beginning of period ... ¥105802 ¥ 65,832 ¥171,634 ¥ 96,007 ¥ 53,916 ¥149,923
Orders during period 157,448 59,421 216,869 139,103 54,022 193,125
Total ¥263250  ¥125253 ¥388,503 ¥235,110 ¥107,938 ¥343,048
Project completions ¥167,243 ¥ 71,337 ¥238,580 ¥140,812 ¥ 62,093 ¥202,905
Work-on-hand at end of period . ¥ 96,007 ¥ 53916 ¥149,923 ¥ 04,208 ¥(90,701) ¥ 45845 ¥(—) ¥140,143 ¥(90,701)
Projects (Millions of yen)
Years ended March 31 2001 2002
Building Civil Building Civil
construction  engineering Total construction engineering Total
Orders:
Project COMPIELIONS ... ¥167,243 ¥ 71,337 ¥238,580 ¥140,812 ¥ 62,093 ¥202,905
Work-on-hand at end of period:
Total 96,007 53,916 149,923 94,298 (90,701) 45,845 140,143 (90,701)
Work in progress 12,003 9471 21474 14,603 (14,358) 9,646 24,249 (14,358)
As a percentage of work-on-hand
at end of period 12.5% 17.6% 14.3% 155% (15.8%) 21.0% (—) 17.3% (15.8%)
Projects during period ¥165,621 ¥ 68,706 ¥234,327 ¥143,412 ¥ 62,268 ¥205,680

Notes: Affiliates of Mitsui Home Group are not included although Mitsui Home is included.

Figures in brackets represent the amounts excluding those of Mitsui Harbour and Urban Construction’s and Sanei

Engineering's which were no longer consolidated subsidiaries as from March 31, 2002.
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Brokerage, Consignment
Sales and Consulting

Revenue from Operations

(Billions of yen)
457
402 415
348
'99 '00 ‘01 '02

Operating Income
(Billions of yen)

175

134 136

77

'99 '00 ‘01 '02

Targeting aggressive growth in the
Mitsui Fudosan Group, this segment
is an important non-asset business
providing a variety of services related
to real estate.

Specializing in brokerage and
consignment sales services, Mitsui
Real Estate Sales Co., Ltd. reinforced
its area network centering on
“Rehouse” companies and regional
sales companies to more swiftly and
flexibly meet customer needs. We
also launched “e-Rehouse,” which
provides real estate information via
the Internet. These measures have
resulted in a robust increase in
revenues from brokerage services
and maintained the same level in
consignment sales. The Company
has decided to make Mitsui Real
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Estate Sales a wholly owned
subsidiary in October 2002. While
advancing the integration and
restructuring of overlapping
businesses within the Mitsui
Fudosan Group, Mitsui Real Estate
Sales aims to grow as a leading
company in the real estate broker-
age and consignment sales industry.

In consulting services, the
Company is responsible for the
management of various projects,
including the Shiodome City Center
(Minato-ku, Tokyo), Shiodome Block
E (Minato-ku, Tokyo), the lidabashi
Project (Chiyoda-ku, Tokyo), and the
Roppongi 3-chome Project (Minato-
ku, Tokyo). Backed by a long list of
accomplishments, the Company
provides investors and owners with
sophisticated expertise and special-
ized knowledge in real estate
development.

Office Building Fund Manage-
ment Japan, Ltd., which manages
on consignment the fund of Office
Building Fund of Japan, Inc.,
contrib,uted to revenues and profits
throughout most of the fiscal year
under review.

In September 2001, a consortium
led by Mitsui Fudosan made a
successful bid for a 7.8-hectare site
previously occupied by the Japan
Defense Agency (Minato-ku, Tokyo).
We are combining our efforts to
make the project a textbook
example of urban revitalization, and
to reflect the cosmopolitan nature of
Tokyo. The project presents a new
opportunity for Mitsui Fudosan
Investment Advisors, Inc., which is
entrusted with the management of
the collaborating investors' assets,
and for the Company, which is
entrusted with managing the
project, making use of the Group’s
experience in creating added value
in real estate.

In the brokerage, consignment sales
and consulting segment, revenues
in the consulting category soared
47.3% to ¥9.1 billion. As a result,
revenues from the segment climbed
10.1% to ¥45.7 billion, an increase of
¥4.2 billion from the previous fiscal
year. Operating income rose 28.9%,
or ¥3.9 billion, to ¥17.5 billion.

Years ended March 31 2001 2002

Units (Mﬁmg? yeen) Units (Mﬁm%? ;en)
Brokerage 22,941 ¥26,910 24,121 ¥28,581
Consignment sales 5436 8,469 5,236 8,076
Consulting — 6,169 — 9,086
Total revenue — ¥41,548 — ¥45,743
Operating income — ¥13,608 — ¥17,542




Property

Management

Revenue from Operations
(Billions of yen)

52.3
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Operating Income
(Billions of yen)

36
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The property management segment
is an important non-asset business
of the Mitsui Fudosan Group, on par
with the brokerage, consignment
sales and consulting segment.

The Mitsui Fudosan Group
provides office management
services mainly through Group
companies Daiichi Seibi Co,, Ltd.
and M.F. Building Management Co.,
Ltd., taking full advantage of office
building management know-how in
property management, leasing
management and other areas. In a
comfortable office environment,
from basic infrastructure, such as air
conditioning and power and
communications systems to the final
touches in security, janitorial
services, environmental friendliness,

and amenities, we consider first
what it takes to create an office
environment that employees find
pleasant and stimulating, and then
put everything into providing
services to make this ideal work-
place possible.

Meeting a variety of client needs,
the tenant improvement category is
an important element in creating
comfortable office environments.
While clearly discerning the assets of
building owners and tenants, we
perform construction for tenants,
including moving in preparations,
floor layout changes, and restoring
spaces to their original status on
moving out. For the owner, we are
placed in charge of preserving and
improving asset value with repair
and maintenance services.

Mitsui Fudosan Housing Services
Co,, Ltd. and Daiichi Management
Co,, Ltd. engage in condominium
management, while Lalaport Co,,
Ltd. and others manage commercial
facilities.

Results
In the fiscal year under review,
revenues in the tenant improve-

ment category declined ¥8.2 billion
to ¥21.5 billion due to the absence
of management projects in line with
the moving in of major tenants
recorded in the previous fiscal year.
However, revenues in the property
management category rose ¥5.2
billion to ¥46.4 billion, owing to
such factors as office building
management services consigned by
the Office Building Fund of Japan,
Inc.

Total revenues in the property
management segment decreased
4.2%, or ¥3 billion, to ¥67.9 billion in
the fiscal year under review. Operat-
ing income increased 5.0%, or ¥0.4
billion, to ¥7.7 billion.

(Millions of yen)
Years ended March 31 2001 2002
Revenue:
Property management ¥A1177 ¥46,403
Tenant Improvement 29,696 21,513
Total revenue ¥70,873 ¥67,916
Operating income ¥ 7,298 ¥ 7,665
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Sales of Housing
Materials and Merchandise

Revenue from Operations
(Billions of yen)
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Operating Income
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Mitsui Home Components Co,, Ltd.
and other subsidiaries engage in the
production and sale of housing
materials. Uni Living Co,, Ltd.
manages home centers and
supermarkets mainly in the Tokyo
metropolitan area, and retails do-it-
yourself (DIY) goods and foodstuffs.
Daiichi Seed Co, Ltd. engages in
the wholesale and retail of flowers,
seeds, and gardening supplies.

Sales in the housing materials section
amounted to ¥21.0 billion, while sales
in the housing merchandise section
were ¥50.6 billion, providing total
sales for the segment of ¥71.6 billion,
an increase of ¥1.0 billion, and oper-
ating income of ¥1.3 billion, up ¥0.5
billion from the previous fiscal year.

(Millions of yen)
Years ended March 31 2001 2002
Revenue:
Housing materials ¥21452 ¥20,953
Merchandise 49,131 50,624
Total revenue ¥70,583 ¥71,577
Operating income ¥ 834 ¥ 1,342
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Facility

Operations

Revenue from Operations

(Billions of yen)
474
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Operating Income (Loss)

(Billions of yen)
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The Company manages the Garden
Hotel chain comprising approxi-
mately 3,500 rooms in 15 hotels
throughout Japan. The Company
also operates the Halekulani Hotel in
Honolulu, Hawaii, which has won
the Five Diamond Award from the
American Automobile Association
(AAA) for 17 consecutive years.

The Company manages seven
golf courses in Japan.

In September 2002, Mitsui

Years ended March 31

Revenue:
Hotels

Other

Total revenue

Operating income




Fudosan Co,, Ltd. decided to close
the LaLaport Ski Dome SSAWS, an
indoor ski facility opened in
Funabashi, Chibain 1993. The
facility was in the red as customer
interest has fallen off due to the
demise of the skiing and
snowboarding boom in Japan. The
decision was made after manage-
ment determined that the facility
closure would result in higher
shareholder value than continued
operation, and in due consideration
of new capital investment needed in
the future.

Sales in the hotel management
section declined ¥0.9 billion to ¥28.7
billion, owing partly to the adverse
effect of lower revenues at the
Halekulani Hotel after the Septem-
ber 11 terrorist attacks in the United
States. Sales in the other facility
operations section fell ¥1.5 billion to
¥16.3 billion. Overall, sales in the
facility operations segment declined
¥2 4 billion to ¥45.0 billion.

The segment posted an operat-
ing loss of ¥4.3 billion, owing mainly
to an increase in depreciation from
the decision to close the LaLaport
Ski Dome SSAWS resulting from
reduction in the useful life of the
facility.

(Millions of yen)
2001 2002
¥29,549 ¥28,659
17,838 16,309
¥47,387 ¥44,968
¥ (55) ¥(4,271)

Other

Revenue from Operations

(Billions of yen)
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Mitsui Home Linkage Co., Ltd.
engages in leasing operations.
Mitsui Fudosan Loan Guarantee Co.,
Ltd. provides home loan guarantees.

Sales of the finance leasing section
were ¥3.9 billion, and those of other
sections totaled ¥13.0 billion, giving
total sales in the other segment of
¥16.9 billion, while operating income
was ¥0.9 billion.

(Millions of yen)
Years ended March 31 2001 2002
Revenue:
Finance and lease ¥ 4,068 ¥ 3,926
Other 16,699 12,968
Total revenue ¥20,767 ¥16,894
Operating income ¥ 3,807 ¥ 861
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CORPORATE GOVERNANCE

Management recognizes the urgent need to build an efficient organization with thorough compliance proce-
dures, while making concerted efforts throughout the Group to realize customer-oriented operations.

Corporate officers appointed by the Board
of Directors shall execute the Company’s
business in accordance with basic man-
agement policies determined by the
Board. The president, who also serves as
the chief executive officer, holds the
highest level of responsibility for business
execution.

By shifting the business execution role
from the Board of Directors to the corpo-
rate officers, the Company aims to transfer
and concentrate business execution
authority in a flexible manner uncon-
strained by the Board framework. In this
way, we seek to create a business execu-
tion system that best suits the operating
environment and our capacity.
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We are witnessing the evolution of a
brand-new real estate market, symbolized
by the advent of Japan Real Estate Invest-
ment Trusts (JREITS). In order to gain the
confidence of customers and investors,
while reinforcing our non-asset business
as outlined in Mid-Term Management
Plan, we are upgrading our compliance
systems based on fresh perspectives.

We have set up the Compliance
Committee, headed by the chief compli-
ance officer. Through the Committee, we
promote a thorough understanding and
enforcement of compliance-related rules
and regulations via in-house training and
other measures.

To foster a common awareness and
raise the level of required knowledge
among all employees, we are preparing a
compliance manual and formulating in-
house compliance rules.

The Advisory Committee has been set up
to provide management with multifaceted
perspectives gained through the diversi-
fied opinions of external experts.

The Committee consists of corporate
managers, academic specialists, and
others, whose advice is embraced by the
president. Members are listed below (two-
year tenure).

Kunio Ito
(Professor, Graduate School of Commerce,
Hitotsubashi University)

Taizo Nishimuro
(Director, Chairman of the Board, Toshiba Corp.)

Tomoyo Nonaka
(Journalist)

Toshihiko Fukui
(Chairman, Fujitsu Research Institute)



ENVIRONMENTAL MANAGEMENT

To create an “urban environment that benefits from abundance,” we are pursuing “coexistence with the environ-
ment,” which involves giving consideration to the protection of the earth’s environment and raising environmen-
tal efficiency as we carry out our business activities. Accordingly, we will aim for “coexistence with the environ-

ment” to the limit of our technological and economic abilities.

1. Promote harmonious coexistence with
the environment by establishing environ-
mental goals and plans based on a firm
grasp of the impact of corporate activities
on the global environment.

2. Aim to continually improve environ-
mental efficiency from the standpoint of
preserving the global environment by
working to reduce environmental impact
and prevent pollution through aggressive
environmental measures

3. Coexist with the environment by setting
independent standards when necessary,
based on a strict observance of laws
regarding the environment.

4. Coexist with the environment, con-
struct and maintain an environmental
management system.

5. Through environmental education and
awareness activities, perpetuate an
awareness of environmental issues in all
employees.

6. Promote communication with commu-
nities and society through efforts to
disclose necessary information, such as
the Company’s environmental measures.

Reducing the Use of Materials That Harm
the Earth’s Environment

Reduction of Hazardous Materials
Placing high consideration on people’s
health in offering condominiums and
detached houses, Mitsui Fudosan has
standardized its high-grade, low-formal-
dehyde building materials. In addition,
Mitsui Fudosan is building a framework for
compliance with environment-related
laws and ordinances and is working to
reduce the use of hazardous materials by
strictly adhering to these laws and ordi-
nances.

CO2 Emission Reduction

Based on the fundamental thinking
embodied in the Life-Cycle-Assessment,
Mitsui Fudosan has begun analyzing the
effects of its business activities on the
environment. Also, as part of efforts to
reduce the volume of CO; emissions, the
Company is vigorously implementing
such measures as the introduction of
energy-saving equipment and systems
and the development of buildings with
longer lives.

Waste Reduction

Mitsui Fudosan is building a recycle loop
and is recycling used paper. As an addi-
tional measure, Mitsui Fudosan is separat-
ing and collecting waste construction
materials at building sites with the aim of
reusing these materials to the greatest
extent possible. Mitsui Fudosan is also
working on the development of equip-
ment that recycles raw refuse into feed.
The Company has submitted a patent
application for this equipment.

Approach to Contributing to the Better-
ment of the Earth

Environmental Improvement

Under the theme "Eco Life Support,”
Mitsui Fudosan is creating separation and
collection systems that allow people to
participate in the separation and collec-
tion of refuse in offices. Our buildings also
incorporate a wiring system that reduces
the electric power consumption of
appliances on standby. By doing so,
Mitsui Fudosan is providing opportunities
for people who use its buildings to
participate in environment-protection
activities.

Environmental Communication

The Company is maintaining open
communications with its customers
through its Mitsui Open Communication
(MOC) System. Also, Mitsui Fudosan
strives to raise the environmental aware-
ness of each employee by providing
environment-related education.

Environmental Contributions

Through its contributions to environmen-
tal organizations and its voluntary activi-
ties, Mitsui Fudosan is carrying out social
activities that contribute to the protection
of the earth’'s environment.
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MEMBERS OF THE BOARD

Jun-Ichird Tanaka

Hiromichi lwasa

From left : Koichi Omuro, Tadamasa Nishihara, Moriya Saito, Hisamitsu Tsubahara, Yotaro Hayashi, Osamu Ogawa

Jun-Ichiro Tanaka Moriya Saito

Hiromichi Iwasa

Hiromichi lwasa Hisamitsu Tsubahara

! . Tadamasa Nishihara
Moriya Saito
Yotaro Hayashi

Koichi Omuro

Osamu Ogawa
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Hisamitsu Tsubahara

Tadamasa Nishihara

Yotaro Hayashi
Koichi Omuro

Osamu Ogawa

Hirohiko Kamei
Yuji Yokoyama
Kazuichi Nagata
Takayuki Namae

Tatsuo Soda

Minoru Satou
Kuniaki lkeya
Yoshiki Kageyama

Nobumi Tobari

Sadafumi Abe
Ken-Ichi Kamiya
Ken Fujii

Akira Watanabe

Shigeo Sasaki
Takayoshi Saito
Takashi Ikeda

Ryouji Nakamura



