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Financial Highlights

ICOM INCORPORATED AND CONSOL IDATED SUBSIDIARIES

Years ended March 31, 2003, 2002 and 2001

Millions of yen TS%{%’QH;?
2003 2002 2001 2003

Net sales ¥ 26,665 ¥ 26,010 ¥ 25567 $ 221,857
Operating income 3,314 2,754 2,623 27,573
Income before income taxes and minority interests 2,293 3,585 3,080 19,078
Net income 1,371 2,069 1,820 11,407
Total assets 38,934 38,210 36,369 323,937

Per common share: Yen U.S. dollars
Net assets ¥2,327.38 ¥ 2,280.23 ¥2,141.19 $ 19.36
Net income 88.53 139.34 122.58 0.74
Cash dividends 10.00 10.00 10.00 0.08

Notes:
1. All dollar amounts herein refer to U.S. dollars that have been translated from Japanese-yen at ¥120.19=US$1.00, the exchange rate prevailing on March 31, 2003.
2. Amounts shown in millions of yen and thousands of dollars are rounded off to the nearest million and thousand.
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Operating Highlights

BUSINESS SEGMENT INFORMATION

Years ended March 31, 2003 and 2002
Millions of yen

Thousands of U.S. dollars

Net sales Operating income Net sales Operating income
2003 2002 2003 2002 2003 2002 2003 2002
Radio ¥ 22,889 ¥21,742 ¥3734 ¥3316 $190,440 $180,897 $31,067 $27,590
Computer 3,777 4,272 (420) (562) 31,425 35,543 (3,499 (4,676)
Elimination (D (4 0 0 (8) (33 0 0
Consolidated Total 26,665 26,010 3,314 2,754 221,857 216,407 27,573 22,914
Notes:

1. All dollar amounts herein refer to U.S. dollars that have been translated from Japanese-yen at ¥120.19=US$1.00, the exchange rate prevailing on March 31, 2003.
2. Amounts shown in millions of yen and thousands of dollars are rounded off to the nearest million and thousand.
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GEOGRAPHICAL SEGMENT INFORMATION

Years ended March 31, 2003 and 2002

Operating Highlights

Millions of yen

Thousands of U.S. dollars

Net sales Operating income Net sales Operating income

2003 2002 2003 2002 2003 2002 2003 2002
Japan ¥ 23,223 ¥ 22,231 ¥2582 ¥1,856 $193,219 $184,965 $21,483 ¥15442
North America 9,735 8,983 593 584 80,997 74,740 4,934 4,859
Europe 1,047 1,311 67 118 8,711 10,908 557 982
Asia& Oceania 2074 1,766 126 103 17,256 14,693 1,048 857
Elimination (9,414) (8,281) (54 93 (78,326)  (68,899) (449) 774
Consolidated Total 26,665 26,010 3,314 2,754 221,857 216,407 27,573 22,914

Notes:

1. All dollar amounts herein refer to U.S. dollars that have been translated from Japanese-yen at ¥120.19=US$1.00, the exchange rate prevailing on March 31, 2003.
2. Amounts shown in millions of yen and thousands of dollars are rounded off to the nearest million and thousand.

Net Sales
(Millions of yen)

o

o

\\

2002

1,311 1,766

i

23,223

0 Japan

North America
O Europe

@ Asia& Oceania

AR

1,04 2,074

e
2003

Operating Income
(Millions of yen)

A

.
2002

2,582

0O Japan

North America
O Europe

@ Asia& Oceania

593
67 126
-
2003

ICOM INCORPORATED ANNUAL REPORT 2003

3



OVERSEASSALES

Years ended March 31, 2003 and 2002

North America
Europe
Asia
Other
Overseas Total
Domestic Total
Consolidated Total

Notes:

Operating Highlights

Millions of yen

Thousands of U.S. dollars

2003 2002 2003 2002

¥ 10,107 37.9% ¥9457  36.4% $ 84,092 $ 78,684
4591 17.2% 4299 16.5% 38,198 35,768
4,431 16.6% 4555 17.5% 36,867 37,898
1,203 4.5% 1,103 4.2% 10,009 9,177
20,332 76.2% 19414  74.6% 169,166 161,527
6,333 23.8% 6,596  25.4% 52,691 54,880
26,665 100.0% 26,010 100.0% 221,857 216,407

1. All dollar amounts herein refer to U.S. dollars that have been translated from Japanese-yen at ¥120.19=US$1.00, the exchange rate prevailing on March 31, 2003.
2. Amounts shown in millions of yen and thousands of dollars are rounded off to the nearest million and thousand.

Net Sales 2002
(Millions of yen)

£ Europe;!
16.5% |:

Net Sales 2003

(Millions of yen)

4.5%

ICOM INCORPORATED ANNUAL REPORT 2003

4



|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Consolidated Balance Sheets

Years ended March 31, 2003 and 2002

Assets
Current assets:
Cash and time deposits (Note 7)
Marketable securities (Note 9)

Trade notes and accounts receivables
Less allowance for doubtful accounts

Inventories (Note 3)
Deferred income taxes (Note 12)
Other current assets
Total current assets

Property, plant and equipment:
Land
Building and structures
Machinery and equipment
Vehicles and vessels
Construction in progress
Property, plant and equipment, at cost
Less accumulated depreciation
Property, plant and equipment, net

Investments and other assets.
Investment securities (Note 9)
Deferred income taxes (Note 12)
Other investments
Other assets
Less allowance for doubtful accounts
Total Investments and other assets

Total Assets

See accompanying notes to consolidated financial statements

Millions of yen

Thousands of U.S. dollars
(Note 1)

2003 2002 2003 2002
¥ 18537 ¥ 1583 $ 154231 $ 131,758
2,742 2,890 22,814 24,045

4,669 4,582 38,847 38,123

(91) (72) (757) (599)

4,578 4,510 38,090 37,524

3,618 4,543 30,102 37,798

565 395 4,701 3,287

362 280 3,012 2,330

30,402 28,454 252,950 236,742

3,326 3,313 27,673 27,565

4,647 4,420 38,664 36,775

7,910 8,764 65,812 72,018

317 304 2,637 2,529

37 2 308 17

16,237 16,803 135,004 139,804

(9,569) (10,194) (79,615) (84,816)

6,668 6,600 55,479 54,088

425 1,688 3,536 14,045

549 372 4,568 3,095

901 994 7,496 8,270

110 183 915 1,522

(121) (90) (1,007) (749)

1,864 3,147 15,508 26,183

¥ 38934 ¥ 38210 $ 323937 $ 317,913
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|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Consolidated Balance Sheets

Years ended March 31, 2003 and 2002

Millions of yen

Thousands of U.S. dollars

Liabilities and shareholders equity

Current liabilities:
Accounts payable - Trade ¥
Accounts payable - Other
Accrued income taxes
Deferred income taxes (Note 12)
Accrued expenses
Other current liabilities

Tota current liabilities

Long-term liabilities:
Accrued retirement benefits
for employees (Note 11)
Accrued retirement benefits for directors
Other long-term liabilities

Total long-term liabilities

Minority interestsin consolidated subsidiaries

Shareholders equity (Note 4):
Common stock
Authorized — 34,000,000 shares;
Issued — 14,850,000 shares
in 2003 and 2002

Capita surplus

Retained earnings

Unrealized holding gains (losses) on securities
Trangdlation adjustments

Less treasury stock, at cost;
89,972 sharesin 2003 and 122 sharesin 2002

Total shareholders equity

Total liabilities and shareholders equity ¥

(Note 1)
2003 2002 2003 2002
1,299 1,321 $ 10,808 $ 10,991
446 458 3,711 3,811
716 737 5,957 6,132
0 O 0 O
911 864 7,580 7,188
67 73 557 607
3,439 3,453 28,613 28,729
401 229 3,336 1,905
537 548 4,468 4,559
103 83 857 691
1,041 860 8,661 7,155
43 36 358 300
7,081 7,081 58,915 58,915
10,449 10,449 86,937 86,937
16,758 15,594 139,429 129,745
(58) 256 (482) 2,130
292 481 2,430 4,002
34,522 33,861 287,229 281,729
(111) © (924) (V)
34,411 33,861 286,305 281,729
38,934 38,210 $ 323,937 $ 317,913

See accompanying notes to consolidated financial statements
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|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Consolidated Satements of Income

Years ended March 31, 2003 and 2002

- Thousands of U.S. dollars
Millions of yen

(Note 1)
2003 2002 2003 2002
Net sales ¥ 26,665 ¥ 26,010 $ 221,857 $ 216,407
Cost of sales 16,548 16,884 137,682 140,477
Gross profit 10,117 9,126 84,175 75,930
Selling, general and administrative expenses 6,803 6,372 56,602 53,016
Operating income 3,314 2,754 27,573 22,914
Other income (expenses):
Interest and dividend income 215 317 1,789 2,637
Interest expenses ()] (D] (0)] (8
Gain on sales of securities, net 203 0 1,689 0
Write-down of securities (27) (145) (224) (1,206)
Foreign exchange gain (loss), net (960) 1,214 (7,987) 10,101
Loss on disposal of inventories (115) (192) (957) (1,598)
Write-down of inventories (52 (45) (433) (374)
Sales discount (247) (252) (2,055) (2,097)
Equity in losses of affiliates ()] a a7 O
Other, net (36) (65) (300) (541)
(1,021) 831 (8,495) 6,914
Income before income taxes
and minority interests 2,293 3,585 19,078 29,828
I ncome taxes:
Current 1,043 1,600 8,678 13,312
Deferred (127) (89 (1,057) (740)
916 1,511 7,621 12,572
Minority interests (6) (5 (50) (42)
Net income ¥ 1371 ¥ 2,069 $ 11,407 $ 17,214

See accompanying notes to consolidated financial statements
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|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Consolidated Satements of Shareholders Equity

Common stock
Balance at beginning of the year

2003 - 14,850,000 shares;
2002 — 14,850,000 shares;
2001 - 14,850,000 shares
Balance at end of the year
2003—- 14,850,000 shares;
2002 — 14,850,000 shares;
2001 - 14,850,000 shares

Capital surplus
Balance at beginning of the year
Balance at end of the year

Retained earnings
Balance at beginning of the year

Net income

Cash dividends paid

Bonuses to directors and statutory auditors
Balance at end of the year

Unrealized holding gains (losses) on securities
Balance at beginning of the year

Net changes during the year
Balance at end of the year

Trandation adjustments

Balance at beginning of the year
Net changes during the year

Balance at end of the year

See accompanying notes to consolidated financial statements

Years ended March 31, 2003 and 2002

Millions of yen

Thousands of U.S. dollars
(Note 1)

2003 2002 2003 2002

¥ 7081 ¥ 708 $ 58915 $ 58915
¥ 7081 ¥ 7081 $ 58915 $ 58915
¥ 10449 ¥ 10449 $ 86937 $ 86,937
¥ 10449 ¥ 10449 $ 86937 $ 86,937
¥ 15594 ¥ 13727 $ 129745 $ 114211
1,371 2,069 11,407 17,214

(148) (148) (1,231) (1,231)

(59) (54) (492) (449)

¥ 16758 ¥ 15594 $ 139429 $ 129,745
¥ 256 ¥ 27 $ 2130 $ 2,721
(314) (71) (2,612) (591)

¥ (58) ¥ 256 $ (482 s 2,130
¥ 481 ¥ 213 $ 4002 $ 1,772
(189) 268 (1,572) 2,230

¥ 292 ¥ 81 $ 2430 $ 4,002
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|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Consolidated Satements of Cash Flows

Years ended March 31, 2003 and 2002

. Thousands of U.S. dollars
Millions of yen

(Note 1)
2003 2002 2003 2002
Operating activities:
Income before income taxes
and minority interests ¥ 2,293 ¥ 3,585 $ 19,078 $ 29,828
Depreciation and amortization 873 915 7,263 7,613
Interest and dividend income (215) (317) (1,789) (2,637)
Interest expenses 0 1 0 8
Foreign exchange (gain) loss, net 1,046 (1,085) 8,703 (9,027)
Notes and accounts receivable (318) (14 (2,646) (116)
Inventories 767 416 6,382 3,461
Notes and accounts payable 143 (120) 1,190 (999)
Other 209 512 1,739 4,259
Subtotal 4,798 3,893 39,920 32,390
Income taxes paid (1,109) (1,701) (9,227) (14,152)
Net cash provided by operating activities 3,689 2,192 30,693 18,238
Investing activities:
Decrease in time deposits with
original maturities over three months O 94 ad 782
Purchase of marketable securities (200) (345) (1,664) (2,871)
Proceeds from sales of marketable securities 500 743 4,160 6,182
Purchase of property, plant and equipment (902) (640) (7,505) (5,325)
Purchase of other assets (12) (111 (92 (924)
Purchase of investment securities (248) (1,153) (2,063) (9,593)
Proceeds from sales of investment securities 1,370 1,664 11,399 13,845
Interest and dividend income received 216 330 1,797 2,746
Other 1 514 8 4,277
Net cash used in investing activities 726 1,096 6,040 9,119
Financing activities:
Increase (decrease) in short-term bank 1oans a (522) g (4,343)
Proceeds from sales of treasury stock a 0) g O
Purchase of treasury stock (112) © (924) ()]
Interest expenses paid ()] D © 8
Cash dividends paid (149) (149) (1,239 (1,240)
Net cash used in financing activities (260) (672) (2,163) (5,591)
Effect of exchangerate changeson
cash and cash equivalents (1,308) 1,343 (10,883) 11,174
Increasein cash and cash equivalents 2,847 3,959 23,687 32,940
Cash and cash equivalents at beginning of year 18,222 14,263 151,610 118,670
Cash and cash equivalentsat end of year 21,069 18,222 175,297 151,610

See accompanying notes to consolidated financial statements
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|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Notesto Consolidated Financial Satements

1. Basisof Presenting Consolidated Financial Statements

ICOM INCORPORATED (the “Company”) and its domestic subsidiaries maintain their accounts and records in accordance with the
provisions set forth in the Commercial Code of Japan (the “Code”) and the Securities and Exchange Law and in conformity with accounting
principles and practices generally accepted in Japan, which may differ in some material respects from accounting principles and practices
generally accepted in countries and jurisdictions other than Japan.

In addition, the notes to the consolidated financial statements include information which is not required under accounting principles
generally accepted in Japan but is presented herein as additional information.

The Company’s overseas subsidiaries maintain their accounts and records in conformity with generally accepted accounting principles and
practices prevailing in their respective countries of domicile.

The accompanying consolidated financial statements are prepared based on the consolidated financial statements of the Company and its
subsidiaries (the “Group”) which were filed with the Director of Kanto Local Finance Bureau as required by the Securities and Exchange
Law.

In preparing the accompanying consolidated financial statements, certain reclassifications and rearrangements have been made to the
consolidated financial statements issued domestically in order to present them in aform which is more familiar to readers outside Japan.

The trandation of the Japanese yen amounts into U.S. dollars is included solely for the convenience of the reader, using the approximate
exchange rate at March 31, 2003, which was ¥120.19 to US$1.00. These convenience trandations should not be construed as
representations that the Japanese yen amounts have been, could have been, or could in the future be, converted into U.S. dollars at this or any
other rate of exchange.

2. Summary of Significant Accounting Policies

(a) Consolidation Principles

The accompanying consolidated financial statements include the accounts of the Company and its subsidiaries. Investments in the
affiliates over which the Company has the ability to exercise significant influence (mainly 20-50 percent owned companies) are accounted for
using the equity method.

Under the control or influence concept, a company in which a parent company and/or its consolidated subsidiaries, directly or indirectly,
are able to exercise control over operations is fully consolidated, and other companies over which the company and/or its consolidated
subsidiaries have the ability to exercise significant influence is accounted for by the equity method.

Investment in a remaining affiliate is stated at cost except that write-downs are recorded for the value of investments that have been
permanently impaired. If the equity method of accounting had been applied to these investments, the effect on the accompanying
consolidated financial statements would not be material.

All significant intercompany balances and transactions have been eliminated in consolidation. All material unrealized profit included in
assets resulting from transactions within the Group is eliminated.

(b) Marketable securitiesand I nvestment Securities

Securities are classified into two categories: equity investments in associates and other securities.

Other securities with market values are carried at fair value with the unrealized gains and losses, net of income tax, reported in a separate
component of shareholders’ equity.

Other securities with no market values are carried at cost. The cost is determined by the moving average method.

(c) Inventories

Finished gOOS ««++«xxsssrrerarssssssssnssssssns st principally cost being determined by the moving average method, except
for the lower of cost or market for some overseas subsidiaries

WOPK iN PrOCESS =##++sxxrssrresasssssssssssn s sttt cost being determined by the moving average method

Raw materials and supplies (for repair and R&D) «+«=++reereeeereees the lower of the moving average cost or market

Merchandise and supplies (Other) - =««««=seeereremrmrnmmnn.. principally at the most recent purchase prices

(d) Property, Plant and Equipment

Property, plant and equipment are stated at cost. Depreciation for the Company and its domestic subsidiaries is computed at rates based
on the estimated useful lives of assets using the declining-balance method except for buildings for which the straight-line method is applied.
Depreciation for the Company’s overseas subsidiaries is computed at rates based on the estimated useful lives of assets using both the
accelerated and the straight-line method.

ICOM INCORPORATED ANNUAL REPORT 2003 10



|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Notesto Consolidated Financial Satements

(e) Computer Software

Expenditure relating to computer software developed for internal use is charged to income when incurred, except if it contributes to the
generation of income or to future cost savings. Such expenditure is capitalized as an asset and is amortized using the straight-line method
over its estimated useful life which isin the range of 3to 5 years.

(f) Allowance for Doubtful Accounts
The alowance for doubtful accounts is computed based on the actual ratio of bad debts in the past and an estimate of certain uncollectible
amounts determined by an analysis of specific individual receivables.

(g) Accrued Retirement Benefits

The accrued retirement benefits for employees are provided based on the amount of projected benefit obligation reduced by pension plan
assets at fair value at the end of the annual period.

The retirement benefits for directors and statutory auditors are paid based on the Company regulation subject to the approval at the
shareholders meeting.

The accrued retirement benefit for directors are set up annually as the cost for the year can be estimated on the Company regul ation.

(h) Trandation of Foreign Currencies

Assets and liabilities of foreign subsidiaries are trandated into Japanese yen at the exchange rates in effect on the respective balance sheet
dates. Revenue and expenses are trandlated at the average rates of exchange for the respective years. Every monetary assets and liabilities
denominated in foreign currencies are trandlated into yen at the rate of exchange in effect at the balance sheet date and trand ation adjustments
of foreign currency financial statements are reflected in shareholders' equity and minority interests in the consolidated balance sheets.

(i) Leases
In Japan, finance leases other than those that are deemed to transfer the ownership of the leased assets to lessees are accounted for by a
method similar to that applicable to ordinary operating leases.

(j) Hedge Accounting
Foreign exchange contracts that meet the criteria are accounted for under the alocation method, which requires recognized foreign
currency receivables or payables to be trandated using the corresponding foreign exchange contract rates.

(k) Treasury Sock and Reversal of Legal Reserves
Effective from April 1, 2002, the Company adopted the Financial Accounting Standard No.1, “Accounting Standard on Treasury Stock and
Reversal of Legal Reserves’. The effect of adopting this standard on net income is insignificant.

(I) Earnings per Share

The Company has adopted the Financial Accounting Standard No.2, “Accounting Standards for Earnings per Share’, and the Financial
Accounting Standards Implementation Guidance No.4, “Implementation Guidance for the Accounting Standards for Earnings per Share,”
since the year beginning April 1, 2002. The effect of adopting these standardsis disclosed in Note 15.

(m) Appropriation of Retained Earnings

Under the Code, the appropriation of retained earnings with respect to the year ended March 31, 2003 was made by resolutions of the
shareholders at the annual meeting held subsequent to the close of the year. Therefore, the accounts for the year do not reflect such
appropriations.  See Note 17.

(n) Consolidated Statements of Cash Flows

For the purposes of cash flow statements, cash and cash equivaents comprise cash in hand, deposits held at call with banks, net of
overdrafts and all highly liquid investments with maturities of three months or less.

ICOM INCORPORATED ANNUAL REPORT 2003
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|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Notesto Consolidated Financial Satements

3. Inventories
Inventories at March 31, 2003 and 2002 comprised the following:

Millions of yen Thousands of U.S. dollars

2003 2002 2003 2002
Merchandise & Finished products ¥ 2292 ¥ 3,084 $ 19,069 $ 25,659
Work in process 46 62 383 516
Raw material and supplies 1,280 1,397 10,650 11,623
3,618 4,543 30,102 37,798

4. Shareholders Equity

The Code requires the Company to transfer an amount equal to at least 10% of appropriations paid in cash to the legal reserve. Under the
revised Code effective on October 1, 2001, the Company may not appropriate retained earnings to the legal reserve when the total balance of
the legal reserve and additional paid-in capital equals to 25% of common stock. Amounts of the legal reserve and additional paid-in capital
in excess of 25% of common stock, subject to a shareholders' approval, may be used for dividend distributions.

5. Sock Option Plans
The Company has stock option plans and the following is outlines of the plans:

Plans approved on June 29, 2000:

QUElIFIEA PEISONS -+ vseseessssisises e 7 directors of the Company
Number of shares granted 70,000 shares
EXEICISE PriCE eeererssssssssiiii ¥2101
Plans approved on June 27, 2001:
QuElified PErSONS: e 7 directors and 113 employees of the Company
Number of shares granted -« s, 186,000 shares
EXEICISE PriCe sovesesessesissssisisissisis ¥1,199
Plans approved on June 26, 2003:
QUAElIFIEA PEISONS:+++++svseseessssssises directors, auditors and employees of the Company and
its domestic subsidiaries
Number of shares granted -« up to 400,000 shares
EXEICISE PriCE eeeereressssssssiiii aprice determined by multiplying by 1.03 the average market
price of the Company’s common stock in previous month
of the grant date

6. Research and Development
Research and development expenditure charged to income was ¥1,758 million ($14,627 thousand) and ¥1,606 million ($13,362 thousand)
for the years ended March 31, 2003 and 2002, respectively.

7. Cash and Cash Equivalents
Cash and cash equivalents at March 31, 2003 and 2002 consisted of the following:

Millions of yen Thousands of U.S. dollars
2003 2002 2003 2002
Cash and time deposits
(in the consolidated balance sheets) ¥ 18,537 ¥ 15,836 $ 154231 $ 131,758
Marketable securities 2,742 2,890 22,813 24,045
Subtotal 21,279 18,726 177,044 155,803
Time deposit (due after 3 months) 3 4 (25) (33
Marketable securities (due after 3 months) (207) (500) (1,722) (4,160)
Cash and cash equivaents
(in the consolidated statements of cash flow) 21,069 18,222 175,297 151,610

ICOM INCORPORATED ANNUAL REPORT 2003
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|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Notesto Consolidated Financial Satements

8. Leases

Pro forma information relating to acquisition costs, accumulated depreciation and future minimum lease payments for property held under
finance |eases which do not transfer ownership of the leased property to the lessee on an “asif capitalized” basis for the years ended March 31,
2003 and 2002, is as follows:

Millions of yen Thousands of U.S. dollars

2003 2002 2003 2002
Acquisition cost ¥ O ¥ 10 $ O s 83
Accumulated depreciation O 9 O 75
Net leased property ] 1 1] 8

Note 1: All the above amounts are related to “Machinery and equipment”.
Note 2: The acquisition costs under finance leases include the imputed interest expense portion.

Future minimum |ease payments under finance leases as of March 31, 2003 and 2002 were as follows:
Millions of yen Thousands of U.S. dollars

2003 2002 2003 2002
Due within 1 year ¥ O ¥ 1 $ O s 8
Due over 1 year 0 0 0 1]
Tota ] 1 1] 8

Note 1: The future minimum lease payments under finance leases include the imputed interest expense portion.

Lease payments relating to finance leases accounted for as operating leases in the accompanying consolidated financia statements
amounted to ¥1 million ($8 thousand) and ¥2 million ($17 thousand) for the years ended March 31, 2003 and 2002, respectively.

Depreciation expense, which is not reflected in the accompanying consolidated statements of income, computed by the straight-line method
over the lease period as its useful lives with no residual value, would have been ¥1 million ($8 thousand) and ¥2 million ($17 thousand) for
the years ended March 31, 2003 and 2002, respectively.

9. Marketable securitiesand | nvestment Securities

Marketable securities and investment securities for the year ended March 31, 2003 are as follows:
(1) Other marketable securities:

Millions of yen Thousands of U.S. dollars

2003 2003
Acquisition Unrealized Acquisition Unrealized
Cost Book Value Gain (Loss) Cost Book Value Gain (Loss)
Those of the Book Value exceeding the Acquisition Cost
(1) Stocks ¥ 10 ¥ 17 ¥ 7 $ 83 % 141 % 58
(2) Bonds

Government, Municipal bonds O O 0 O O O
Corporate bonds 218 218 0 1,814 1,814 0

Other ] ] ad ] ] ]

(3) Other 0 0 ad 0 0 0
Subtotal 228 235 7 1,897 1,955 58

Those of the Book Value not exceeding the Acquisition Cost
(1) Stocks 183 174 9) 1,522 1,447 (75)
(2) Bonds

Government, Municipal bonds O O 0 O O O
Corporate bonds 200 199 Q) 1,664 1,656 8

Other 0 0 ad 0 0 0

(3) Other 0 0 ad 0 0 0
Subtotal 383 373 (10) 3,186 3,103 (83)
Total 611 608 (3) 5,083 5,058 (25)

(2) Other securities sold during thefiscal year under review:

Millions of yen

Thousands of U.S. dollars

2003 2003
Salesprice ¥ 3,493 $ 29,062
Tota gain on sales 203 1,689
Total loss on sales 0 0

ICOM

INCORPORATED ANNUAL REPORT 2003
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|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Notesto Consolidated Financial Satements

(3) Non-marketable securities:

Millions of yen Thousands of U.S. dollars
2003 2003
Other securities Book Value Book Vaue
Unlisted stocks (except for the over-the-counter stocks) ¥ 16 $ 133
Money market fund 2,535 21,092
Tota 2,551 21,225
(4) Maturity values expected for securitieswith maturity and bonds held for the maturity out of other securities:
Millions of yen Thousands of U.S. dollars
2003 2003
- Over 1 year but I Over 1 year but
Within 1 year within 5 years Within 1 year within 5 years
(1) Bonds
Government, Municipal bonds ¥ O ¥ O $ o $ O
Corporate bonds 207 210 1,722 1,747
Other O O O O
(2) Other 0 O 0 O
Tota 207 210 1,722 1,747
Marketable securities and investment securities for the year ended March 31, 2002 are as follows:
(1) Other marketable securities:
Millions of yen Thousands of U.S. dollars
2002 2002
Acquisition Unrealized Acquisition Unresalized
Cost Book Value Gain (Loss) Cost Book Value Gain (Loss)
Those of the Book Value exceeding the Acquisition Cost
(1) Stocks ¥ 305 ¥ 520 ¥ 215 $ 2537 % 4,326 $ 1,789
(2) Bonds
Government, Municipal bonds O O O O O O
Corporate bonds 18 18 0 150 150 0
Other O O O O O O
(3) Other 1,007 1,073 66 8,378 8,927 549
Subtotal 1,330 1,611 281 11,065 13,403 2,338
Those of the Book Value not exceeding the Acquisition Cost
(1) Stocks 5 5 0) 42 42 ©
(2) Bonds
Government, Municipal bonds O O 0 O O O
Corporate bonds 200 200 0) 1,664 1,664 ©)
Other 300 300 (0) 2,496 2,496 0)
(3) Other 0 0 0 0 0 0
Subtotal 505 505 (0) 4,202 4,202 (0)
Tota 1,835 2,116 281 15,267 17,605 2,338
(2) Other securities sold during thefiscal year under review:
Millions of yen Thousands of U.S. dollars
2002 2002
Salesprice ¥ 1,492 $ 12,414
Tota gain on sales 210 1,747
Total loss on sales 209 1,739
(3) Non-mar ketable securities:
Millions of yen Thousands of U.S. dollars
2002 2002
Other securities Book Value Book Vaue
Unlisted stocks (except for the over-the-counter stocks) ¥ 72 $ 599
Money market fund 2,390 19,885
Total 2,462 20,484
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(4) Maturity values expected for securitieswith maturity and bonds held for the maturity out of other securities:

Millions of yen Thousands of U.S. dollars
2002 2002
- Over 1 year but - Over 1 year but
Within 1 year within 5 years Within 1 year within 5 years
(1) Bonds
Government, Municipal bonds ¥ O ¥ O $ o $ O
Corporate bonds 200 18 1,664 150
Other 300 0 2,496 0
(2) Other d 1,018 d 8,470
Tota 500 1,036 4,160 8,620

10. Derivativesand Hedging Activities

Derivative financia instruments are utilized by the Company principaly to reduce foreign exchange rate risk. The Company has
established a control environment which includes policies and procedures for risk assessment and for the approval, reporting and monitoring
of transactions involving derivative financia instruments. The Company does not hold or issue derivative financia instruments for trading
puUrposes.

The Group is exposed to certain market risks arising from its forward exchange contracts. The Group is aso exposed to the risk of credit
loss in the event of non-performance by the counterparties to the currency; however, the Group does not anticipate non-performance by any of
these counterparties all of whom are financial institutions with high credit ratings.

Foreign exchange contracts that meet the criteria are accounted for under the alocation method, which requires recognized foreign
currency receivables or payables to be trandated using the corresponding foreign exchange contract rates.

11. Accrued Retirement Benefits

The following tables set forth the changes in benefit obligation, plan assets and funded status of the Company and its subsidiaries
a March 31, 2003 and 2002.

Millions of yen Thousands of U.S. dollars

2003 2002 2003 2002
Benefit obligation at end of the year ¥ (3219) ¥ (2,892) $ (26,782) $  (24,061)
Fair value of plan assets at end of the year 1,425 1,459 11,856 12,139
Unfunded retirement benefit obligation (1,794) (1,433) (14,926) (11,922)

Unrecognized net transition obligation
at date of adoption 474 513 3,944 4,268
Unrecognized actuarial gain 919 691 7,646 5,749
Accrued retirement benefits for employees (401) (229) (3,336) (1,905)
Note: Some domestic subsidiaries have adopted allowed alternative treatment of the accounting standards for retirement benefit for small
business entity.

Severance and pension costs of the Company and its subsidiaries included the following components for the years ended March
31, 2003 and 2002.

Millions of yen Thousands of U.S. dollars

2003 2002 2003 2002
Service cost ¥ 193 ¥ 166 $ 1,606 $ 1,381
Interest cost 56 66 466 549
Expected return on plan assets (28) (41) (233) (341)

Amortization of transition obligation

at date of adoption 39 39 324 325
Amortization of actuarial gain 71 17 591 141
Net periodic benefit cost 331 247 2,754 2,055

Note: The net periodic benefit cost of the domestic subsidiaries, who have adopted allowed alternative treatment of the accounting standards
for retirement benefit for small business entity, are included in the service cost.
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Assumption used in the accounting for the defined benefit plans for the years ended March 31, 2003 and 2002 are as follows:

2003 2002
Method of attributing benefit to periods of service Sraight-line basis Straight-line basis
Discount rate 2.0% 2.0%
Long-term rate of return on fund assets 2.0% 2.0%
Amortization period for prior service cost ] g
Amortization period for actuarial gain 10 years 10 years
Amortization period for transition obligation at date of adoption 15 years 15 years

12. Income Taxes

The Company and its domestic subsidiaries are subject to Japanese national and local taxes based on income, which, in the aggregate,
resulted in anormal statutory tax rate of approximately 42% for both 2003 and 2002.  Foreign subsidiaries are subject to income taxes of the

countries in which they operate.

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets or liabilities at March 31, 2003 and

2002 are presented below:
Millions of yen Thousands of U.S. dollars
2003 2002 2003 2002
Deferred tax assets:
Unrealized profit on inventories ¥ 255 ¥ 236 $ 2122 $ 1,964
Retirement and severance benefit for directors 220 230 1,830 1,914
Retirement and severance benefit for employees 164 95 1,365 790
Accrued bonus 115 95 957 790
Write-down of securities 57 89 474 740
Accrued enterprise taxes 70 68 582 566
Allowance for doubtful accounts 62 0 516 a
Unrealized holding gains (losses) on securities 42 a 349 O
Write-down of inventories 21 50 175 416
Other 119 106 990 882
Tota gross deferred tax assets 1,125 969 9,360 8,062
Deferred tax liahilities:
Unrealized holding gains (losses) on securities a (a85) a (1,539)
Specia depreciation reserve (1) (12) (91) (91)
Other (0) (6) (0) (50)
Total gross deferred tax liabilities (11) (202) (91) (1,680)
Net deferred tax assets 1,114 767 9,269 6,382

Under the revised local tax legidation, the aggregate statutory tax rate of the Company has been changed from 42.0% to 41.0% for the
years beginning April 1, 2004. The effect of this change is to decrease deferred tax assets (net of deferred tax liabilities) by ¥13 million
($108 thousand) at March 31, 2003 and to increase deferred income taxes by ¥13 million ($108 thousand) for the year ended March 31, 2003.

13. Segment Information

The Company and its consolidated subsidiaries are primarily engaged in the manufacture and sales of products in Japan and overseas in
two major segments: Radio and Computer segments.  The Radio products are manufactured by the Company and Wakayama Icom Inc., and
those products are sold in Japan and overseas through the Company and its consolidated subsidiaries. The manufacture in the Computer
segment is handled by the Company and Wakayama |com Inc. and some components and commercial products are supplied by Asialcom Inc.

The market of the Computer segment is mainly in Japan and the products are sold by the Company and its domestic subsidiaries.
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(1) Business Segments
The business segment information of the Group for the years ended March 31, 2003 and 2002 is as follows:
Millions of yen

2003
Radio Computer Subtotal Elimination Consolidated
O . Net Sdles and Operating Income
Sales to customers ¥ 22,889 ¥ 3,776 ¥ 26,665 ¥ O ¥ 26,665
Intersegment sales O 1 1 (1) O
Total net sles 22,889 3,777 26,666 (@) 26,665
Operating Expenses 19,155 4,197 23,352 (1) 23,351
Operating Income 3,734 (420) 3,314 0 3,314
O . Assets, Depreciation and Capital Expenditures
Assets 35,362 3,572 38,934 (0) 38,934
Depreciation 838 35 873 O 873
Capital Expenditures 1,152 7 1,159 O 1,159
Thousands of U.S. dollars
2003
Radio Computer Subtotal Elimination Consolidated
O . Net Sales and Operating Income
Salesto customers $ 190,440 $ 31,417 $ 221,857 $ o $ 221,857
Intersegment sales O 8 8 (8) O
Total net sales 190,440 31,425 221,865 (8) 221,857
Operating Expenses 159,373 34,919 194,292 (8) 194,284
Operating Income 31,067 (3,494) 27,573 0 27,573
O . Assets, Depreciation and Capital Expenditures
Assets 294,217 29,720 323,937 0) 323,937
Depreciation 6,972 291 7,263 O 7,263
Capital Expenditures 9,585 58 9,643 O 9,643
Millions of yen
2002
Radio Computer Subtotal Elimination Consolidated
O . Net Sales and Operating Income
Sales to customers ¥ 21,742 ¥ 4,268 ¥ 26,010 ¥ O ¥ 26,010
Intersegment sales O 4 4 (4) O
Total net sales 21,742 4,272 26,014 (4 26,010
Operating Expenses 18,426 4,834 23,260 (4) 23,256
Operating Income 3,316 (562) 2,754 0 2,754
0 . Assets, Depreciation and Capital Expenditures
Assets 34,681 3,529 38,210 (0) 38,210
Depreciation 869 46 915 O 915
Capital Expenditures 813 5 818 O 818

ICOM INCORPORATED ANNUAL REPORT 2003 17



|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Notesto Consolidated Financial Satements

Thousands of U.S. dollars

2002
Radio Computer Subtotal Elimination Consolidated
O . Net Sdles and Operating Income
Salesto customers $ 180,897 $ 35510 $ 216,407 $ o $ 216,407
Intersegment sales O 33 33 (33) O
Total net sles 180,897 35,543 216,440 (33) 216,407
Operating Expenses 153,307 40,219 193,526 (33) 193,493
Operating Income 27,590 (4,676) 22,914 0 22,914
O . Assets, Depreciation and Capital Expenditures
Assets 288,551 29,362 317,913 0) 317,913
Depreciation 7,230 383 7,613 O 7,613
Capital Expenditures 6,764 42 6,806 O 6,806
(2) Geographical Segments
The geographical segments of the Group for the years ended March 31, 2003 and 2002 are summarized as follows:
Millions of yen
2003
Japan A%c()arrtita Europe OA:e:n&iLa Subtotal Elimination  Consolidated
O . Net Sales and Operating Income
Sales to customers ¥ 15177 ¥ 9732 ¥ 1040 ¥ 716 ¥ 26665 ¥ O ¥ 26,665
Intersegment sales 8,046 3 7 1,358 9,414 (9,414) 0
Total net sales 23223 9,735 1,047 2,074 36,079 (9,414) 26,665
Operating Expenses 20,641 9,142 980 1,948 32,711 (9,360) 23,351
Operating Income 2,582 593 67 126 3,368 (54) 3,314
0. Assets 35,349 4,654 563 818 41,384 (2,450) 38,934
Thousands of U.S. dollars
2003
Japan A':lncgrtir:;a Europe g:e:n%a Subtotal Elimination  Consolidated
O . Net Sales and Operating Income
Sales to customers $ 126275 $ 80972 $ 8653 $ 5957 $ 221,857 $ o $ 221,857
Intersegment sales 66,944 25 58 11,299 78,326 (78,326) ]
Total net sales 193,219 80,997 8,711 17,256 300,183 (78,326) 221,857
Operating Expenses 171,736 76,063 8,154 16,208 272,161 (77,877) 194,284
Operating Income 21,483 4,934 557 1,048 28,022 (449) 27,573
0. Assets 294,109 38,722 4,684 6,806 344,321 (20,384) 323,937
Millions of yen
2002
Japan A%c()arrtita Europe OA:e:n&iLa Subtotal Elimination  Consolidated
O . Net Sales and Operating Income
Sales to customers ¥ 15221 ¥ 8980 ¥ 1268 ¥ 541 ¥ 26010 ¥ O ¥ 26,010
Intersegment sales 7,010 3 43 1,225 8,281 (8,281) a
Total net sales 22,231 8,983 1,311 1,766 34,291 (8,281) 26,010
Operating Expenses 20,375 8,399 1,193 1,663 31,630 (8,374) 23,256
Operating Income 1,856 584 118 103 2,661 93 2,754
0. Assets 34,780 4,828 532 918 41,058 (2,848) 38,210
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Thousands of U.S. dollars

2002
Japan A%c()arrtita Europe OA:e:n&iLa Subtotal Elimination Consolidated
O . Net Sales and Operating Income

Sales to customers $ 126641 $ 74715 $ 10550 $ 4501 $ 216407 $ O $ 216407

Intersegment sales 58,324 25 358 10,192 68,899 (68,899) a
Total net sales 184,965 74,740 10,908 14,693 285,306 (68,899) 216,407
Operating Expenses 169,523 69,881 9,926 13,836 263,166 (69,673) 193,493
Operating Income 15,442 4,859 982 857 22,140 774 22,914
0. Assets 289,375 40,170 4,426 7,638 341,609 (23,696) 317,913

(3) Overseas Sales
The overseas sales, which include export sales of the Company and sales (other than exports to Japan) of the overseas subsidiaries, for the
years ended March 31, 2003 and 2002 are as follows:

Millions of yen Thousands of U.S. dollars
2003 2002 2003 2002
North America ¥ 10,107 37.9% ¥ 9,457 36.4% $ 84,092 $ 78,684
Europe 4,591 17.2% 4,299 16.5% 38,198 35,768
Asia 4,431 16.6% 4,555 17.5% 36,867 37,898
Other 1,203 4.5% 1,103 4.2% 10,009 9,177
Salesto foreign customers 20,332 76.2% 19,414 74.6% 169,166 161,527
Consolidated net sales 26,665  100.0% 26,010 100.0% 221,857 216,407
14. Related Party Transactions
Directorsand Principal Individual Shareholders
Attribute of related Parties -« e Companies whose directors and their close relatives own
amagjority of itsvoting rights
COmMPany NaME eererereseerrrs Gigapaace (Note 2)
AArESS oeeseesrsrssis i Naniwa-ku, Osaka
Capital SLOCK «+errrrrrerereeee ¥105 million ($874 thousand)
PrinCipal BUSINESS -+ eererrsrsssrsssrsssssssssisst i Sales of computers
Percentage of VOtNG Fights e Direct, 11.56% in 2003, 11.77% in 2002
Relationship;
Number of interlocking directors and corporate auditors -«««--seseseseees None
ONDUSINESS  -+oereeeresesesssssssss Sales of computers
Transactions and year-end balances:
Millions of yen Thousands of U.S. dollars
Transactions for the year: 2003 2002 2003 2002
Sales of computers ¥ 43 ¥ 49 $ 358 $ 408
Purchase of computers 0 1 0 8
Year-end balances:
Trade notes and accounts receivables 3 2 25 17
Accounts payable — Other 0 0 0 0

Note 1: Transaction terms and policies

Sales price and other conditions of transactions in terms of computer sales were the same as the ones with other non-related parties.
Note 2: 5 directors of the Company and their close relatives own 95% of Gigapalace's voting rightsin 2003.

Mr. Tokuzo Inoue, the Company’s director, and his close relatives own 100% of Gigapalace's voting rightsin 2002.

Mr. Inoue is also aprincipal individual shareholder of the Company.

Gigapalace isaprincipal corporate shareholder of the Company.
Note 3: The amounts of transaction above do not include consumption taxes, while the year-end balances do.

ICOM INCORPORATED ANNUAL REPORT 2003

19



|COM INCORPORATED AND CONSOLIDATED SUBS DIARIES

Notesto Consolidated Financial Satements

15. Per Sharelnformation

Yen U.S. dollars
2003 2002 2003 2002
Net income:

Basic ¥ 8853 ¥ 139.34 $ 074 $ 1.16
Diluted 88.40 0 0.74 ad
Cash dividends 10.00 10.00 0.08 0.08
Net assets 2,327.38 2,280.23 19.36 18.97

The computation of basic net income per share is based on the weighted average number of shares of common stock outstanding during
each period.
Cash dividends per share shown in the statements of income are the amounts applicable to the respective years.

The Company has adopted the Financial Accounting Standard No.2, “Accounting Standards for Earnings per Share”, and the Financial
Accounting Standards Implementation Guidance No.4, “Implementation Guidance for the Accounting Standards for Earnings per Share”’,
since the year beginning April 1, 2002.

The basic financial data for the computation of basic and diluted net income per share based on the above standards for the year ended
March 31, 2003 is as follows:

- Thousands of
Millions of Yen U.S. dollars
2003 2003
Information on basic net income:
Net income ¥ 1,371 $ 11,407
Deduction from net income
Bonuses to directors and statutory auditors (58) (483)
Adjusted net income allocated to common stock 1,313 10,924
Weighted average number of common shares outstanding 14,828,513 shares
Infor mation on basic diluted net income:
Amounts to be adjusted in consideration of dilutive effect ¥ 1] $ ad
Increase in number of common shares in consideration of dilutive effect 22,192 shares
Warrants 22,192 shares

If the Company had adopted the new standards for the year ended March 2003, the per share amount of net assets at March 31, 2002, the
basic net income and diluted net income for the year ended March 31, 2002 would have been ¥2,276.29, ¥135.40 and zero, respectively.

16. Significant Subsidiaries and Affiliates

The Company’s subsidiaries and significant affiliates are as follows:

Name Ownership Interest Country of Incorporation Subsidiaries/Affiliates

lcom America, Inc. 100.0% United States of America Consolidated Subsidiary
Icom (Europe) GmbH 100.0% Germany Consolidated Subsidiary
Icom (Austraia) Pty., Ltd. 92.7% Australia Consolidated Subsidiary
Icom Spain, S.L. 100.0% Spain Consolidated Subsidiary
Asialcom Inc. 100.0% Taiwan Consolidated Subsidiary
Wakayama |com Inc. 100.0% Japan Consolidated Subsidiary
Icom Information Products Inc. 100.0% Japan Consolidated Subsidiary
Comforce Inc. 49.0% Japan Affiliate by the equity method

17. Subsequent Event

The following appropriations of the Company’s retained earnings in respect of the year ended March 31, 2003 were as proposed by Board
of Directors and approved by the shareholders at the annual meeting held on June 26, 2003:

Millions of Thousands of
yen U.S. dollars
2003 2003
Cash dividends ¥ 74 $ 616
Bonuses to directors and statutory auditors 58 482
132 1,098
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|ndependent Auditors Report

The Board of Directors
ICOM INCORPORATED

We have audited the accompanying consolidated balance sheets of ICOM INCORPORATED
and consolidated subsidiaries as of March 31, 2003 and 2002, and the related consolidated
statements of income, shareholders equity, and cash flows for the years then ended, all
expressed in yen. These financia statements are the responsibility of the Company's
management. Our responsibility is to independently express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards, procedures and practices
generally accepted and applied in Japan. Those standards, procedures and practices require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financia statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in al material
respects, the consolidated financial position of ICOM INCORPORATED and consolidated
subsidiaries at March 31, 2003 and 2002, and the consolidated results of their operations and
their cash flows for the years then ended in conformity with accounting principles and
practices generally accepted in Japan.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect
to the years ended March 31, 2003 and 2002 are presented solely for convenience. Our audit
also included the trandlation of yen amounts into U.S. dollar amounts and, in our opinion, such
trandation has been made on the basis described in Note 1 to the consolidated financial
Statements.

June 26, 2003

See Note 1 to the consolidated financial statements which explains the basis of preparation of
the consolidated financial statements of ICOM INCORPORATED and consolidated
subsidiaries under Japanese accounting principles and practices.
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