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Projections of operating results and changes in the operating environment are based on information available 
to management at the time this report was prepared. As such, these projections entail risks and uncertainties. 
Readers should be aware that actual results events may differ substantially from these projections.

Forward Looking Statements

Profile

Established in 1925, NABCO Ltd. (hereinafter “NABCO” or “the Company”) 

pioneered the manufacturing of air brakes for railway cars in Japan. Playing a key 

role in businesses involving people’s safety and comfort, the Company has since 

then contributed to the advancement of society by developing and combining its 

hydraulic and pneumatic control technologies with electrical and electronic control 

technologies.

       The Company’s business centers on transport equipment-related control system 

technology such as railway air brake and automotive brake systems, as well as 

industrial equipment-related control system technology for construction machinery 

and for the ship and building areas. In recent years, the Company has also focused 

attention on equipment in areas that contribute to human welfare such as prosthesis 

knee joint.

       The NABCO Group, with its core located at NABCO’s headquarters office in Kobe, 

currently consists of five sales offices and four plants in Japan and four sales offices 

overseas. In addition, the Group has established ten affiliated companies in Japan 

and six overseas and licenses technology to eleven overseas companies.

       In 1998, the Company formulated its Basic Plan for Preservation of the Environment 

against the backdrop of worldwide interest in the preservation of the global 

environment. Taking a group-wide approach to the environment, the entire NABCO 

Group is actively involved in developing products that reduce environmental impacts.

       Carrying out its commitment to people’s safety and comfort, NABCO will 

continue to manufacture customer-pleasing products and contribute to the 

advancement of society.
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Note: The U.S. dollar amounts represent translations of Japanese yen  amounts at the rate of ¥133=U.S. $1.
           See Note 1 to the consolidated financial statements. 　 

Millions of yen

Millions of yen

2002

Thousands  of
U.S. dollars

2002

Yen U.S. dollars

For the year :

    Net sales

    Operating income (loss)

    Net income (loss)

At year-end :

    Total assets

    Shareholder’equity

    Net income (loss)

Amounts per share : 

 

¥ 58,231

1,220

(3,865)

73,423

23,789

¥ 61,654

465

(3,257)

80,131

26,248

$ 437,825

9,173

(29,060)

552,049

178,871

¥  (48.10) ¥  (40.53)

2001

 

¥ 63,098

(892)

(992)

77,814

30,675

¥  (12.01)

2000

 

¥ 66,662

(200)

(861)

87,010

32,828

¥  (10.33)

1999

 

¥ 74,433

1,556

5,296

90,347

34,229

¥   63.54

1998

$    (0.362)

Consolidated basis

Financial Highlights
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Consolidated Business Results

The Medium-Term Business Plan and Initiatives for the Future 

Message from the President

During the term under review, the fiscal year ending March 31 2002, the performance of the Japanese economy 
was still severely poor. Although exporting weaknesses seem to have bottomed out, capital investment remains 
low while consumer spending standard worsened primarily due to the increasing rate of unemployment. 
And the long term market effect of holding poor and underperforming debt continue. Even in the field of brakes, 
a market in which the Company claims the honor of holding top share, the economic environment has been 
severe, further reflecting trends of reduced demand in the domestic market.
       In the face of these conditions, the NABCO Group undertook the goals of its new medium term business 
plan, launched in April 2000, putting priority on the increase of profitability. In Yamagata factory, the Group put 
forth efforts to improve productivity by setting up a new production system. At the same time, in the field of 
hydraulic equipment and systems and multi-staged parking systems, the Group secured orders concerning 
prioritizing profitability by carefully selecting and focusing its market. In addition, the Group has aggressively 
undertaken various efforts such as entering a new market in the field of diesel exhaust gas disposal equipment, 
and establishing the new Welfare Products Department.
       With the internationally competitive power of our products, the Group has aggressively expanded to 
overseas markets. Especially during the current term, the Group has explored new clients and secured orders by 
reinforcing strong marketing efforts, especially in China, Korea, the Philippines and other key areas throughout 
Asia.
       Along with efforts to expand profits in its domestic and overseas markets, the Group has introduced its 
“Early Retirement System” to continue to cut labor costs. The Group has also undertaken the reinforcement and 
improvement of its administrative structure by relocating its headquarters, thereby cutting fixed costs and 
reducing assets.
       As a result of these activities along with strong efforts in marketing and administration, consolidated net 
sales for the term under review amounted to ¥58,230 million, a declined of 5.65% from the preceding term, 
while operating profits increased by 162.5% to amount to ¥1,220 million. However, we managed to account for 
all of the specified stock that the Group holds, although its value decreased, which was recorded as a loss. 
And also the Group added ¥4,100 million security valuation loss as a special loss. Net losses for the term under 
review amounted to ¥3,860 million.
       Turning to investment in facilities, the Group has invested ¥560 million into new products and into the 
rationalization of equipment and facilities with the objective of enhancing our competitive strengths in transport 
equipment related business, as well as another ¥520 million into our industrial division. The cost of these 
investments, together with reconstruction costs and the transfer of our headquarters office, came to ¥1,250 million.

Although the economy showed a little recovery in IT (Information Technology) and export related business, 
the outlook is that the Japanese economy will continue to endure its currently severe situation in the railroad, 
truck manufacturing and construction businesses, all of which are related to our market. In the face of these 
conditions, the Group considered this last period as a “term in which to solidify the base.” In other words, the 
Group intends to strengthen our organizational framework while, on the other hand, we continue to work on the 
aggressive development and expansion of business, without expecting the growth of the sales too optimistically. 
The Group is carefully selecting and focusing on our market and planning to solidify its base of development and 
expansion. Moreover, the Group plans to achieve better results by first improving productivity while reinforcing 
the supply route strategy, and secondarily by targeting our strong core business area and cultivating new fields 
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June 2002

Shigeo Iwatare
President and C.E.O.

and providing new products.
       In addition, the Group intends to reinforce its 
competitive strength in domestic and overseas markets, 
by considering joint venture projects in every aspect of 
marketing, development and production. With the 
upcoming Beijing Olympics in 6 years, and in the rapidly 
growing Chinese market in general, the Group intends 
to expand its share of orders for rail car brakes and for 
automatic doors, the latter production being a joint 
project with CSCEC NABCO AUTODOOR Co., Ltd. 
We plan to bolster this activity with orders for vessel 
control systems and follow-up support business.
       On the administrative side, we have reduced real 
estate holdings and stocks, which the Group holds in 
order to shore up cash flow. Along with putting effort 
into improving its capital, the Group has decided to 
introduce ERP, aimed at reinforcement of 
the organizational framework, the upgrading of 
customer satisfaction and the more rapid settlement of 
business decisions. We intend to undergo operational 
restructuring by uniting and choosing the most effective systems related to marketing, production 
and accounting within the company.
       As always, the Group has operated all of its business based on the commitment to “People’s 
safety and comfort”. Business development in the areas of physical welfare and the environment is 
a direct expression of our commitment to these principles. 
We are moving ahead here in liaison with other Group companies and society in general, and by 
cultivating cooperative relationships with companies outside of the Group.
       At the same time, we are fulfilling our corporate social responsibility by actively undertaking 
initiatives related to environmental issues based on our Basic Plan for Preservation of the 
Environment, which expresses a strong awareness of the importance of preserving the global 
environment and the limited nature of the world resources.



Railroad Products Division 

Automotive Products Division

Review of Operations

Transport Equipment Segment 

Net Sales  Millions of yen

0 10,000 20,000 30,000 40,000

2002

2001

2000

1999

1998

29,751

25,992

33,733

35,802

38,150

Share of Net Sales  

45%

The transport equipment segment consists of 2 categories: 
The Railroad Products Division, which is involved with air brake 
systems and automatic doors for railway cars, and 
the Automotive Products Division, which is involved with 

automotive brake systems. The Company is also 
distinguished for being the first in Japan to have developed air 
brakes both for railway cars and for automobiles. Having 
continued to turn in a strong performance and building up vast 
reserves of sophisticated expertise in this area, we boast 
unmatched competitive strengths underpinned by powerful 
sales appeal.
       During the term under review, net sales decreased by 
12.6% to amount to ¥25,990 million, while operating profits 
stood at ¥390 million. These results are attributable to 
continuing slowdown of the domestic market since last year 
and an end to production on parts consignment by 
a transferee company following the transfer of the sales rights 
to our automobile hydraulic brake business.

In the automotive brake field, although the slowdown of domestic demand for trucks 
and buses, reflecting the system change in brake systems for heavy-duty trucks, our 
wedge brake chamber (*1) has been well received by all heavy-duty truck makers, 
resulting in increased sales for this product.  Moreover, expanded demand in this 
division is expected. However, due to the overall sluggish market for trucks and buses, 
the total sales of air brake systems have declined slightly. On the other hand, the sales 
of Passenger Presence Detection Sensors (*2), a new product, have increased, 
reflecting an expansion in export for Korea. In addition, our Diesel Particulate Filters 
(DPF), approved by the Tokyo Metropolitan Government as equipment to eliminate 
specified particle last September, has been promoted as an environmentally friendly 
product to local governments. However, net sales have declined to ¥2,700 million, 
due to such as the completion of production under the consignment of the transferee 
company based on the transfer of our automotive hydraulic brake business.
*1 Wedge brake chambers: This is the chamber that operates the wedge brakes used on heavy-
duty trucks and buses. Its function is to convert pneumatic pressure into mechanical force. 
*2  Passenger presence detection sensors: Incorporated within the passenger seat next to the driver 
seat, these sensors sense the presence of a passenger and adjust airbag deployment force to match the 
occupant’s body size. When a passenger is not present, the airbag does not deploy, which can reduce 
vehicle repair expenses in case of an accident. 

* Tread brake units: Structurally integrated with conventional basic brake functions, these brake units 
incorporate an automatic slack adjuster. 
In comparison with conventional brakes, tread brake units are designed to be more compact and lighter, easier 
to maintain, quieter, and provide more reliable brake efficiency. 

Although the reduction in number of passengers and transportation in the domestic 
market, the Group managed to expand its share of brake and door systems for Japan 
Railways (JR) bullet train. Tread brake units (*), for commuter railway cars, continue to 
increase sales. However, due to restrictions imposed on the manufacturing of new 
railway car, the overall sales of both brake and door systems have decreased. Although 
the private and municipal rail lines still face a severe situation, there has been a renewal 
of trains in city areas, so that both brake and door systems have expanded distribution. 
Our airless brake systems for railway cars - the first such system in the world - has 
been developed and was introduced to the lowered floor street car in Kagoshima . 
We expect to broaden our share in the regular railway market. 
In the area of exports, the company has booked orders from China for subways in Beijing, 
from the Philippines for trains in Manila, and from Korea for subway brake systems.
       We have set up a “Railroad facility development support sector”, and the company 
continues to reinvent the core businesses aggressively, by creating new products such as 
our platform screen door.
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Industrial Machinery Segment

Net Sales  Millions of yen

The industrial machinery segment consists of two categories: 
the Control Systems and Products Division, which develops 
and manufactures control equipment and systems for 
construction machinery and vessels, and the Building Products 

Division, which develops and manufactures automatic 
doors for buildings and multi-staged parking systems. 
The Company holds the world’s leading share in all types of 
vessel control systems and the leading share in Japan in 
automatic doors for buildings, an area in which where it 
pioneered domestic development. Furthermore, 
the Company has recently been concentrating efforts into 
social-welfare related sector.
       During the term under review, we unexpectedly 
suffered from the slowdown of the domestic market, but 
we shifted our efforts into aggressively cultivating overseas 
markets. As a result, net sales amounted to ¥33,230 million 
in this segment, a year-on-year increase of 1.0%, while 
operating profits were ¥800 million.

0 10,000 20,000 30,000 40,000

2002
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2000
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1998

31,916

32,247

29,381

31,432

37,295

Share of Net Sales  

55%

Control Systems and Products Division

Building Products Division

Hydraulic equipment and systems, reflecting expansion in the export of traveling units to Korea 
and to other new customers, have maintained their first quarterly average, however, 
the unexpected reduction in domestic demand for valve cylinders caused major falls in profit in 
the area of hydraulic equipment and systems. On the other 
hand, the sale of remote control systems for marine 
vessels, in spite of the uncertainty of demand for new 
vessel production, reflected in the worldwide reduction of 
freight, grew with a continuing new vessel production 
project we carried over from last year. In the Industrial 
Machinery Segment, the Group put efforts into cultivating a 
new demand for X-Y routers and NABCO joints, but it ended 
up with the same results as the first quarterly average.

In the present condition of slowdown in investment in the construction business caused by 
a reduction in public works projects, the Group put its efforts into cultivation of demands for 
replacement orders of its multipurpose doors, while the sales of automatic doors have declined 
slightly. On the other hand, in the area of exports, because of one big project -the platform 

screen for the Hong Kong subway system contributed 
the favorable sales growth in automatic doors systems. 
In contrast, sales of multi-staged parking systems 
declined, despite an increase in coverall demand in 
connection with favorable growth in the construction of 
new condominiums, reflecting the marketing strategy 
based on prioritizing the profitability of orders.

6

Welfare Products Department
The new social-welfare related business division, started as the Welfare Products 
Department in April of last year, has put forth efforts to distribute an Intelligent Prosthesis 
Knee Joint by actively supporting overseas subsidiary sales offices in the U.S. and Europe. 
And in the area of Assist Wheel, wheelchair assisted by an electric motor, the Group has put 
effort into cultivating new clients and into distribution to the major rental business companies. 
However, even after the nursing care insurance law took effect, the utilization rate of social-
welfare equipment remains low, and in fact continues to be a severe business situation.



Outstanding Performance of Platform Screen Door Awarded 
by Hong Kong Subway System (MTRCL)

NABCO booked orders for Platform Screen Door (PSD) bound for MTRCL 
(Mass Transit Railway Corporation Limited) in 1998, since then 
the Company has been undertaking this project. The PSD system was 
first launched when North Point station was opened in Sep. 27, 2001, 
as the model for the other 5 stations in the line. The Company received 
a letter from MTRCL expressing gratitude for the outstanding 
performance of PSD, which is very unusual case to do for MTRCL. 
In the letter, MTRCL stated that PSD has been performing well after one 
month of installation. They also expressed satisfaction for professional 
service provided toward even the smallest problems, which occurred, 
at the same time MTRCL also highly value the quality of our product, 
after care system and our staff.

Joint Effort with Teijin Seiki Co.,Ltd. in the Area of 
Hydraulic Equipment and Systems

Starting the Distribution of the Intelligent Prosthesis Knee Joint

In FY2001, our Welfare Products Department started distribution of 
the Intelligent Air Pressured Artificial Thigh Knee Joint - NK-1. NK-1 is 
designed to be controllable with only air pressure and without 
a microcomputer, which makes it very different from regular 
prosthetic knee joints. In addition, NK-1 does not require batteries and 
was designed to be smaller and lighter than similar products, yet carry 
a reasonable price. With such outstanding aspects and its streamlined 
design, NK-1 received first prize at the “Good Design Hyogo Award.”
       The sales number of Intelligent Prosthesis Knee Joint - 
the world’s first prosthesis with a built-in microcomputer - exceeded 
5,000, and the Group secured a 20% share of the domestic Knee 
Joint market. We expect to further expand our human welfare-related 
business, actively including overseas markets.

The company linked up with Teijin Seiki Co., Ltd. in the area of hydraulic equipment and systems. Along with the ongoing 
weakness in the building products market, the market scale of hydraulic equipment and systems for engineering public 
works equipment has fallen to half of what it was in the peak era. Under this severe environment for business, 
the Company concluded an agreement on cooperation with Teijin Seiki aiming at setting up a framework together both in 
domestic and overseas markets and utilizing each other to solidify the bases of each business for continued development.
       In the field of important component traveling units for hydraulic shovels, the Company exceeds in parts for mid and 
large size hydraulic shovels, and Teijin Seiki specializes in smaller size components. By cooperating on supply routes and 
product development and marketing in domestic and overseas areas, both companies will possess a strong line-up of 
products and continue working together on business efficiency. In the current environment of extreme international 
competition with European and U.S. makers in this market, the Company and Teijin Seiki have reinforced their conjoined 
international competitive strength in order to share the top position in the world market.

Highlights of the Year
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Launching into China in the Area of Railroads 
and Marine Vessels

Development and Distribution of Air Brake for Railway Cars

The Company has been developing peripheral area parts centered on 
our brake equipment for railway cars which the Company has been 
working for a long time. One of our achievements in this area is 
the Electric Brake Intelligence (EBI) - the world’s first airless brake 
system for railway cars. Compared with the traditional brake system for 
railway cars, EBI is suitable for lowered floor rail cars. In addition, EBI 
improves the energy efficiency of the rail cars which are designed to be 
much lighter, and attribute the lowered cost to the manufacturing 
process which does not require any pipes. EBI is low maintenance and 
could be widely used for a variety of purposes. These additional 
features have been approved for use and EBI was installed in lowered 
floor train car in Kagoshima. It is expected that the distribution to EBI 
will be expanded to general railway cars market.

In June 2001, the Group looked over the agreement content it had made 
with WABTEC Corp., the major U.S. railroad brake equipment maker 
(based in Pittsburgh, Pennsylvania). We agreed to cultivate the Asian 
market, including China, together. In China, reflecting the approaching 
2008 Beijing Olympics, increased activity in railroad construction has 
begun, and new railroad line projects have been carried out in 
Chongqing, Nanjing, Wuhan - major cities in China. The Group set up 
a Beijing office, and intends to set up a joint venture company with 
WABTEC. The two companies have begun working on plans to expand 
this office into a fully-fledged corporate headquarters.

       Lately, the Group has set up a branch office in Shanghai, 
with a view to expanding its vessel equipment business there, 
due to the rapid increase of demand for new shipboard 
production in China. From now on, along with cultivating the 
supply route in China and efforts to maintain our security here, 
we intend to reinforce marketing activities to collect orders and 
set up a fully developed corporation within 3 years. Faced with 
severe marketing circumstances in the domestic arena, 
the Group has found new roads in the Chinese market, and has 
aggressively undertaken activities to realize the potential of 
Chinese manufactured production.

8
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Research and Development

R&D Achievements

 

During the term under review, the Group worked intensively on R&D to 
create new business opportunities in areas peripheral to its core 
business. R&D achievements during the term under review include 
the development of “the BC Field Back Brake System” and “the Air 
Brake Chamber” in the Transportation Equipment Segment, as well as 
“Microfog,” the water aerosol fire extinguishing equipment for ships, 
“Passenger Presence Detection Sensor for Hinged Doors” and the 
“System Parts for Artificial Legs” in the Industrial Machinery Segment.
       The BC Back Brake System has achieved great improvement in 
accurate control by field backing the pressure of brake cylinders. 
Our Brake Chamber, which uses air pressure instead of the regular 
center brake, is able to exert stronger brake power. The “Microfog”, 
water aerosol fire extinguishing equipment for ships, by radiating a 
water-like small fog, puts fire out by refrigerating and suffocating the fire 
quickly passenger presence detection sensor for Hinged Doors. The 
Group has organized a total system for artificial legs by developing 
system parts for an artificial leg on top of our regular artificial knee joint.

       The Group intends to continue to cultivate its hydraulic and 
pneumatic control technologies, where it possesses long-standing 
reserves of expertise, as well as its electronic technologies. 
At the same time, by taking advantage of information technology, it will 
undertake great efforts to develop new products in core and peripheral 
business areas.

The NABCO Group always seeks to carry out industry-leading R&D in 
keeping with its role as a manufacturer boasting world-class technology 
in all of its business areas and in accordance with its basic philosophy 
centered on people’s safety and comfort. Responding quickly to customer 
requests and anticipating changing market needs, the Group carefully 
selects its research topics so as to work vigorously on the development of 
new technologies and products in promising areas.
       During the term under review, the NABCO Group invested ¥1,144 
million in R&D in the transport equipment segment and ¥708 million in 
the industrial machinery segment.

9
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Overseas Activities

United States

Others

Asia
The NABCO group has set up a number of mechanical control-related local 
subsidiaries and affiliates throughout Asia in an effort to expand marine vessel 
equipment and to develop the market for automatic doors. NABCO ASIA PTE 
Ltd., established in Singapore, functions as the base for providing maintenance 
and customer support to ships that have traveled throughout the world. NABCO 
MARINETEC Co., Ltd., established in South Korea, manufactures and provides 
shipboard equipment. And CSCEC NABCO AUTODOOR Co., Ltd., a joint 
venture with a local firm in China, is the vehicle for efforts to cultivate the 
market for automatic doors in China. Hong Kong based NABCO ENGINEERING 
Ltd. delivers platform screen doors manufactured by NABCO to the subway 
system of Hong Kong. Thus the Group supports safe operations in Tokyo, 
Singapore and Hong Kong, the three main financial centers of Asia. In FY2002, 
the Group plans to establish branch offices in Beijing and Shanghai, and to so 
continue reinforcing activities in Asia region.

The Group is broadening its sphere of activities in Rotterdam, one of the 
world‘s greatest ports, located in the Netherlands. NABMIC B.V. provides 
maintenance for Europe based vessels. NABMIC, along with the Group’s 
bases in Singapore and NABCO headquarters in Japan, comprise a 
worldwide network of bases for the maintenance of shipboard 
equipment. NABMIC is also the site of the Group‘s European office. 
As such, it gathers information on the latest technologies and products 
and delivers customer support.

Seeking markets not only in Japan but also worldwide, the NABCO Group 
has been moving vigorously into overseas business activities. 
In recent years, the Group has been reinforcing its engagement with 
the Asian region, which has been showing strong growth.
       As a result, overseas net sales of the NABCO Group during this term 
under review amounted to  ¥10,240 million, and the ratio of overseas net 
sales to consolidated sales stood at 17.5%.

As the United States is a vast market for automatic doors, second only to 
Japan, the Group is laying groundwork for developing the construction 
business area. NABCO ENTRANCES Inc., our manufacturing subsidiary, 
supplies high-quality automatic doors to the US market. Another 
subsidiary, NABCO USA Inc., which conducts customer follow- up and a 
variety of marketing studies, plays a key role as a base for providing 
support worldwide.

Overseas Net Sales Millions of yen
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Net Sales Millions of yen
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Millions of yen

2002

Thousands  of
U.S. dollars

(Note 1)

2002

ASSETS  

Current assets:  

    Cash and time deposits 

    Short-term investments (Note 3) 

    Receivables: 

        Trade

        Other 

        Allowance for doubtful receivables

  

    Inventories (Note 4) 

    Deferred income taxes (Note 12) 

    Other current assets 

         Total current assets

    

  

Property, plant and equipment (Note 5):  

    Land 

    Building and structures 

    Machinery and equipment  

    Construction in progress 

  

    Accumulated depreciation 

  

  

Investments and other assets:  

    Investment securities (Note 3) 

    Investments in and advances to  

        subsidiaries and affiliates (Note 3)

    Deferred income taxes (Note 12) 

    Other 

2001

................................................................. 
................................................... 

 
......................................................................................... 
......................................................................................... 

........................................... 
 

....................................................................... 
................................................... 

...................................................................... 
.................................................................... 

 
 
 
 

............................................................................................... 
.................................................................. 
............................................................. 
............................................................... 

 
............................................................. 

 
 
 
 

....................................................... 
 

............................................. 
................................................... 

.............................................................................................

¥   3,467

39

25,485

1,202

(88)

26,599

6,173

364

271

36,913

8,564

17,695

24,709

164

51,132

(27,579)

23,553

5,260

1,417

4,190

2,090

12,957

¥ 73,423

$   26,070

294

191,620

9,030

(661)

199,989

46,413

2,734

2,039

277,539

64,391

133,043

185,780

1,237

384,451

(207,362)

177,089

39,551

10,657

31,505

15,708

97,421

$ 552,049

¥   4,016

94

25,975

1,572

(89)

27,458

7,232

335

321

39,456

8,617

17,654

27,147

151

53,569

(27,923)

25,646

8,469

2,014

2,078

2,468

15,029

¥ 80,131

The accompanying notes are an integral part of these statements.     
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NABCO Ltd. and Consolidated Subsidiaries
March 31, 2002 and 2001.



Millions of yen

2002

Thousands  of
U.S. dollars

(Note 1)

2002

LIABILITIES AND SHAREHOLDERS’ EQUITY        
Current liabilities:      
    Short-term bank loans (Note 5)     
    Current portion of long-term debt (Note 5)     
    Payables:     
        Trade    
        Construction    
    Accrued income taxes      
    Accrued expenses     
    Other current liabilities     
         Total current liabilities    
      
Long-term liabilities:       
    Long-term debt (Note 5)     
    Accrued severance indemnities (Note 6)     
    Provision for retirement allowance to      
        directors and corporate auditors    
    Other     
          

Minority interests            

Contingent liabilities (Note 7)            

Shareholders’ equity (Note 10):      
    Common stock;
         Authorized 237,000,000 shares    
         Issued    
             2002- 80,353,810 shares   
             2001- 80,353,810 shares   
    Additional paid-in capital     
    Retained earnings     
    Net unrealized holding gains (losses) on securities     
    Foreign currency translation adjustments     
      
    Less, treasury stock, at cost:     
             2002- 12,032 shares   
             2000-      224 shares   

2001

...................................................... 
.................................... 

 
.......................................................................................... 

............................................................................... 
................................................................... 

.......................................................................... 
.................................................................. 
............................................................... 

 
 

................................................................ 
........................................ 

 
................................................ 

.............................................................................................. 
 
 

.............................................................................. 
 
 
 
 
 
 
 
 

......................................................... 
............................................................... 

.......................................................................... 
........................ 

...................................... 
 
 
 

...............................................................

¥   7,621

2,960

11,390

563

301

1,597

1,228

25,660

15,174

6,160

435

213

21,982

1,993

8,603

6,318

8,582

264

22

23,789

(1)

23,788

¥ 73,423

$   57,300

22,256

85,639

4,230

2,265

12,005

9,233

192,928

114,092

46,313

3,271

1,599

165,275

14,986

64,684

47,505

64,528

1,985

169

178,871

(11)

178,860

$ 552,049

¥   4,952
10,718

13,609
954
299

1,938
1,678

34,148

8,908
8,093

661
120

17,782

1,953

8,603
6,318

12,412
(93)

(992)
26,248

(0)
26,248

¥ 80,131
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Millions of yen

2002

Thousands  of
U.S. dollars

(Note 1)

2002

Net sales      

Cost of sales     

    Gross profit     

Selling, general and administrative expenses      

    Operating income 

   

Other income (expenses):   

    Interest and dividend income  

    Interest expenses  

    Gain on sale of  property, plant and equipment  

    Gain on sale of investment and marketable securities  

    Loss on sale of investment and marketable securities   

    Write-down of investment and marketable securities  

    Loss on disposal of property, plant and equipment  

    Losses relating to the recall of products sold  

    Transition obligation at date of adoption of   

        the Accounting Standards for Retirement Benefit (Note 6) 

    Other, net    

    Loss before income taxes and minority interests  

   

Income taxes (Note 12):   

    Current  

    Deferred     

 

    Loss before minority interests       

Minority interests in subsidiaries      

        Net loss 

2001

........................................................................................... 
..................................................................................... 
................................................................................... 

................................... 
.......................................................................... 

 
 

........................................................ 
.......................................................................... 

............................. 
................... 
................... 
.................... 
....................... 

................................ 
 

......... 
...................................................................................... 

.......................... 
 
 

.......................................................................................... 
........................................................................................ 

 
....................................................... 

 
...................................................... 

.....................................................................................

¥ 58,231

47,778

10,453

9,233

1,220

65

(501)

(1,428)

(4,303)

(224)

(155)

(329)

(5,655)

448

(2,336)

(1,888)

(3,767)

(98)

¥  (3,865)

$ 437,825

359,234

78,591

69,418

9,173

491

(3,776)

(10,735)

(32,353)

(1,683)

(1,168)

(2,477)

(42,518)

3,367

(17,562)

(14,195)

(28,323)

(737)

$  (29,060)

¥ 61,654

51,607

10,047

9,582

465

116

(511)

523

2

(243)

(6,080)

(77)

(5,805)

502

(3,124)

(2,622)

(3,183)

(74)

¥     (3,257)

The accompanying notes are an integral part of these statements.     

 
 

Yen

2002

U.S. dollars
(Note 1)

2002

Net loss per share:  

    Basic 

2001

 
.............................................................................................. ¥ (48.10) $ (0.362)¥ (40.53)

NABCO Ltd. and Consolidated Subsidiaries
Years Ended March 31, 2002 and 2001    

Consolidated Statements of Income
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The accompanying notes are an integral part of these statements.     

Millions of yen

Balance at March 31, 2000

    Net loss for the year 

    Net unrealized holding gains

         (losses) on securities 

    Foreign currency translation 

        adjustments 

    Bonuses to directors and 

        corporate auditors 

    Purchase of treasury stock 

    Retirement of treasury stock  

Balance at March 31, 2001  

    Net loss for the year 

    Increase of retained earnings arising 

        from exclusion of a subsidiary 

        out of consolidation

    Net unrealized holding gains  

        (losses) on securities 

    Foreign currency translation 

        adjustments 

    Bonuses to directors and 

        corporate auditors 

    Purchase of treasury stock  

Balance at March 31, 2002  

....... 
........... 

 
....... 

 
.................... 

 
............ 

... 
.. 

....... 
............. 

 
 

............. 
 

........ 
 

..................... 
 

............ 
.... 
....... 

 

¥          (0)

(67)

67

(0)

(1)

¥          (1)

¥              

(992)

(992)

1,014

¥         22

¥              

(93)

(93)

357

¥        264

¥   15,687

(3,257)

(18)

12,412

(3,865)

52

(17)

¥     8,582

¥     6,385

(67)

6,318

¥     6,318

¥     8,603

8,603

¥     8,603

   80,734

(380)

80,354

80,354

Number of
shares issued
(thousands)

Common
stock

Retained
earnings

Treasury
stock

Additional
paid-in
capital

Net unrealized
holding gains
on securities

Foreign curency
translation

adjustments

Thousands of U.S. dollars (Note 1)

Balance at March 31, 2001  

    Net loss for the year 

    Increase of retained earnings arising from  

        exclusion of a subsidiary out of consolidation

    Net unrealized holding 

        gains (losses) on securities 

    Foreign currency translation adjustments 

    Bonuses to directors and corporate auditors 

    Purchase of treasury stock 

Balance at March 31, 2002  

........................... 
................................ 

 
.. 
 

................... 
... 
.. 

....................... 
...........................

$          (0)

(11)

$         (11)

$    (7,456)

7,625

$       169

$       (701)

2,686

$     1,985

$   93,320

(29,060)

392

(124)

$   64,528

$   47,505

$   47,505

$   64,684

$   64,684

Common
stock

Retained
earnings

Treasury
stock

Additional
paid-in
capital

Net unrealized
holding gains
on securities

Foreign curency
translation

adjustments

NABCO Ltd. and Consolidated Subsidiaries
Years Ended March 31, 2002 and 2001    

Consolidated Statements of Shareholders’ Equity
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Millions of yen

2002

Thousands  of
U.S. dollars

(Note 1)

2002

Cash flows from operating activities:    
    Loss before income taxes and minority interests   
    Adjustments for:   
        Depreciation and amortization  
        Gain on sale of property, plant and equipment  
        Provision for allowance for doubtful accounts  
        Provision for accrued severance indemnities  
        Interest and dividend income  
        Interest expenses  
        Loss on disposal of property, plant and equipment  
        Loss (gain) on sale of investment and marketable securities  
        Write-down of investment and marketable securities  
    Decrease (increase) in receivables   
    Decrease (increase) in inventories   
    Decrease in other current assets   
    Increase (decrease) in payables   
    Increase in accrued expenses   
    Increase (decrease) in other current liabilities   
    Other   
                Sub total 
    Interest and dividend income received   
    Interest expenses paid   
    Income taxes paid   
                Net cash provided by operating activities 
    
Cash flows from investing activities:    
    Proceeds from sale on short-term investments   
    Payments for purchase of property, plant and equipment   
    Proceeds from sale on property, plant and equipment   
    Payments for purchase of investment securities   
    Proceeds from sale on investment securities   
    Proceeds from sale of subsidiary’s common stock   
    Other   
                Net cash used in investing activities 
    
Cash flows from financing activities:    
    Increase in short-term bank loans, net   
    Proceeds from long-term debt      
    Repayment of long-term debt   
    Purchase of treasury stock   
    Cash dividends paid   
                Net cash provided by financing activities 
    
Effect of exchange rate changes on cash and cash equivalents    
Net decrease in cash and cash equivalents    
Cash and cash equivalents at beginning of year    
Cash and cash equivalents at end of year    

The accompanying notes are an integral part of these statements.     

2001

 
........................... 

 
................................................... 

.......................... 
........................... 
............................. 

.................................................... 
....................................................................... 

................... 
..... 

................. 
................................................. 
................................................. 
.................................................... 
..................................................... 
........................................................ 

................................ 
............................................................................................. 

............................................................................. 
.......................................... 

................................................................... 
.......................................................................... 

........................... 
 
 

.............................. 
............. 

.................. 
............................ 

................................. 
........................ 

............................................................................................. 
................................... 

 
 

........................................... 
....................................................... 
........................................................ 

............................................................. 
...................................................................... 

........................... 
 

......... 
....................................... 

............................... 
.........................................

¥  (5,655)

 

2,062

63

(1,934)

(65)

501

224

1,428

4,303

416

768

17

(1,989)

(318)

(374)

65

(488)

56

(499)

(393)

(1,324)

 

 

 5

(1,644)

2

(167)

312

977

104

(411)

 

 

2,628

8,100

(9,523)

(1)

(49)

1,155

 

12

(568)

4,052

¥  3,484

$ (42,518)

15,505

477

(14,540)

(491)

3,766

1,683

10,735

32,353

3,139

5,755

131

(14,958)

(2,390)

(2,811)

488

(3,666)

422

(3,755)

(2,958)

(9,957)

37

(12,361)

17

(1,255)

2,349

7,344

782

(3,087)

19,759

60,902

(71,597)

(11)

(369)

8,684

89

(4,271)

30,467

$  26,196

¥  (5,805)

2,237
(523)

39
5,851
(116)
511

(2)

(1,586)
(175)

94
290
59
53

276
1,203

120
(503)
(546)
274

5
(2,084)

574
(451)

413
(1,543)

1,106
5,070

(5,173)
(67)
(61)
875

59
(335)

4,387
¥  4,052

NABCO Ltd. and Consolidated Subsidiaries
Years Ended March 31, 2002 and 2001    

Consolidated Statements of Cash Flows
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NABCO Ltd. and Consolidated Subsidiaries

1. Basis of Presenting Consolidated Financial   

    Statements

NABCO Ltd. (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. 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 consolidated 

subsidiaries (the “Group”) which were fi1ed 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 a form 

which is more familiar to readers outside Japan.  

      The translation 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, 2002, 

which was ¥ 133 to US$ 1.00.  These convenience 

translations 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 consolidated financial statements include the 

accounts of the Company and its significant domestic and 

foreign subsidiaries.  All significant inter-company 

transactions and accounts are eliminated.  Investments in 

insignificant subsidiaries and affiliates are stated at moving 

average cost.

(b) Translation of Foreign Currencies

Revenues and expenses are translated at the rates of 

exchange prevailing when transactions are made. 

Through March 31, 2000, monetary assets and liabilities 

denominated in foreign currency were translated into 

Japanese yen at historical exchange rates.  

In 2001, the Group adopted the revised Accounting 

Standards for Foreign Currency Transactions which was 

issued by the Business Accounting Deliberation Council. 

In accordance with the new standards, every monetary 

assets and liabilities denominated in foreign currencies are 

translated into yen at the rate of exchange in effect at the 

balance sheet date.  The resulting translation gains or 

losses are included in the determination of net income.  

The effect of the new standard adoption for the year ended 

March 31, 2001, is to decrease loss before income taxes 

and minority interests by ¥ 71 million ($ 534 thousand).  

 

Foreign currency financial statements of overseas 

consolidated subsidiaries are translated into Japanese yen 

at the exchange rates in effect on the balance sheet dates. 

Translation adjustments of foreign currency financial 

statements are not included in the determination of net 

income and are reflected in shareholders’ equity in the 

consolidated balance sheets.

(c) Consolidated Statement of Cash Flows

For the purposes of cash flow statements, cash and cash 

equivalents comprise cash in hand, deposits held at call 

with banks, and all highly liquid investments with 

maturities of three months or less.

(d) Short-term Investments and Investment Securities

Through March 31, 2000, marketable securities included in 

short-term investments and investment  securities were 

stated at the lower of cost or market.  Other investments 

were carried at cost determined by the moving average 

method.

      Effective April 1, 2000, the Group adopted the 

Accounting Standards for Financial Instruments which was 

issued by the Business Accounting Deliberation Council.  

In accordance with the new standards, securities are to be 

classified into three categories: trading securities, held-to-

maturity debt securities, equity investments in associates 

and other securities.

Notes to Consolidated Financial Statements
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     Those securities classified as other would be reported 

at fair value with unrealized gains, net of related taxes 

reported in shareholders’ equity.  Under the Code, 

unrealized holding gains onsecurities, net of related taxes 

is not available for distribution as dividends and bonuses to 

directors and corporate auditors.

      Other investments are carried at cost.  The cost is 

determined by the moving average method.

 

Trading securities

Trading securities are held for resale in anticipation of 

short-term market movements.  Trade securities, 

consisting of debt and marketable equity securities, are 

stated at fair value.  Gains and losses, both realized and 

unrealized, are charged to income.

 

Held-to-maturity debt securities and other securities

Management determines the appropriate classification of 

debt securities at the time of purchase and reevaluates 

the classification as of each balance sheet date.  Debt 

securities are classified as held-to-maturity when the 

Company has the positive intent and ability to hold the 

securities to maturity.  Held-to-maturity debt securities are 

stated at amortized cost adjusted for the amortization of 

premiums and the accretion of discounts to maturity.

 

Marketable equity securities and debt securities not 

classified as held-to-maturity are classified as other 

securities.  Other securities are carried at fair value with 

the unrealized gains and losses, net of tax, reported in a 

separate component of shareholders’ equity.  These 

unrealized gains or losses are not charged to income for 

the year. The amortized cost of debt securities in this 

category is adjusted for the amortization of premiums and 

the accretion of discounts to maturity.  Realized gains and 

losses and declines in value judged to be other than 

temporary on other securities are charged to income.

 

Golf club membership

An impairment loss on deposits for golf club membership 

is required to be recognized in accordance with the new 

standard.

 

The effect of the new standard adoption for the year 

ended March 31, 2001, is to decrease loss before income 

taxes and minority interests by ¥ 560 million ($ 4,213 

thousand).

(e) Inventories

Inventories are stated at moving average cost.

(f) Property, Plant and Equipment

Property, plant and equipment are stated at cost.  Through 

March 31, 2000, depreciation was computed at rates 

based on the estimated useful lives of assets using in 

substance the declining-balance method. 

      Effective April 1, 2001, the Group changed the method 

of depreciation for building from the declining-balance 

method to the straight-line method. This change was 

made to provide more appropriate allocation of the cost in 

the circumstances.  The effect of this change for the year 

ended March 31, 2001, is to decrease loss before income 

taxes and minority interests by ¥ 179 million ($ 1,346 

thousand). 

      Costs of maintenance, repairs and minor renewals are 

charged to expenses in the year incurred, although major 

renewals and improvements are capitalized.

      When assets are sold or otherwise disposed of, the 

profits or losses thereon, computed on the basis of the 

difference between depreciated cost and proceeds, are 

credited or charged to income in the year of disposal, and 

cost and accumulated depreciation are removed from the 

respective accounts.

(g) Accrued Severance Indemnities

Employees who terminate their service with the Company 

and its domestic subsidiaries are under most 

circumstances, entitled to lump-sum severance 

indemnities determined by reference to current basis rates 

of pay, length of service and conditions under which the 

terminations occur. 

 

Effective April 1, 2000, the Group adopted the Accounting 

Standards for Retirement Benefit which was issued by the 

Business Accounting Deliberation Council. In accordance 

with the new standards, accrued severance indemnities 

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.  All the amount of transition 

obligation at date of adoption for  ¥6,080 million ($ 45,717 
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thousand) is amortized for the year ended March 31, 2001. 

The effect of the new standard adoption for the year 

ended March 31, 2001, is to increase loss before income 

taxes and minority interests by ¥ 5,973 million ($ 44,910 

thousand), including the amortized amount of transition 

obligation at date of adoption. 

 

The Company and its domestic subsidiaries provide for 

lump-sum severance benefits with respect to directors 

and corporate auditors. While the Company has no legal 

obligation, it is a customary practice in Japan to make 

lump-sum payments to a director or a corporate auditor 

upon retirement. Annual provisions are made in the 

accounts for the estimated costs of this termination plan, 

which is not funded. Any amounts payable to officers 

upon retirement are subject to approval at the 

shareholders’ meeting.

(h) 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.

(i) Research and Development and Computer Software

Research and development expenditure is charged to 

income when incurred.

      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 capitalized as an 

asset is amortized using the straight-line method over its 

estimated useful life.

(j) Income Taxes

Deferred income taxes are accounted for under the asset 

and liability method in accordance with the Financial 

Accounting Standard on Accounting for Income issued by 

the Business Accounting Deliberation Council.  

(k) Per Share Information

The computation of basic net income per share is based 

on the weighted average number of shares of common 

stock outstanding during each period.  The average 

number of shares used in the computation was 80,361 

thousand and 82,564 thousand for the years ended March 

31, 2001 and 2000, respectively.

3. Other Securities 

The following are summaries of other securities at March 

31, 2002 and 2001:

18

Market value available:

    Equity securities

    Bonds and debentures

    Other securities

Market value not available

        Total

Millions of yen

¥   4,824

18

109

¥   4,951

¥      712

1

¥      713

¥      254

2

¥      256

¥   5,282

19

107

5,408

252

¥   5,660

March 31, 2002

Other securities

Cost
Gross

unrealized
gains

Gross
unrealized

losses

Book Value
(Estimated
fair value)

........ 
... 

......... 
 
... 

....................

Market value available:

    Equity securities

    Bonds and debentures

    Other securities

Market value not available

        Total

Millions of yen

¥   8,810

23

8

¥   8,841

¥   1,159

0

¥   1,159

¥   1,253

0

¥   1,253

¥   8,716

23

8

8,747

317

¥   9,064

March 31, 2001

Other securities

Cost
Gross

unrealized
gains

Gross
unrealized

losses

Book Value
(Estimated
fair value)

........ 
... 

......... 
 
... 

....................

Market value available:

    Equity securities

    Bonds and debentures

    Other securities

Market value not available

        Total

Thousands of U.S. dollars

$ 36,273

133

823

$ 37,229

$   5,352

5

$   5,357

$   1,907

16

$   1,923

$ 39,718

138

807

40,663

1,897

$ 42,560

March 31, 2002

Other securities

Cost
Gross

unrealized
gains

Gross
unrealized

losses

Book Value
(Estimated
fair value)

........ 
... 

......... 
 
... 

....................



Other securities stated above are reflected in the 

consolidated balance sheets as of March 31, 

2002 and 2001 as follows:

Investments in and advances to subsidiaries and affiliates 

at March 31, 2002 and 2001 consisted of the following:

    Short-term investments

    Investment securities

    Investments in and 

        advances to subsidiaries 

        and affiliates

Thousands of
U.S. dollarsMillions of yen

 ¥        39

5,260

361

¥   5,660

¥         94 

8,469

501

¥    9,064

$        294

39,551

2,715

$   42,560

March 31, 2002 March 31, 2002March 31, 2001 
... 
.... 
 
 

.............

Investments in and advances

    to subsidiaries and affiliates:

    Market value available:

        Equity securities

    Market value not available

        Total

Millions of yen

¥      967

450

¥   1,417

¥   1,295 ¥      328

March 31, 2002

Book
value

Market
value

Unrealized
gain

 
............... 

..... 
................................ 

 

Investments in and advances

    to subsidiaries and affiliates:

    Market value available:

        Equity securities

    Market value not available

        Total

Millions of yen

¥   1,107

907

¥   2,014

¥   1,136 ¥        29

March 31, 2001

Book
value

Market
value

Unrealized
gain

 
............... 

..... 
................................ 

 

Investments in and advances

    to subsidiaries and affiliates:

    Market value available:

        Equity securities

    Market value not available

        Total

Thousands of U.S. dollars

$   7,274

3,383

$ 10,657

$   9,737 $   2,463

March 31, 2002

Book
value

Market
value

Unrealized
gain

 
............... 

..... 
................................ 

 

4. Inventories

Inventories at March 31, 2002 and 2001 comprised the 

following:

Finished goods

Work in process

Raw materials and supplies

Thousands of
U.S. dollarsMillions of yen

¥ 1,180

4,138

855

¥ 6,173

¥ 1,224

5,106

902

¥ 7,232

$   8,871

31,112

6,430

$ 46,413

2002 20022001 

..................... 

.................... 

... 

 

2003

2004

2005

2006

2007 and thereafter

Millions of yen
Thousands of
U.S. dollars

¥   2,960

1,141

3,372

4,645

6,016

¥ 18,134

$   22,256

8,576

25,356

34,925

45,235

$ 136,348

.................................... 

.................................... 

.................................... 

.................................... 
..............

Year ending March 31

Aggregate annual maturities of long-term debt subsequent 

to March 31, 2002 are as follows:

5. Short-term Bank Loans and Long-term Debt

The annual average interest rates applicable to short-term 

bank loans at March 31, 2002 and 2001 are 0.8% and 

1.0%, respectively.

Long-term debt at March 31, 2002 and 2001 consisted of the 

following:

Loans from banks:

    Secured loans, maturing

        through 2016

    Unsecured loans, maturing

        through 2016

Less, current portion

Thousands of
U.S. dollarsMillions of yen

 

¥        79

18,055

18,134

2,960

¥ 15,174

¥        25

19,601

19,626

10,718

¥   8,908

$        596

135,752

136,348

22,256

$ 114,092

2002 20022001 
 
 

............ 
 

............ 
 

.........
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Method of attributing benefit to         

        periods of service     

Discount rate                                                    

Long-term rate of return on         

        fund assets

Amortization period for transition         

        obligation at date of adoption 

Amortization period for         

        actuarial losses

As is customary in Japan, short-term and long-term bank 

loans are made under general agreements which provide 

that security and guarantees for future and present 

indebtedness will be given upon request of the bank, and 

that the bank shall have the right, as the obligations 

become due, or in the event of their default, to offset cash 

deposits against such obligations due to the bank.

        At March 31, 2002, assets pledged as collateral for 

long-term debt, including the current portion of long-term 

debt, were as follows:

As a guarantor of indebtedness of :

    Subsidiaries and affiliates

Millions of yen
Thousands of
U.S. dollars

¥ 686 $ 5,159

 
...

2002 2001

Land, building and structures

Millions of yen
Thousands of
U.S. dollars

¥ 384 $ 2,889

2002

...
2002

Severance costs of the Company and its subsidiaries 

included the following components for the year ended 

March 31, 2001.

Assumptions used in the accounting for the defined 

benefit plans for the year ended March 31, 

2002 and 2001 are as follows:

7. Contingent Liabilities

At March 31, 2002, the Group was contingently liable as follows:

Thousands of
U.S. dollarsMillions of yen

 ¥   9,255

2,434

6,821

661

¥   6,160

¥ 12,367

3,549

8,818

725

¥   8,039

$  69,586

18,298

51,288

4,975

$  46,313

2002 20022001 
... 
 

....................... 
 
 

................ 
.... 
 
 

................

6. Accrued Severance Indemnities 

The following tables set forth the changes in benefit 

obligation, plan assets and funded status of the Company 

and its subsidiaries at March 31, 2002 and 2001.

Note: Some domestic subsidiaries have adopted allowed 

alternative treatment of the accounting standards for 

retirement benefit for small business entity.

Thousands of
U.S. dollarsMillions of yen

 ¥      477

360

(105)

149

¥      881

¥      567

428

(139)

6,080

¥   6,936

$    3,583

2,704

(786)

1,121

$    6,622

2002 20022001 
..................... 
..................... 

... 
 
 

............ 
............... 

...

Service cost

Interest cost

Expected return on plan assets

Amortization:

    Transition obligation at 

        date of adoption

    Actuarial losses 

Net periodic benefit cost 

straight -line basis

3.0%

3.0~3.5%

10 years

straight -line basis

3.5%

3.5%

  1 year

10 years

 
............... 

........................ 
 

.................... 
 
.. 
 

...............
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Benefit obligation at end of year

Fair value of plan assets at 

    end of year

Funded status:

    Benefit obligation in excess 

        of plan assets

    Unrecognized actuarial loss

Accrued pension liability 

        recognized in the consolidation 

        balance sheets



 
 

8. Leases

The Group leases certain equipment and other assets. 

Total lease payments under these leases were ¥ 287 

million ($ 2,158 thousand) and ¥ 333 million for the years 

ended March 31, 2002 and 2001, respectively.

      Pro forma information relating to acquisition costs, 

accumulated depreciation and future minimum lease 

payments for property held under finance leases which do 

not transfer ownership of the leased property to the 

lessee on an “as if capitalized” basis for the years ended 

March 31, 2002 and 2001, is as follows:

The acquisition costs and future minimum lease payments under 

finance leases include the imputed interest expense portion.

Depreciation expense, which is not reflected in the accompanying 

consolidated statements of income, computed by the straight-line 

method, would have been ¥ 287 million ($ 2,158  thousand) and ¥ 333 

million for the year ended March 31, 2002 and 2001 respectively.

Obligations under non-cancelable operating leases as of March 

31, 2002 and 2001 are as follows:

Acquisition costs 

Accumulated   

    Depreciation

Net leased property

Millions of yen

¥   1,066

665

¥      401

¥      457

153

¥      304

¥   1,523

818

¥      705

March 31, 2002

Machinery
and

equipment
Other Total

...................... 
 

......................... 
.................. 

 
 
 
 

Acquisition costs 

Accumulated   

    Depreciation

Net leased property

Thousands of U.S. dollars

$   8,015

5,001

$   3,014

$   3,440

1,151

$   2,289

$ 11,455

6,152

$   5,303

March 31, 2002

Machinery
and

equipment
Other Total

...................... 
 

......................... 
.................. 

 
 
 
 

Acquisition costs 

Accumulated   

    Depreciation

Net leased property

Millions of yen

¥   1,343

838

¥      505

¥      192

120

¥        72

¥   1,535

958

¥      577

March 31, 2001
Machinery

and
equipment

Other Total

...................... 
 

......................... 
.................. 

 
 
 
 

9. Derivatives and Hedging Activities 

Derivative financial instruments are utilized by the Company 

principally to reduce interest rate and foreign exchange rate 

risks. 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 financial instruments. The 

Company does not hold or issue derivative financial 

instruments for trading purposes.

 

The Group is exposed to certain market risks arising from its 

forward exchange contracts and swap agreements.  The 

Group is also exposed to the risk of credit loss in the event 

of non-performance by the counterparties to the currency 

and interest; however, the Group does not anticipate 

nonperformance by any of these counterparties all of whom 

are financial institutions with high credit ratings.

 

At March 31, 2002 and 2001, the forward exchange 

contracts outstanding were as follows:

Due within one year

Due after one year 

 Total

Thousands of
U.S. dollarsMillions of yen

¥     269

436

¥     705

¥     259

318

¥     577

$   2,027

3,276

$   5,303

2002 20022001 
............. 
............... 

................................... 
 

Due within one year

Due after one year 

 Total

Thousands of
U.S. dollarsMillions of yen

¥          4

3

¥          7

¥          4

8

¥        12

$         34

26

$         60

2002 20022001 
............. 
............... 

................................... 
 

Forward exchange contract:

    to sell US dollars

    to buy US dollars

    to sell Hong Kong dollars

    to buy German mark

Millions of yen

¥    53

58

6

¥    56

63

6

¥      (3)

(5)

(0)

March 31, 2001

Notional
amount

Market
value

Unrealized
gain (loss)

Millions of yen

¥ 127

13

¥ 128

13

¥    (1)

0

March 31, 2002

Notional
amount

Market
value

Unrealized
gain (loss)

 
...... 
...... 
.. 
.. 
 
 
 

Future minimum lease payments under finance leases as 

of March 31, 2002 and 2001 are as follows:
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      The Code provides that an amount equal to at least 10% 

of appropriations paid in cash shall be transferred to the 

legal reserve until such reserve equals 25% of stated 

capital, effective October 1, 2001, until the aggregated 

amount of additional paid-in capital and such legal reserve 

equals to 25% of stated capital.  The amount of total 

additional paid-in capital and legal reserve which exceeds 

25% of stated capital can be transferred to retained 

earnings by resolution of the shareholders.  The Code also 

permits companies to transfer a portion of additional paid-in 

capital and legal reserve to stated capital by resolution of 

Board of Directors. 

 

Prior to October 1, 2001, the Code imposed certain 

restrictions on the purchase and sale of treasury stock. 

Effective October 1, 2001, the revised Code eliminated 

these restrictions allowing companies to purchase treasury 

stock by a resolution of the shareholders at the general 

shareholders’ meeting and dispose of such treasury stock 

by resolution of the Board of Directors on and after April 1, 

2002.

 

It is possible for the Company to purchase and retire 

common share, up to maximum 6,000,000 shares or 

aggregated purchase amount ¥1,000 million, subject to 

the resolution of the shareholders’ meeting held on June 

27, 2002. 

11. Research and Development and Computer    

      Software

Research and development expenditure charged to 

income was ¥ 1,853 million ($ 13,933 thousand) and 

¥ 2,036 million for the years ended March 31, 2002 and 

2001, respectively.

Forward exchange contract:

    to sell US dollars

    to buy US dollars

Thousands of U.S. dollars

$   958

97

$   968

100

$    (10)

3

March 31, 2002

Notional
amount

Market
value

Unrealized
gain (loss)

 
.................. 
.................. 

 
 

Unrealized
loss

Notional
amounts

Millions of yen

¥   2,110 ¥       (58)

March 31, 2001

Unrealized
loss

Notional
amounts

Interest-rate swap agreements:

Variable-rate into fixed-rate

    obligations

Millions of yen

¥ 10,058 ¥     (160)

 
 

...............

March 31, 2002

Unrealized
loss

Notional
amounts

Interest-rate swap agreements:

Variable-rate into fixed-rate

    obligations

Thousands of U.S. dollars

$ 75,620 $  (1,201)

 
 

......................

March 31, 2002

The above amounts exclude contracts entered into in order 

to hedge receivables and payables denominated in foreign 

currencies which have been translated and reflected at the 

corresponding contracted rates in the accompanying 

consolidated balance sheets at March 31, 2002 and 2001.

At March 31, 2002 and 2001, outstanding interest rate swap 

agreements were as follows:

10. Shareholders’ Equity

Retained earnings--

Retained earnings consist of legal reserve and 

unappropriated retained earnings.

Under the Code, the entire amount of the issue price of new 

shares is required to be accounted for as common stock, 

although a company may, by resolution of its Board of 

Directors, account for an amount not exceeding one-half of 

the issue price of the new shares as additional paid-in capital.  
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The tax effects of temporary differences that give rise to 

significant portions of the deferred tax assets at March 31, 

2002 and 2001 are presented below:

Statutory tax rate  

    Lower tax rates of overseas

        subsidiaries  

    Expenses not deductible

        for income tax purposes  

    Loss on sale of subsidiary’s 

        common stock

    Tax loss carried forward in foreign

        subsidiaries

    Other  

Effective tax rate 

 

42.0

(1.2)

(5.1)

(2.3)

33.4

42.0

(2.1)

(1.0)

7.2

(0.9)

45.2

20012002 
.................................... 

 
..................................... 

 
.................. 

 
................................ 

 
..................................... 

................................................. 
.................................... 

 

%

%

%

%

Deferred tax assets:
    Accrued expenses  
    Accrued severance indemnities  
    Tax loss carried forward
    Other  
        Total gross deferred
            tax assets  

Deferred tax liabilities:
    Deferred capital gain 
    Other  
        Total gross deferred tax
            liabilities  
        Net deferred tax assets

Thousands of
U.S. dollarsMillions of yen

¥     203

2,126

3,209

1,239

6,777

(1,947)

(276)

(2,223)

¥  4,554

¥       189
2,729

966
606

4,490

(2,007)
(70)

(2,007)
¥   2,413

$    1,524

15,988

24,128

9,312

50,952

(14,639)

(2,075)

(16,714)

$  34,238

2002 20022001 
 

.............. 
... 

....... 
............................... 

 
................... 

 
 

........... 
............................... 

 
..................... 

.... 
 
 

13. Segment Information

Information about operations in different industry 

segments and sales to foreign customers of the Group for 

the years ended March 31, 2002 and 2001, is as follows:

(1)  Industry Segments 

a. Sales and operating income

b. Assets, depreciation and capital expenditures

Sales to customers

Inter-segment 

Total sales

Operating expenses

Operating income

Millions of yen

¥   25,992

6

25,998

25,604

¥        349

¥   32,239

9

32,248

31,440

¥        808

¥              

(15)

(15)

(33)

¥          18

¥   58,231

58,231

57,011

¥     1,220

 2002

Eliminations/
Corporate ConsolidatedIndustriesVehicles

........ 
............... 

................... 
....... 
.......... 

 

Sales to customers

Inter-segment 

Total sales

Operating expenses

Operating income

Millions of yen

¥   29,750

1

29,751

29,702

¥          49

¥   31,904

12

31,916

31,525

¥        391

¥              

(13)

(13)

(38)

¥          25

¥   61,654

61,654

61,189

¥        456

2001

Eliminations/
Corporate ConsolidatedIndustriesVehicles

........ 
............... 

................... 
....... 
.......... 

 

Sales to customers

Inter-segment 

Total sales

Operating expenses

Operating income 

Thousands of U.S. dollars

$ 195,430

42

195,472

192,508

$     2,964

$ 242,395

68

242,463

236,386

$    6,077

$              

(110)

(110)

(242)

$        132

$ 437,825

437,825

428,652

$     9,173

2002

Eliminations/
Corporate ConsolidatedIndustriesVehicles

........ 
.............. 

................... 
....... 
.......... 

 

Assets

Depreciation

Capital expenditure

Millions of yen

¥   29,883

1,223

832

¥   27,760

665

553

¥   15,780

174

46

¥   73,423

2,062

1,431

 2002

Eliminations/
Corporate ConsolidatedIndustriesVehicles

........................ 
................. 

........ 
 

12. Income Taxes

The Company and its domestic subsidiaries are subject to 

several taxes based on income, which in the aggregate 

resulted in statutory tax rates of approximately 42.0% for 

the years ended March 31, 2002 and 2001.  Foreign 

subsidiaries are subject to income taxes of the countries in 

which they operate.

The effective rate for the two years ended March 31, 2002 

differs from the Company’s statutory tax rate for the 

following reasons: 
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Notes: ＊ Vehicles consists of railroad brake products,                

               automatic door products for railroad use and                

               automotive air brake products.

             ＊ Industries consists of hydraulic products, 

               pneumatic products, remote control systems for 

               marine use, automatic door units for buildings and 

               multi-staged parking equipment.

Corporate assets consist primarily of cash and time deposits, 

investment in and advances to subsidiaries and affiliates, 

investment securities and the corporate headquarters　

assets.

(2) Sales to Foreign Customers

Sales to foreign customers for the years ended March 31, 

2002 and 2001 amounted to ¥ 10,235 million ($ 76,956 

thousand) and ¥ 10,230 million, respectively. 

15. Significant Subsidiaries 

The Company’s significant subsidiaries as of March 

31,2002, are as follows:

16. Supplementary Cash Flow Information 

Supplementary information relating to the statements of cash 

flows for the years ended March 31, 2002 and 2001 is as follows:

Assets

Depreciation

Capital expenditure

Millions of yen

¥   32,172

1,340

961

¥   29,213

693

628

¥   18,746

204

529

¥   80,131
2,237

2,118

 2001

Eliminations/
Corporate ConsolidatedIndustriesVehicles

........................ 
................. 

........ 
 

Assets

Depreciation

Capital expenditure

Thousands of U.S. dollars

$ 224,682

9,195

6,255

$ 208,722

5,001

4,161

$ 118,645

1,309

343

$ 552,049

15,505

10,759

 2002

Eliminations/
Corporate ConsolidatedIndustriesVehicles

........................ 
................. 

........ 
 

Sales

Purchases

Thousands of
U.S. dollarsMillions of yen

¥ 2,380

13

¥ 3,379

15

$ 17,894

95

2002 20022001 
................................... 

...........................

14. Related Party Transactions

Principal transactions between the Company and its 

associates for the years ended March 31, 2002 and 2001 are 

summarized as follows:

Cash and time deposits

Short-term investments

Less:

    Time deposits with maturities

        over 3 months

    Other

Cash and cash equivalents

Thousands of
U.S. dollarsMillions of yen

¥ 3,467

39

12

10

¥ 3,484

¥ 4,016

94

53

5

¥ 4,052

$ 26,070

294

93

75

$ 26,196

2002 20022001 
........ 
....... 

 
 

............... 
.............................. 

... 
 

NABCO DOOR Ltd.

NABCO SERVICE Co., Ltd.

NABCO ENTRANCES, INC.

Ownership
Interest Country of Incorporation

63.4%

100%

100%

Japan

Japan

United States of America

Name

17. Subsequent Event

The following appropriations of the Company’s deficit in 

respect of the year ended March 31, 2002 were as 

proposed by the Board of Directors and approved by the 

shareholders at the annual general meeting held on 27 

June, 2002:

Reversal of special reserve for

     deferred capital gains

Millions of yen
Thousands of
U.S. dollars

¥      84 $      632

 
.........

Appropriations
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AKATSUKI Audit Corporation

To the Board of Directors of

NABCO Ltd.

We have audited the consolidated balance sheets of NABCO Ltd. and its consolidated subsidiaries as of 

March 31, 2002 and 2001, and the related consolidated statements of income, shareholders’ equity, and 

cash flows for the years then ended, all expressed in Japanese yen.  Our audits were made in accordance 

with auditing standards, procedures and practices generally accepted and applied in Japan and, accordingly, 

included such tests of the accounting records and such other auditing procedures as we considered 

necessary in the circumstances.

In our opinion, the consolidated financial statements, referred to above present fairly the consolidated 

financial position of NABCO Ltd. and its consolidated subsidiaries as of March 31, 2002 and 2001, 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 consistently applied during the period 

subsequent to the change, with which we concur, made as of April 1, 2001, in the method of depreciation 

for building as described in Note 2 (f) to the consolidated financial statements. 

Also in our opinion, the U.S. dollar amounts in the consolidated financial statements, referred to above have 

been translated from Japanese yen on the basis set forth in Note 1.

Osaka, Japan

June 27, 2002

Akatsuki Audit Corporation

Report of Independent Certified Public Accountants
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Room 377, W.T.C. Beursplein 37,3011 AA, Rotterdam, 
The Netherlands
Phone: +31-10-206-0325       Facsimile: +31-10-206-0326
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