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ProfileProfile

Nippon Yakin Kogyo was established in 1925.

 Since the commercialization of 18-8 stainless steel (SUS 304) 

in 1935, the Company has continued to endeavor to research 

ways of manufacturing high-value stainless steels and nickel 

alloys from nickel ore. Over the years, the Company has sys-

tematically developed efficient technologies and integrated 

production facilities under a comprehensive quality assur-

ance system. The Company’s products have earned a 

solid reputation, and its services produce true added 

value for our customers’ businesses.

 Nippon Yakin Kogyo, as the leading stainless steel 

manufacturer in Japan, is now expanding confidently 

to concentrate on the core businesses area of man-

ufacturing high-performance alloys for new appli-

cations together with conventional stainless 

steels, and is determined to become a “new 

specialty stainless steel manufacturer,” apply-

ing the integrated production technologies 

we have acquired through years of stainless 

steel manufacturing.
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Financial HighlightsFinancial Highlights
Five years ended March 31

Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

Consolidated Data 2010 2011 2012 2013 2014

<Millions of yen>
Net sales ..................................................................................... 97,343 138,781 134,860 108,817 119,903
Ordinary income (loss) ............................................................. (6,635) (439) 1,355 (6,461) 613
Net income (loss) ...................................................................... (12,585) (10,467) 839 (7,365) 480
Comprehensive income ............................................................ — (10,684) 1,100 (7,259) 538
Net assets ................................................................................... 44,005 32,629 37,829 30,461 30,998
Total assets ................................................................................ 142,934 146,330 149,869 140,808 137,370
<Yen>
Net assets per share .................................................................. 351.03 263.54 244.36 196.71 200.15
Net income (loss) per share ..................................................... (101.72) (84.61) 5.92 (47.61) 3.10
Diluted earnings per share ....................................................... — — — — —
<%>
Shareholders’ equity ratio ........................................................ 30.4 22.3 25.2 21.6 22.5
Return on equity ........................................................................ (25.5) (27.5) 2.4 (21.6) 1.6
<Times>
Price earnings ratio ................................................................... (3.64) (2.22) 24.17 (2.52) 106.64
<Millions of yen>
Cash flows from operating activities ....................................... (999) (399) 8,542 (525) 672
Cash flows from investing activities ........................................ (2,736) (3,251) (3,612) (4,499) (1,630)
Cash flows from financing activities ........................................ 2,796 3,516 3,437 (124) (2,542)
Cash and cash equivalents at the term end ............................ 6,870 6,724 15,081 10,076 6,579

Number of employees ............................................................... 2,193 2,182 2,146 2,118 1,992

Non-Consolidated Data 2010 2011 2012 2013 2014
<Millions of yen>
Net sales ..................................................................................... 73,003 112,258 107,294 84,340 95,215
Ordinary income (loss) ............................................................. (9,429) (1,020) 1,349 (6,310) 322
Net income (loss) ...................................................................... (12,888) (7,601) 1,596 (7,378) (430)
Paid-in capital ............................................................................ 22,251 22,251 24,301 24,301 24,301
Net assets ................................................................................... 43,125 35,171 41,063 33,694 33,277
Total assets ................................................................................ 125,705 130,935 135,242 127,443 122,715
<Thousands of shares>
Total number of shares outstanding ....................................... 123,973 123,973 154,973 154,973 154,973
<Yen>
Net assets per share .................................................................. 348.62 284.33 265.44 217.81 215.12
Cash dividend per share
 Ordinary shares ..................................................................... — — — — —
Including interim dividend ....................................................... (—) (—) (—) (—) (—)
Net income (loss) per share ..................................................... (104.17) (61.45) 11.26 (47.69) (2.78)
Diluted earnings per share ....................................................... — — — — —
<%>
Shareholders’ equity ratio ........................................................ 34.3 26.9 30.4 26.4 27.1
Return on equity ........................................................................ (26.2) (21.6) 4.2 (19.7) (1.3)
Payout Ratio ............................................................................... — — — — —
<Times>
Price earnings ratio ................................................................... (3.55) (3.06) 12.70 (2.52) (119.20)

Number of employees ............................................................... 205 1,072 1,061 1,041 1,036

Notes:  1.  The figures for net sales do not include consumption tax.
 2.   The amounts of diluted earnings per share are not shown for the years ended March 31, 2012 and 2014 because there are no potential com-

mon shares.
 3.   Amounts of diluted earnings per share are omitted for our years of business ended March 31, 2010, 2011 and 2013, as net losses were posted 

and there exist no dilutive shares.
 4.   The significant increase in employees at the filing company at the end of the business year ended March 31, 2011 is due to absorption merger 

of three consolidated subsidiaries on April 1, 2010.

*Amounts stated in U.S. dollars have been converted at ¥102.92 per U.S.1.00 dollar, the rate prevailing as of March 31, 2014.



In presenting the annual report for our 132nd year of 

business (from April 1, 2013, to March 31, 2014), I 

would like to offer a few words.

 During the consolidated fiscal year under review, 

Japanese economy was on a moderate recovery track 

due to the government’s various economic stimulus 

measures, continuous depreciation of the yen, and 

other factors. In such circumstances there were signs of 

an improvement in corporate earnings. However, in the 

stainless and specialty steel industry, even though the 

overseas market demand was sluggish throughout the 

year due to variables including the slowdown of growth 

in Chinese economy while in the domestic market 

there were indications of a recovery of demand.

 

Message from the PresidentMessage from the President

 Under such a management environment, in June 

of last year, we established Alloys Strategy Department 

that creates and implements our sales expansion 

strategy of high-performance alloys, strengthening 

the approach to the fields of growing demand such as 

energy and the environment. In addition, in February 

of this year, our local subsidiary in Singapore launched 

its operations; finally we have now established a global 

sales structure that encompasses Japan, the United 

States, Europe, and Asia (China and ASEAN). 

 As a result, in high-performance alloys, the 

Company recorded net sales of ¥31,804 million (up 

4.3% year on year) and the sales volume also exceeded 

that of the previous fiscal year. In ordinary stainless 

materials, net sales were ¥62,062 million (an increase 

of 18.4% year on year), mainly as a result of our efforts 

to revise selling prices.

 With regard of reducing costs, we steadily imple-

mented a variety of measures on basis of our Total Cost 

Reduction Plan aimed at finalizing the fiscal year of 

2013 in surplus. Despite the fact that our energy costs 

rose, such as the increase in electricity charges, we 

achieved cost reduction in line with these targets. 

 As a result, in the consolidated fiscal year under 

review, the Company recorded ordinary income of 

¥613 million, an increase of ¥7,074 million year on 

year, while the final amount of income was ¥480 mil-

lion, up ¥7,845 million year on year.

 Although under these conditions, with much regret 

to our shareholders, we will not be paying a year-end 

dividend due to the fact that we still need some time in 

order to improve our financial structure.

 In terms of the trend of Japanese economy in the 

future, we expect that the recovery is to be continued, 

being followed by the efforts of Abenomics, the post-

earthquake restoration-related demand and the special 

demand created by the upcoming Tokyo Olympics. 

However, the Group’s business environment remains 

harsh as a consequence of factors including the 

Hajime Kimura
President

Dear shareholders,
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continuously high electricity charges and the restric-

tions on the exports of nickel ore from Indonesia.

 But despite our management environment, with 

this lack of clarity we keep implementing measures 

to realize stable ordinary income and to resume 

dividends; and in addition, we set the Medium Term 

Management Plan 2014 targeting on being the leading 

manufacturer of stainless and specialty steel that 

surpasses both our domestic and international com-

petitors. Two fields surrounding us are that a number 

of countries are implementing a variety of energy 

strategies, and that the interest of global environment 

is growing; we see these fields have open demand for 

high-performance alloys. To achieve our goal of being 

the number one in this field, we are strengthening our 

sales structure, reforming our manufacturing and tech-

nological processes, diversifying our procurement of 

raw materials, and further improving the quality of our 

services. In addition, through the reduction of energy 

costs, keeping implementing operational reforms, 

reforming our technologies and equipment, and focus-

ing on the training of our personnel, we are aiming 

to secure our growth capability and to strengthen the 

foundations of our company (please refer to the pages 5 

for a summary of the Medium Term Management Plan 

2014).

 To achieve these goals, I would like to ask 

our shareholders for their continued support and 

cooperation. 

June 2014

Hajime Kimura

President
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Strategic Focus

The all-purpose high-performance alloys and stainless steels of Nippon Yakin Kogyo are manufac-

tured by an integrated production system.

 The company has systematized state-of-the art technologies and integrated production facilities, 

developed over many years and backed by a comprehensive quality assurance system, enabling it 

to offer recognized NAS nickel based stainless steels and nickel based high-alloys products to the 

customers.

 The broad range of high-

quality materials is confidence 

level to meet various require-

ments in terms of corrosion 

resistance, heat resistance, 

weather resistance, acid 

resistance, high strength, and 

formability. All these products 

have earned solid reputations 

and services produce the true 

added value for our customers’ 

business.

Strategic Focus
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In China, strong demand is seen for heater elements and for electric power generation applications 
(environmental countermeasure applications) whereas in Mexico, heater elements,  

and in ASEAN oil and gas applications are experiencing strong demand. 
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• Oil/Gas

• Electrical machinery/Electronics/Aerospace

• Chemicals

•   Electric power generation (including environmental countermeasure applications)

•   System of four regions: Japan, 
United States, Europe, and Asia

•   Expand and strengthen sales  
network to cover global market

• Stimulate final demand

• Provide technical service that covers use and application

1. Refine strategy to expand sales of high-performance alloys
2. Measures to enhance competitiveness of high-performance alloys business
3. Strengthen quality of service to meet customer needs

•   Establish stable earnings base by strengthening high-performance alloys 
business; shift to business structure that produces 5,000 tons per month in 
the high-performance alloys division

• Ordinary income       ¥4.0 billion (consolidated basis) 
¥3.0 billion (non-consolidated basis)

4. Strengthen ordinary stainless materials business
5. Upgrade company infrastructure

Strengthen profitability

Targets

Initiatives in growth 
business fields and 
industries

Global sales system

Enhance 
solution-based sales

Reinforce company foundation

Japan
Asia

Europe
North America

Singapore

London
Chicago

Shanghai

Medium-Term Management Plan 2014 
“Strategy to become No.1 in competitiveness of high-performance alloys”
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Corporate Social Responsibility

The number of directors constituting the Board of 
Directors of the Company is 6 to quickly respond to 
changes in the management environment. 
 In addition, the Company appointed outside direc-
tors in June 2013 in order to provide a third-party per-
spective on decision making and ensure management 
transparency and objectivity.
 Directors of the Company are limited to 10 by provi-
sions of the Articles of Incorporation.
 The Company, with respect to the selection resolu-
tion of directors, the articles of incorporation provides 
that the election shall be by a majority of the sharehold-
ers with voting rights present with a quorum of one 
third of all shareholders with voting rights present. 
Further, selection resolution for directors, according to 
the provisions of the articles of incorporation, shall not 
be by cumulative votes.
 The Company has introduced an executive officer 
system in order to breathe new life into the Board of 
Directors and strengthen its functions, clarify opera-
tional responsibilities and roles, and speed up manage-
ment decision making and the conduct of business.

 The Company has adopted an auditor system and 
with respect to performance of duties by directors, in 
addition to the supervision by the Board of Directors, 
audit by Audit & Supervisory Board Member (Audit & 
Supervisory Board is organized that includes outside 
Audit & Supervisory Board Member) is performed. 
Further, Internal Control Office has been organized as 
an office reporting directly to the president and per-
forms regular internal audit relating to execution of 
business and the results of such audits are reported to 
the directors, Audit & Supervisory Board Member and 
accounting auditors on a timely basis. Further account-
ing auditors provide explanation to the Audit & 
Supervisory Board with respect to the content of an 
accounting audit and conducts exchange of information.
 With the purpose of ensuring that the directors and 
Audit & Supervisory Board Member are able to ade-
quately fulfill their expected roles, as provided for in the 
Articles of Incorporation, by a resolution of the Board of 
Directors, directors (including those that had been 
directors) and Audit & Supervisory Board Member 
(including those who had been Audit & Supervisory 

Corporate Social Responsibility

Corporate Governance
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Board Member) are exempted from liability for compen-
sation for damages provided for in Company Law Article 
423 paragraph 1, to the extent permitted by law pursu-
ant to the provisions in the Company Law Article 426 
paragraph 1. 
 In addition, pursuant to Company Law Article 427 
paragraph 1, the Company has entered into a limitation 
of liability agreement with its outside directors and out-
side Audit & Supervisory Board Member, which shall 
limit the maximum amount of their liabilities pursuant 
to the provisions in the Company Law Article 423 para-
graph 1. The limitation on the amount of liability based 
on said limitation of liability agreement shall be the min-
imum amount stipulated by laws and regulations. The 
Company limits liabilities for damages charged to the 
outside directors or outside Audit & Supervisory Board 
Member only when they have acted in good faith and the 
liability did not result from serious negligence during the 
execution of their duties.

The Company put in place a set of rules and regulations 
relating to risk management with the aims of better 
grasping the risks associated with the Group’s business 
activities and to establish a structure and system to 
ensure appropriate risk management. In addition to the 
effective application of these rules and regulations in 
combination with the pre-existing individual rules and 
regulations relating to important risks as well as the 
activities of the Management Committee, which was 
established to oversee the smooth implementation of 
these rules, the Company is working diligently to ensure 
the appropriate management of risk.
 The Company’s top management issued a 
Compliance Statement, which set in motion various ini-
tiatives. In addition to the establishment of the 
Compliance Committee, which is charged with the 
responsibility of discussing, proposing and promoting 
important policies relating to corporate behavior that 
adheres strictly to corporate ethics and legal compli-
ance, steps were taken to position compliance as the 

main priority of the Code of Conduct and to ensure that 
this Code, which mainly covers corporate activities that 
conform with social rules, formed a part of Company’s 
internal regulations. Through these measures, the 
Company now has in place standards for corporate 
behavior that instill an awareness of the need for legal 
compliance in employees and preempt violations.

The Group engages in environmental protection activi-
ties under the motto “C&C” (Clean and Circulation), 
and works to encourage environmental awareness and 
willingness to promote the environment among its 
employees.
 Kawasaki Plant pursues environmental protection 
activities in light of its situation in an urbanized envi-
ronment. In March 1999, the plant of the subsidiary was 
the first in the Group’s to win certification under the 
international ISO14001 environmental management 
standard. We aim to creatively contribute to social infra-
structure through environment-friendly  
manufacturing and development activities.
 Oheyama Plant, is a Ferro-nickel manufacturer 
located near in an area of great scenic beauty. Its plant 
obtained ISO14001 certification in November 2001, 
with the aim of ensuring that its production activities 
take full consideration of its location and the need for 
environmental protection.
 In addition to ISO certification, the Group has 
received a JIS Mark certificate, confirming the effective-
ness of its quality assurance. We will continue to work to 
further raise quality, better meeting customer needs by 
consolidating our manufacturing and inspection technol-
ogies and through increased standardization.

Compliance

Environmental Protection Activities
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Financial Review (consolidated basis)

Overview
The following is an overview of the Group’s business of stainless 

steel plates and processed goods. 

 On the one hand signs of a recovery in demand in the domes-

tic market have emerged, on the other hand, there were stagnant 

European economy and slower economic growth in China. 

Therefore, a business environment was devoid of rising demand 

during the entire fiscal year. Under such circumstances, the 

Group established the High-Performance Alloys Sales Promotion 

Division in June 2013 as the organization responsible for 

formulating and promoting a sales strategy for high-performance 

alloys and reinforced its targeted approach to growth fields such 

as energy and the environment. In February 2014, our local 

subsidiary in Singapore settled business and set up a global sales 

system covering Japan, the United States, Europe, and Asia 

(China/ASEAN). 

 As a result, although sales volumes of high-performance 

alloys rose 1.3% year on year due to the aforementioned eco-

nomic conditions in Europe and China and other factors, sales 

of general alloys increased 10.8%, reflecting a modest domestic 

economic recovery. Thus, net sales increased 10.2% year on year 

to ¥119,903 million due to additional price corrections. Of this 

amount, sales in Japan were ¥89,271 million, while export sales 

came to ¥30,632. (Ratio of domestic to export: 74.5% : 25.5%). 

Issues Facing the Company
As for future economic trends in Japan, against a backdrop of 

special demand due to the effects of Abenomics, reconstruction 

demand, the holding of the Tokyo Olympics, the economic 

recovery trend is expected to continue. However, the business 

environment surrounding the Company will remain harsh, 

with high electric power costs, nickel ore export regulations in 

Indonesia, and other factors.

 In such business environment, the Group formulated 

“Medium-Term Business Plan 2014” with the goal of securing 

ordinary profit and resuming dividend payment as well as 
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winning all over the world as a competitive specialty stainless 

steel manufacturer.

 By executing the various measures of this plan, we aim to 

become number one in high-performance alloys. We will also 

try to strengthen our business foundation through the reduction 

of energy costs, continuous business reforms, the innovation of 

technology and equipment, and personnel development.

Capital Investment
The Group, taking into account trends in the business  

environment, invested to enhance the competitiveness of high-

performance alloys, considered as the Group’s most important 

strategic product, and also invested in the environment and 

energy fields, and invested to strengthen its business foundation. 

As a result, capital investments totaled ¥3,482 million in the fiscal 

year ended March 31, 2014. 

Fund Procurement
Working capital and capital investment funds were allocated from 

the Company’s own funds and bank borrowings.
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Consolidated Balance Sheets
Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

As of March 31, 2013 and 2014 2013 (¥ million) 2014 (¥ million)

Assets
 Current assets

  Cash and deposits ....................................................................................... 10,121 6,630

  Notes and accounts receivable *6 ............................................................. 21,715 20,661

  Marketable securities  ................................................................................. 30 30

  Merchandise and finished products *3 ..................................................... 5,909 7,290

  Work in progress *3 ..................................................................................... 13,458 15,577

  Raw materials and purchased supplies *3 ................................................ 8,193 7,013

  Deferred tax assets ...................................................................................... 266 264

  Other current assets .................................................................................... 853 752

  Allowance for doubtful receivables ........................................................... (585) (572)

  Total current assets ..................................................................................... 59,960 57,645

 Fixed assets

  Tangible fixed assets

   Buildings and structures *3 and *7 ....................................................... 49,007 48,146

    Accumulated depreciation ................................................................ (35,692) (35,585)

    Buildings and structures (net) *3 ..................................................... 13,315 12,560

   Machinery, equipment and vehicles *3 and *7 .................................... 139,346 138,816

    Accumulated depreciation ................................................................ (118,705) (118,343)

    Machinery, equipment and vehicles (net) *3 .................................. 20,640 20,473

   Land *2 and *3 ........................................................................................ 39,346 38,745

   Construction in progress ........................................................................ 496 996

   Other tangible fixed assets .................................................................... 7,417 6,965

    Accumulated depreciation ................................................................ (6,215) (5,614)

    Other tangible fixed assets (net) ...................................................... 1,203 1,351

   Total tangible fixed assets ..................................................................... 74,999 74,125

  Intangible fixed assets

   Software  .................................................................................................. 726 738

   Other intangible fixed assets ................................................................. 210 165

    Total intangible fixed assets ............................................................. 936 903

  Investments and other assets

   Investment securities *1 and *3 ............................................................ 4,185 3,994

   Deferred tax assets ................................................................................. 158 142

   Other investments and other assets ..................................................... 628 593

   Allowance for doubtful receivables ....................................................... (57) (31)

   Total investments and other assets ...................................................... 4,913 4,698

  Total fixed assets ......................................................................................... 80,849 79,725

 Total assets ....................................................................................................... 140,808 137,370

*1 to *7 above refer to the section, “Notes to Consolidated Balance Sheets,” under the accompanying Notes to Consolidated Financial Statements.
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2013 (¥ million) 2014 (¥ million)

Liabilities
 Current liabilities

  Notes and accounts payable *6 ................................................................. 19,891 18,491

  Short-term debt *3 ...................................................................................... 34,581 32,923

  Current portion of long-term debt *3 ........................................................ 11,061 11,885

  Accrued income taxes ................................................................................. 76 175

  Accrued consumption taxes ....................................................................... 39 321

  Reserve for employees’ bonuses ................................................................ 645 627

  Other current liabilities *3 and *6 ............................................................. 5,175 4,806

  Total current liabilities ................................................................................ 71,468 69,228

 Long-term liabilities

  Long-term debt *3 ....................................................................................... 18,053 17,026

  Deferred tax liabilities ................................................................................. 8,774 8,823

  Deferred tax liabilities on land revaluation *2 ......................................... 1,128 1,029

  Reserve for employees’ retirement benefits ............................................. 9,218 —

  Net defined benefit liabilities .................................................................... — 8,820

  Reserve for environmental measures ........................................................ 29 10

  Other long-term liabilities *3 ..................................................................... 1,678 1,437

  Total long-term liabilities ........................................................................... 38,879 37,144

 Total liabilities ................................................................................................. 110,347 106,372

Net assets

 Equity

  Common stock ............................................................................................. 24,301 24,301

  Capital surplus ............................................................................................. 9,542 9,542

  Retained earnings ....................................................................................... (5,788) (5,135)

  Treasury stock .............................................................................................. (132) (133)

  Total Equity .................................................................................................. 27,923 28,575

 Accumulated other comprehensive income

  Unrealized gain on available-for-sale securities ...................................... 646 695

  Net deferred losses on hedges ................................................................... (5) (0)

  Land revaluation reserve *2 ....................................................................... 1,823 1,651

  Foreign currency translation adjustments ................................................ 42 42

  Total accumulated other comprehensive income .................................... 2,507 2,387

 Minority interests ............................................................................................. 31 36

 Total net assets ................................................................................................ 30,461 30,998

Total liabilities and net assets ............................................................................ 140,808 137,370
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Consolidated Statements of Operations
Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

Terms ended March 31, 2013 and 2014 2013 (¥ million) 2014 (¥ million)

Sales ......................................................................................................................  108,817 119,903

Cost of sales *2 and *5 ........................................................................................ 104,074 108,206

Gross profit ........................................................................................................... 4,743 11,697

Selling, general and administrative expenses *1 and *2 ...................................... 10,125 9,872

Operating income (loss) ...................................................................................... (5,383) 1,824

Non-operating income

 Interest income ................................................................................................ 3 3

 Dividend income .............................................................................................. 111 95

 Rent of fixed assets .......................................................................................... 125 115

 Exchange gain .................................................................................................. 99 14

 Other non-operating income .......................................................................... 155 91

 Total non-operating income ........................................................................... 493 318

Non-operating expenses

 Interest paid ..................................................................................................... 1,112 1,116

 Loss on sale of trade notes receivable........................................................... 62 103

 Other non-operating expenses ....................................................................... 398 311

 Total non-operating expenses ........................................................................ 1,572 1,529

Ordinary income (loss) ........................................................................................ (6,461) 613

Extraordinary profits

 Reversal of reserve for environmental measures .......................................... 27 —

 Gain on sale of fixed assets *3 ....................................................................... 6 3

 Gain on sale of investment securities ............................................................ 10 280

 Gain on sale of subsidiaries’ stocks ............................................................... — 322

 Gain on insurance claim .................................................................................. 24 14

 Other extraordinary profits ............................................................................. 6 30

 Total extraordinary profits............................................................................... 73 659

Extraordinary losses

 Loss on sale of tangible fixed assets *4 ........................................................ — 82

 Impairment loss *6 .......................................................................................... 10 10

 Loss on valuation of investment securities ................................................... 115 —

 Restructuring costs *7 ..................................................................................... 730 474

 Other extraordinary losses .............................................................................. 56 12

 Total extraordinary losses ............................................................................... 912 578

Income (loss) before income taxes and minority interests .............................. (7,301) 694

 Income taxes (corporate tax, residential tax and enterprise tax) .................... 44 241

Income tax adjustment ........................................................................................ 19 (32)

Total income tax payments (refunds) ................................................................. 63 209

Income (loss) before minority interests ............................................................. (7,364) 485

Minority interest in income ................................................................................. 1 5

Net income (loss) ................................................................................................. (7,365) 480

*1 to *7 above refer to the section, “Notes to Consolidated Statements of Operations,” under the accompanying Notes to Consolidated Financial 
Statements.
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Consolidated Statements of Comprehensive Income
Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

Terms ended March 31, 2013 and 2014 2013 (¥ million) 2014 (¥ million)

Income (loss) before minority interests ............................................................ (7,364) 485

Other comprehensive income

 Unrealized gain on available-for-sale securities .......................................... 27 49

 Net deferred gain (losses) on hedges ................................................................ (2) 4

 Land revaluation reserve ................................................................................ (8) —

 Foreign currency translation adjustments .................................................... 89 1

 Total other comprehensive income *1 and 2 ............................................... 105 53

Comprehensive income ...................................................................................... (7,259) 358

 (Breakdown)

 Comprehensive income attributable to owners of the parent company ... (7,260) 533

 Comprehensive income attributable to minority interests......................... 1 5

*1 and *2 above refer to the section, “Notes to Consolidated Statements of Comprehensive Income,” under the accompanying Notes to Consolidated 
Financial Statements.
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Consolidated Statements of Changes in Equity
Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

 (¥ million)
Equity 

Common  
stock

Capital  
surplus

Retained 
earnings

Treasury  
stock

Total  
shareholders’ 

equity

Balance as of April 1, 2012 ....................... 24,301 9,542 1,688 (132) 35,399
Changes of items during the period:

Net income (loss)  ................................ (7,365) (7,365)
Purchase of treasury stock ................... (0) (0)
Disposal of treasury stock .................... (0) 0 0
Reversal of land revaluation reserve ...
Increase by merger ............................... (111) (111)
Changes outside  
  scope of equity — net ........................
Total changes of items  
  during the period ................................ — — (7,476) (0) (7,476)

Balance as of March 31, 2013 .................. 24,301 9,542 (5,788) (132) 27,923

Accumulated other comprehensive income

Net unreal-
ized loss on 
available-
for-sale 

securities

Net deferred 
loss on 
hedges

Land revalua-
tion reserve

Foreign 
currency 

translation 
adjustments

Total 
accumulated 
other com-
prehensive 

income
Minority 
interests

Total net 
assets

Balance as of April 1, 2012 ....................... 620 (2) 1,832 (47) 2,402 28 37,829
Changes of items during the period:

Net income (loss)  ................................ (7,365)
Purchase of treasury stock ................... (0)
Disposal of treasury stock .................... 0
Reversal of land revaluation reserve ...
Increase by merger ............................... (111)
Changes outside  
  scope of equity — net ........................ 27 (2) (8) 89 105 4 108
Total changes of items  
  during the period ................................ 27 (2) (8) 89 105 4 (7,367)

Balance as of March 31, 2013 .................. 646 (5) 1,823 42 2,507 31 30,461
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 (¥ million)
Equity 

Common  
stock

Capital  
surplus

Retained 
earnings

Treasury  
stock

Total  
shareholders’ 

equity

Balance as of April 1, 2013 ....................... 24,301 9,542 (5,788) (132) 27,923
Changes of items during the period:

Net income (loss)  ................................ 480 480
Purchase of treasury stock ................... (1) (1)
Disposal of treasury stock ....................
Reversal of land revaluation reserve ... 173 173
Increase by merger ...............................
Changes outside  
  scope of equity — net ........................
Total changes of items  
  during the period ................................ — — 653 (1) 651

Balance as of March 31, 2014 .............. 24,301 9,542 (5,135) (133) 28,575

Accumulated other comprehensive income

Net unreal-
ized loss on 
available-
for-sale 

securities

Net deferred 
loss on 
hedges

Land revalua-
tion reserve

Foreign 
currency 

translation 
adjustments

Total 
accumulated 
other com-
prehensive 

income
Minority 
interests

Total net 
assets

Balance as of April 1, 2013 ....................... 646 (5) 1,823 42 2,507 31 30,461
Changes of items during the period:

Net income (loss)  ................................ 480
Purchase of treasury stock ................... (1)
Disposal of treasury stock ....................
Reversal of land revaluation reserve ... 173
Increase by merger ...............................
Changes outside  
  scope of equity — net ........................ 48 4 (173) 1 (119) 5 (114)
Total changes of items  
  during the period ................................ 48 4 (173) 1 (119) 5 537

Balance as of March 31, 2014 .............. 695 (0) 1,651 42 2,387 36 30,998
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Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

Consolidated Statements of Cash Flows
Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

Terms ended March 31, 2013 and 2014 2013 (¥ million) 2014 (¥ million)

Cash flows from operating activities 

 Income (loss) before income taxes and minority interests........................................... (7,301) 694
 Depreciation and amortization ........................................................................................ 4,247 3,817
 Impairment loss ................................................................................................................ 10 10
 Increase (decrease) in allowance for doubtful receivables ........................................... (48) (38)
 Increase (decrease) in reserve for employees’ bonuses ................................................ (154) 25
 Increase (decrease) in reserve for employees’ retirement benefits .............................. (77) —
 Increase (decrease) in net defined benefit liabilities .................................................... — (103)
 Increase (decrease) in reserve for environmental measures ........................................ (36) (19)
 Interest and dividends received ....................................................................................... (114) (98)
 Interest expense  ............................................................................................................... 1,112 1,116
 Loss (gain) on sale of investment securities  ................................................................. (10) (280)
 Loss (gain) on sale of subsidiaries’ stocks  .................................................................... — (332)
 Loss (gain) on valuation of investment securities ......................................................... 115 —
 Loss (gain) on sale of tangible fixed assets ................................................................... (6) 79
 Loss of disposal of tangible fixed assets ........................................................................ 173 47
 Decrease (increase) in trade notes receivable ............................................................... 2,140 354
 Decrease (increase) in inventories .................................................................................. 1,521 (2,927)
 Increase (decrease) in trade accounts payable .............................................................. (830) (720)
 Increase (decrease) in accrued consumption taxes ....................................................... (494) 366
 Other .................................................................................................................................. 283 (65)
 Subtotal ............................................................................................................................. 532 1,926
 Interest and dividends received ....................................................................................... 114 98
 Interest paid ...................................................................................................................... (1,091) (1,172)
 Income taxes (paid) refund .............................................................................................. (80) (180)
 Net cash provided by (used in) operating activities ...................................................... (525) 672
Cash flows from investing activities

 Expenditures for deposits in time deposits ................................................................... (47) (44)
 Proceeds from maturity of time deposits ....................................................................... 43 27
 Purchases of noncurrent assets ....................................................................................... (4,654) (3,376)
 Proceeds from sale of noncurrent assets ........................................................................ 113 96
 Purchases of investment securities ................................................................................. (24) (62)
 Proceeds from sale of investment securities .................................................................. 51 602
 Proceeds from sale of investment in subsidiaries in change in scope of consolidation... — 1,118
 Other .................................................................................................................................. 20 9
 Net cash used in investing activities ............................................................................... (4,499) (1,630)
Cash flows from financing activities

 Net increase (decrease) in short-term debt ................................................................... 3,995 (1,670)
 Proceeds from long-term debt ......................................................................................... 7,570 11,235
 Repayment of long-term debt .......................................................................................... (11,773) (11,438)
 Proceeds from increase in accounts payable — installment purchase ....................... 932 292
 Payment of installment payable ...................................................................................... (610) (772)
 Payment for purchase of treasury stock .......................................................................... (0) (1)
 Other .................................................................................................................................. (238) (188)
 Net cash provided by (used in) financing activities....................................................... (124) (2,542)
Foreign currency translation adjustment of cash and cash equivalents ........................ 92 3
Net increase (decrease) in cash and cash equivalents .................................................... (5,055) (3,498)
Cash and cash equivalents at the beginning of the term ................................................ 15,081 10,076
Increase in cash and cash equivalents resulting from merger with  
  unconsolidated subsidiaries ............................................................................................ 50 —

Balance of cash and cash equivalents at the end of the term* ....................................... 10,076 6,579

* Above refer to the section, “Notes to Consolidated Statements of Cash Flows,” under the accompanying Notes to Consolidated Financial Statements.
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Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

Term ended March 31, 2014 (April 1, 2013 to March 31, 2014)

Notes to Consolidated Financial Statements
Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

Basis for Preparing the Consolidated Financial 
Statements

1. Scope of consolidation
(1) Number of consolidated subsidiaries: 9 companies
NAS TOA WELDING TECHNOLOGIES, a consolidated subsidiary in the 

previous consolidated fiscal year, sold all of its held shares to Dengen 

Welding Technologies and is therefore no longer within the scope of 

consolidation.

(2) Significant nonconsolidated subsidiaries
There are no significant nonconsolidated subsidiaries.

 Ten subsidiaries are excluded from the scope of consolidation as 

each company is small in terms of total assets, sales, net income or loss 

(proportional amounts to the Company’s equity stakes) and retained 

earnings (proportional amounts to the Company’s equity stakes), and 

the companies have little effect on the consolidated financial state-

ments of the Company.

2. Equity-method subsidiaries
There are no equity-method subsidiaries.

 Excluded from the scope of the equity method are ten noncon-

solidated subsidiaries and two affiliates, as each company has only a 

marginal impact on net income or loss and retained earnings (in both 

cases proportional amounts to the Company’s equity stakes) in the con-

solidated financial statements, and the companies have no significant 

impact on the Company as a whole.

3. Accounting periods of consolidated subsidiaries
Consolidated subsidiaries whose balance sheet dates differ from that of 

the parent company are as follows:

Company name Balance sheet date

NAS TOA (THAILAND) CO., LTD. Last day of February

 The financial statements of subsidiaries with the said balance 

sheet dates are used for preparing consolidated financial statements. 

Adjustments have been made as necessary to account for significant 

transactions after the balance sheet dates. 

4. Accounting standard
(1) Marketable securities
Specified marketable securities:

– Securities listed or traded over the counter are stated at fair value 

based on the market price on the account settlement date. (Unrealized 

gain/loss is directly charged to net assets and cost of sale is, in prin-

ciple, calculated by the moving-average method.)

– Other securities than the above-mentioned are stated at cost, deter-

mined by the moving-average method.

(2) Inventories
In principle, inventories are stated at cost using the moving-average 

method.

(Book value amount is calculated by deducting an amount correspond-

ing to the decline in profit.)

(3) Tangible fixed assets (excluding lease assets)
Depreciated primarily by the straight-line method. Useful lives of 

tangible fixed assets are as follows:

Buildings and structures:  8 to 50 years

Machinery, equipment and vehicles: 7 to 30 years

(4) Intangible fixed assets (excluding lease assets)
In principle, straight-line methods are applied. Software for internal 

use is amortized by the straight-line method based on our in-house 

estimates of useful life.

(5) Lease assets
Finance lease transactions that transfer ownership of the leased property
  Calculated by the same depreciation method as applied to the 

Company’s fixed assets.

Finance lease transactions that do not transfer of ownership of the leased 

property
  Lease assets are depreciated by the straight-line method, with the 

lease period as the useful lives and with no residual value.

 Finance lease transactions in which there is no transfer of ownership 

and for which contracts were concluded prior to April 1, 2008 will 

continue to be accounted for by a method corresponding to that used 

for ordinary operating lease contracts.

(6) Allowance for doubtful receivables
Allowances for doubtful accounts are generally provided based on 

historical default rates. Claims whose collectibility is deemed doubtful 

are provided for in the expected uncollectible amounts, under due 

consideration of the specific circumstances.

(7) Reserve for employees’ bonuses
To pay employees’ bonuses, the reserve is provided for based on an 

estimated amount to be paid during that period.

(8) Reserve for Environmental Measures
To provide for expenses related to the removal of asbestos and PCB 

(polychlorinated biphenyls) waste disposal, the Company posted a 

reasonably estimated amount at the end of the fiscal year under review.

(9) Accounting procedures for retirement benefits
1) Attribution method for projected retirement benefits
  In calculating retirement benefit obligations, the straight-line attri-

bution method is used for allocating projected retirement benefits 

to their respective periods up to the end of the consolidated fiscal 

year under review.

2) Method for amortizing actuarial differences and prior service costs
  Prior service costs and actuarial differences are amortized in a lump 

sum in the year they are incurred.

(10) Changes in accounting policy
Accounting Standard (ASBJ Statement No.26 May 17, 2012) and 

Guidance (ASBJ Guidance No.25, May 17, 2012) for Retirement Benefits 

have been applied from the end of the consolidated fiscal year under 

review.(except Accounting Standard (paragraph 35) and Guidance 

(paragraph 67) for Retirement Benefits)

 With regard to the application of Accounting Standard for 

Retirement Benefits, etc. is in accordance with paragraph 37 accounting 

standard for retirement benefits.

 Employees’ retirement benefits, which had been recorded as fixed 

liabilities, has been recorded as liabilities for retirement benefits from 

the end of the fiscal year under review.

 This change will have no material impact on the consolidated 

financial statements.

(11) Changes in accounting estimates
Beginning from the consolidated fiscal year under review, some 

consolidated subsidiaries have changed their calculation method 

for retirement benefit obligations from the principle method to the 

simplified method. This change was effected because it had become 

difficult to make actuarial estimates with a high level confidence due 

to the substantial decrease in the number of employees for these 

consolidated subsidiaries.
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(12) Material hedge accounting transactions
1) Hedge accounting
The deferral hedge accounting method is adopted in principle. 

Exchange contracts are stated in accordance with appropriation treat-

ment as long as they meet the requirement. Interest-rate swaps are 

stated in accordance with the regulations for extraordinary treatment, 

as long as they meet the requirement stipulated in the regulations. 

2) Hedging method and objectives
In applying hedge accounting, hedging objects and instruments are as 

follows:

(a) Hedging instruments:  Exchange forwards, exchange options, 
Currency swaps

 Hedging objectives:  Foreign currency-denominated transactions, 
foreign currency-denominated forward 
transactions

(b) Hedging instruments: Commodity derivatives

 Hedging objectives: Raw materials and trade payables

(c) Hedging instruments: Interest swaps

 Hedging objectives: Borrowings

3) Hedging policy
Based on its own internal hedging transaction regulation, the Company 

conducted hedging transactions with the aim of reducing the possibility 

of losses (risk) incurred by fluctuations in the prices of assets, foreign 

exchange rates or in interest rates of liabilities, and market prices. This 

similarly applies to the consolidated subsidiaries of the Company.

4) Valuation of hedge effectiveness
Hedge effectiveness is evaluated through a cumulative approach by 

comparing the cumulative changes in the hedging instruments’ cash 

flows or market value fluctuation to the cumulative changes in the 

hedging objectives’ cash flows or market value fluctuation attributable 

to the risk hedged for every six months. Valuation of interest-rate swap 

effectiveness, however is omitted as the swaps come under the stipula-

tions relating to extraordinary treatment.

(13) Method and period of amortization of goodwill
Goodwill is amortized over a period of five years using the straight-line 

method.

(14)  Scope of funds in the consolidated statements of cash 
flows

Funds (cash and cash equivalents) listed in the consolidated state-

ments of cash flows are cash on hand, deposits that can be withdrawn 

at any time, and short-term investments approaching maturity (three 

months or less) that can be readily converted to cash and bear only a 

slight risk of price fluctuation.

(15) Other significant accounting policies
1) Consumption tax is excluded from calculations

2) Application of consolidated tax payment system
The Company adopts the consolidated tax payment system.

New Accounting Standards Not Yet Applied

Accounting Standard for Retirement Benefits (ASBJ 
Statement No.26, May 17, 2012) and Guidance on the 
Accounting Standard for Retirement Benefits (ASBJ 
Guidance No.25, May 17, 2012) 
(1) Outline
The method for recording unrecognized actuarial differences and unrec-

ognized prior service costs, and the method for calculating retirement 

benefit obligations and service costs, moreover the expansion of the 

scope of disclosure were revised.

(2) Planned date of application
Applications of the revised method for calculating retirement benefit 

obligations and service costs will start from April 1, 2015.

 Further, because a transitional handling has been established in the 

accounting standard, etc. the revision cannot be applied retroactively to 

financial statements of past fiscal years.

(3) Effect of applying said accounting standard
The effect amount of revising the calculation method for retirement 

benefit obligations and service costs is now under review.

Account Standard for Business Combinations
•  Accounting Standard for Business Combinations (ASBJ Statement No. 

21, September 13, 2013)

•  Accounting Standard for Consolidated Financial Statements (ASBJ 

Statement No. 22, September 13, 2013)

•  Accounting Standard for Business Divestitures (ASBJ Statement No. 7, 

September 13, 2013)

•  Accounting Standard for Earnings per Share (ASBJ Statement No. 2, 

September 13, 2013)

•  Guidance on Accounting Standard for Business Combinations and 

Accounting Standard for Business Divestitures (ASBJ Guidance No. 10, 

September 13, 2013)

•  Guidance on Accounting Standard for Earnings per Share (ASBJ 

Guidance No. 4, September 13, 2013)

(1) Outline
Accounting standards were revised mainly are as follows. (i) The 

handling of changes in equity of the parent company of subsidiaries 

that had acquired additional own shares, (ii) The handling of purchase-

related expenses, (iii) The presentation method of net income and 

change from minority interests to non-controlling interests, and (iv) The 

handling of provisional accounting procedures.

(2) Planned date of application
Application will start from April 1, 2015.

 The provisional accounting procedures will be applied from the time 

of business combination which is to be implemented after April 1, 2015.

(3) Effect of applying for accounting standards
The effect amount is under review at the time the consolidated financial 

statements are being prepared.

Changes in Presentation Method

Consolidated statements of cash flows
“Profit and Loss on sale of investment securities,” which had been 

included in “Other” under “Cash flows from operating activities” in the 

previous consolidated fiscal year, has been listed separately from the 

consolidated fiscal year under review because of its increased financial 

importance. To reflect this change in presentation method, the consoli-

dated financial statements of the previous consolidated fiscal year have 

been reclassified.

 As a result, the ¥273 million presented in “Other” under “Cash flows 

from operating activities” has been reclassified as “Loss (gain) on sale 

of investment securities” ¥(10) million and “Other” ¥283 million in the 

previous fiscal year’s Consolidated Statements of Cash Flows.

 “Proceeds from sale of investment securities,” which had been 

included in “Other” under “Cash flows from investing activities” in the 

previous consolidated fiscal year, has been listed separately from the 

consolidated fiscal year under review because of its increased financial 

importance.
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 As a result, the ¥71 million presented in “Other” under “Cash flows 

from investing activities” has been reclassified as “Proceeds from sale 

of investment securities” ¥51 million and “Other” ¥20 million in the 

previous fiscal year's Consolidated Statements of Cash Flows.

Notes to Consolidated Balance Sheets

*1. Investment in nonconsolidated subsidiaries and affiliates
Investment securities (equity shares): ¥78 million

*2. Revaluation of land for business purposes
An amount equivalent to the tax payable on the difference resulting 

from revaluation of land for business purposes is posted under 

Deferred tax liabilities in accordance with the stipulations of the Land 

Revaluation Act (Law No.34, promulgated on March 31, 1998) and the 

Revision to the Land Revaluation Act (Law No.19, promulgated on 

March 31, 2001). An amount equivalent to the said difference less an 

amount equivalent to the tax payable is posted under net assets under 

Land revaluation reserve.

• Land revaluation method: Two methods stipulated in Article 2 of 

the Detailed Enforcement of the Land Revaluation Act (Detailed 

Enforcement Regulations No.119, promulgated on March 31, 1998) 

were applied to the land revaluation in question. The first method, 

stipulated in Article 2, Clause 3 of the Regulations, is based on the 

land price announced by the National Tax Administration Agency for 

land tax purposes, after reasonable adjustments. The second method, 

stipulated in Clause 5 of the Article, is based on the appraisal price of 

land calculated by a real estate appraiser.

• Dates of land revaluation:

 The Company: March 31, 2001

 Some domestic consolidated subsidiaries: March 31, 2002

• Difference between the market price of the land at the end of the term 

and the book value after land revaluation:  ¥145 million

*3. Assets pledged as collateral and corresponding liabilities
 Assets pledged as collateral Corresponding liabilities

(Details)
Buildings and structures: 
 ¥10,289 million 

Current portion of long-term debt:
 ¥11,885 million

<¥7,456million> 

Machinery, equipment, and vehicles: Long-term debt: ¥17,026 million
 ¥17,637 million 

<¥17,587 million> Short-term debt: ¥26,319 million 
Land: ¥35,331 million 

<¥30,452 million> Notes discounted: ¥529 million
Investment securities: 
 ¥1,212 million 

Long-term accounts payable: 
 ¥258 million

<¥—> 
Purchased supplies: ¥759 million Accounts payable: ¥410 million

<¥—> 
Work in progress, etc.: 
 ¥5,265 million 

<¥—> 

Total: ¥70,492 million Total: ¥56,426 million

<¥55,493 million> 

(Figures in brackets above indicate factory mortgage. Work in progress, 

etc. always indicates the amount required for storage.)

4. Guarantee liabilities
The Company acts as a guarantor for its employees’ borrowings from 

financial institutions.

Employees (Housing loan obligations): ¥27 million

5. Notes discounted and endorsed
Notes discounted: ¥3,579 million

Notes endorsed: ¥439 million

6.  Notes at maturity as of the end of the consolidated fiscal 
year 

Regarding accounting treatment of notes at maturity as of the end of 

the consolidated fiscal year, the Company settles accounts as of the 

date of clearance of notes. For the previous fiscal year, when the closing 

date was a non-working day for financial institutions, the balance of 

notes at maturity as of the next consolidated fiscal year-end is included.

Notes receivable: ¥— million

Notes payable: ¥— million

Notes payable-equipment : ¥— million

*7. Reduction entry
Among assets purchased in past fiscal years, there was a reduced 

value entry of ¥396 million as a result of state subsidies. The amount 

recorded in the balance sheets excludes this reduced value entry.

 The breakdown of this entry is “Building” ¥11 million and “Machinery 

and equipment” ¥385 million.

Notes to Consolidated Statements of 
Operations

*1.  Main items and amounts of selling, general,  
and administrative expenses

Shipping expenses and storage fees: ¥2,147 million 

Salary and bonuses: ¥2,532 million 

Provision to reserve for employees’ bonuses: ¥216 million 

Provision for reserve for retirement allowance: ¥192 million 

*2.  Research and development expenses
The sum of general and administrative expenses, and research and 

development expenses included in manufacturing costs: ¥358 million

*3. Details of gain on sale of fixed assets are as follows.
Machinery and equipment: ¥— million

Vehicles and other: ¥3 million

*4. Details of loss on sale of tangible fixed assets are as follows
Buildings and land: ¥82 million

*5.  Term-end inventory assets represent the amount after deduction 

from the book value following a decline in profit. Cost of sales 

includes a reversal of appraisal loss on inventory of ¥21 million.

*6.  Impairment loss
In the fiscal year ended March 31, 2014, the Group posted impairment 

loss but did not list it because its amount was immaterial.

*7.  Restructuring costs
These are costs related to profitability improvements made at the 

Company’s Kawasaki Plant in the fiscal year ended March 31, 2013. 
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Notes to Consolidated Statements of 
Comprehensive Income

*1.  Other comprehensive income
Unrealized gain on available-for-sale  
  securities:

Amount accrued during  
  the fiscal year ¥358 million

Reclassification adjustment  
  (amount) ¥(280) million ¥104 million

Net deferred gains or losses on  
  hedges:

Amount accrued during  
  the fiscal year ¥(0) million

Reclassification adjustment  
  (amount) ¥5 million ¥4 million

Foreign currency translation  
  adjustments:

Amount accrued during  
  the fiscal year ¥1 million ¥1 million

Total before adjustments  
  for tax effect ¥109 million

Amount of tax effect ¥(56) million

Total of other comprehensive income ¥53 million

*2.  Tax effect on other comprehensive income
Total before adjust-
ments for tax effect Amount of tax effect

Amount after adjust-
ments of tax effect 

Unrealized gain on  
  available-for-sale  
  securities ¥104 million ¥(56) million ¥49 million

Net deferred gains or  
  losses on hedges ¥4 million — ¥4 million

Land revaluation — — —

Foreign currency  
  translation  
  adjustment ¥1 million — ¥1 million

Other comprehensive  
  income ¥109 million ¥(56) million ¥53 million

Notes to Consolidated Statement of Changes in 
Equity
For the fiscal year 2013 (from April 1, 2013 to March 31, 2014)

1. Class and number of shares issued and shares in treasury
(Thousands of shares)

Number of  
shares at the 

beginning of the 
reporting year

Number of 
shares 

increased 
during the year

Number of 
shares 

decreased 
during the year

Number of 
shares at the 

reporting 
year-end

Shares issued
Ordinary shares 154,973 — — 154,973

Total 154,373 — — 154,973

Treasury stock
Ordinary shares 279 5 — 283

Total 279 5 — 283

Note:  The five thousand share increase in treasury stock was due to the purchase 
of odd-lot shares..

2. Share warrants
This is not applicable.

3. Dividends

(1) Payment of dividends
This is not applicable.

(2)  Dividends for which the base date falls in the year ended 
March 31, 2014, and the initial date for the dividend  
payment falls in the following period

This is not applicable.

Notes to Consolidated Statements of Cash Flows

1.  Reconciliation of amounts reported in the balance sheets 
to cash and cash equivalents as of March 31, 2014

Cash and deposits: ¥6,630 million

Time deposits with a maturity over three months: ¥   (82) million

Investment securities with a maturity within three months: ¥   30 million

Cash and Cash equivalents: ¥6,579 million

*2.  Main breakdown of assets and liabilities of companies 
that are no longer consolidated subsidiaries due to the 
sale of their shares in the fiscal year ended March 31, 
2014

The following is a breakdown of the assets and liabilities of Nas Toa 

Welding Technologies at the time it sold off its shares and thus was no 

longer a consolidated subsidiary, as well as the cash value of its shares 

and the proceeds from sale.

Current assets ¥1,363 million

Fixed assets 796 

Current liabilities (916)

Long-term liabilities (407)

Gain on sale of shares  332 

Cash value of shares 1,167

Cash and cash equivalents (50)

Balance: Proceeds from sale 1,118

Notes to Lease Transactions

Finance lease transactions (Lessee)

Lease transactions that do not transfer ownership of the 
leased property
Nature of lease assets
a.  Tangible fixed assets 

Machinery and equipment, vehicles, tools, furniture and fixtures

b.  Intangible fixed assets 

Software

Method of depreciation of lease assets
These are as shown in changes in accounting policies included in  

4. Accounting standard under “Basis for Preparing the Consolidated 

Financial Statements.”

 Finance lease transactions in which there is no transfer of ownership 

and for which contracts were concluded prior to April 1, 2008 will 

continue to be accounted for by a method corresponding to that used 

for ordinary operating lease contracts.
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(1)  Acquisition cost, accumulated depreciation and net leased 
property

(¥ million)

Acquisition  
cost

Accumulated 
depreciation 

Net leased 
property

(Tangible fixed assets)

Machinery, equipment,  
  and vehicles 996 895 71

Other tangible fixed assets 132 127 5

Total 1,098 1,022 76

Note:  Acquisition costs are calculated with interest expenses because of the low 
ratio of term-end unexpired leases to term-end tangible fixed assets.

(2) Term-end unexpired leases
(¥ million)

Within one year 57

Over one year 19

Total 76

Balance of allowance for impairment of leased property 20

Note:  Unexpired leases are calculated with interest expenses because of the low 
ratio of term-end unexpired leases to term-end tangible fixed assets.

(3) Lease payments and depreciation expense
Lease payments: ¥111 million

Depreciation expense: ¥111 million

Impairment loss (note) ¥ 20 million

Note:  Recorded as included in “Restructuring costs,” a part of Extraordinary Losses.

(4) Calculation of depreciation expense
Calculated by the straight-line method with lease periods used as use-

ful lives and with no residual value.

Financial Instruments

1. Financial instruments
(1)  Policies for financial instruments
The Group’s policy is to limit its fund management to short-term depos-

its, etc. and raise funds through bank borrowings. The Group also uses 

derivatives transactions to reduce the risk of losses from changes in the 

prices of assets and liabilities, changes in interest rates and exchange 

rates, and changes in markets.

(2)  Details and risks of financial instruments and the risk 
management system for financial instruments

Notes and accounts receivable, which are trade receivables, are exposed 

to the credit risk of customers. Although accounts receivable denomi-

nated in foreign currencies are exposed to the risk of exchange rate 

fluctuations, some of them are hedged using forward exchange contracts. 

With respect to credit risk, the business administration of each Group 

company works to reduce risk by regularly monitoring the status of major 

customers and managing the balance of receivables by credit class of 

customers and counterparty based on its credit management rules. 

 Securities and investment securities are primarily stocks in companies 

with which the Group has a business relationship and are exposed to the 

risk of market price fluctuations. To reduce the risk, the Group regularly 

checks the financial position of issuers (business partners) and market 

prices and continuously reviews the status of holdings, taking the market 

conditions and relationships with its business partners into account. 

 Most notes and accounts payable, which are trade payables, are due 

within one year. Of these, payables denominated in foreign currencies 

are exposed to the risk of exchange rate fluctuations, but some are 

hedged using forward exchange contracts. 

 Of borrowings, short-term debt is raised for working capital, while 

long-term debt, lease obligations related to financing leases and 

some accrued liabilities are raised mainly for capital investment. The 

repayment term is five years after the fiscal year end at longest. Some of 

them are exposed to interest rate risks but are hedged using derivatives 

transactions (interest rate swaps). 

 Derivatives transactions of the Group include forward exchange 

contracts to hedge the risk of exchange rate fluctuations of trade 

receivables and payables denominated in foreign currencies, interest 

rate swaps to hedge the fluctuation risk of interests paid to borrowings, 

and commodities derivatives transactions to hedge the risk of price 

fluctuations of commodities such as nickel. For the hedging method 

and hedged items, the hedging policy and the valuation method of 

hedge effectiveness of hedge accounting, please refer to “(12) Material 

hedge accounting transactions” of “4. Accounting standard” in the afore-

mentioned Basis for Preparing the Consolidated Financial Statements. 

 With respect to the credit risk related to derivatives transactions, 

we believe that the risk derived from the default of counterparties is 

minimal as we limit the counterparties to banks and general trading 

companies with high creditworthiness in Japan. The derivatives transac-

tions are executed and managed in accordance with management rules 

that set out transaction methods and authorities. At consolidated 

subsidiaries, derivatives transactions are executed and managed in 

almost the same manner as they are in the Company. 

 Although trade payables and borrowings are exposed to liquidity 

risk, the Group manages the risk in the way that a responsible division 

tries to maintain liquidity on hand by preparing and updating the cash 

planning on a timely basis based on reports from each division.

(3)  Supplementary explanation of matters relating to fair 
market values of financial instruments 

The fair market values of financial instruments include values based on 

market prices as well as values rationally calculated if a market price 

does not exist. As the calculation of fair market values includes variable 

factors, the fair market values may change if difference preconditions 

are used.

2. Fair market values of financial instruments
The book values on the consolidated balance sheet as of March 31, 

2014, fair market values, and differences are as shown below. Items 

for which a fair market value is deemed difficult to calculate are not 

included (see Note 2). 

(¥ million)

Book value  
on the 

consolidated 
balance sheet 

Fair market 
value Difference 

(1) Cash and deposits 6,630 6,630 —

(2)  Notes and accounts  
  receivable

20,661 20,661 —

(3)  Securities and investment  
  securities

3,272 3,272 —

Total assets 30,563 30,563 —

(1) Notes and accounts payable 18,491 18,491 —

(2) Short-term debt 32,923 32,923 —

(3) Long-term debt 28,911 28,885 (25)

Total liabilities 80,325 80,299 (25)

Derivatives transactions* (0) (0) —

(*)  Claims and liabilities arising from derivatives transactions are presented as net 
sums, and the liabilities (net) are presented in brackets ( ).

Notes: 1.  Calculation methods of fair market values of financial instruments 
and matters relating to securities and derivatives transactions
Assets
(1) Cash and deposits and (2) Notes and accounts receivable
As fair market values of these items approximate book values because 
they are settled in a short period of time, the books values are used as 
the fair market values. 
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(3) Securities and investment securities
For stocks, prices on exchanges are used as the fair market values. For 
bonds, prices on exchanges and prices presented by financial institu-
tions with which the Company has business are used as the fair market 
values. 

Liabilities
(1) Notes and accounts payable and (2) Short-term debt
As fair market values of these items approximate book values since they 
are settled in a short period of time, the books values are used as the 
fair market values.
(3) Long-term debt
Long-term debt includes current portion (due within one year)
For long-term debt with fixed interest rates, the value is calculated using 
the present value discounted by the interest rate assumed in the case 
that new borrowings were made based on the previous total principal 
and interest. For long-term debt with floating interest rates, value is 
based on book value, as the fair value is deemed to be close to book 
value, given that floating interest rates reflect short-term market interest 
rate movements and that the credit status of the Company has not 
changed significantly since transaction completion. 
 However, for some long-term debt with floating interest rates that 
is subject to special settlement for interest rate swaps, the value is 
calculated by discounting the sum of principal and interest in the swap 
transactions, using interest rates reasonably estimated in case that 
similar borrowings had been made.

Derivatives transactions
Please refer to “Derivatives transactions” in Notes to Consolidated 
Financial Statements.

2.  Financial instruments for which a fair market value is deemed 
difficult to figure out

Category Book value in consolidated balance sheet 

Unlisted stocks ¥752 million

As it is deemed extremely difficult to figure out the fair market values of 
these financial instruments, they are not included in “(3) Securities and 
investment securities.”

3.  Scheduled amounts of redemptions of monetary claims and securi-
ties with maturity after the consolidated fiscal year end

(¥ million)

Within one 
year 

Over one 
year and 

within five 
years 

Over five 
years and 
within 10 

years 
Over 10 

years

Cash and deposits 6,630 — — —

Notes and accounts receivable 20,655 6 — —

Securities and investment 

securities

Available-for-sale 

securities with maturity — — — —

Total 27,285 6 — —

Market Value of Available-for-Sale Securities
Term under review (as of March 31, 2014)

1. Available-for-sale securities

(¥ million)

Balance sheet 
accounts

 Acquisition 
cost

Unrealized 
gain (loss)

(The figure in the Balance Sheet is larger than acquisition cost)

Stock 2,433 1,428 1,005

Securities — — —

Sub-Total 2,433 1,428 1,005

(The figure in the Balance Sheet is not larger than the acquisition cost)

Stock 809 1,039 (230)

Securities 30 30 —

Sub-Total 839 1,069 (230)

Total 3,272 2,498 775

Note:  Unlisted stock (¥674 million posted in the consolidated balance sheet) has 
no market value, and because its fair market value is not readily determin-
able, it has not been included under “Other securities” in the above table.

2. Available-for-sale securities sold 

(¥ million)

Proceeds  
from sales

Gross realized 
gains 

Gross realized 
losses 

Stock 604 278 —

Securities — — —

Other — — —

Total 604 278 —

3. Devaluation of securities
Devaluations are recognized if the fair market value of each investment 

security at the end of the fiscal year decreases by at least 50% from 

the cost of acquisition. If the decrease is between 30% and 50%, 

devaluations are recognized at the amount deemed necessary, after 

consideration of the likelihood of the lost value being regained.

 During the fiscal year under review, there is no devaluation of 

securities.

Derivatives Transactions
Term under review (as of March 31, 2014)

1. Derivatives transactions not subject to hedge accounting
This is not applicable as the Group adopts hedge accounting for deriva-

tive transactions. 

2. Derivatives transactions subject to hedge accounting 
(1) Foreign-currency related

 
Hedge 

accounting 
method

 
 

Transaction 
type

 
 

Main hedged 
item

 
Contract 

value
(¥ million)

Contract 
value Over 
one year  

(¥ million)

 
Fair market 

value  
(¥ million)

Basic  
  method

Forward  
  exchange  
  trades

Sell

US$

Accounts  
  receivable

45 — (0)

Basic  
  method

Forward  
  exchange  
  trades

Buy

Euro

Accounts  
  payable  
  trade

147 — (0)

Recognition  
  of gains  
  and losses  
  on foreign  
  monetary  
  rights or  
  obligations  
  at a preset  
  price

Forward  
  exchange  
  trades

Sell

US$

Accounts  
  receivable

548 — Note 2

Total 741 — (0)

Notes:  
1  Fair value calculation method: Based on values displayed by counterparty 

financial institutions, etc.
2  Forward exchange trades subject to recognition of gains and losses on foreign 

monetary rights or obligations at a preset price are presented incorporating 
accounts receivable subject to hedging. For this reason, their fair value is 
included fair value of relevant accounts receivable. 
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(2) Interest rate-related

 
Hedge 

accounting 
method

 
 

Transaction 
type

 
 

Main hedged 
item

 
Contract 

value
(¥ million)

Contract 
value Over 
one year  

(¥ million)

 
Fair market 

value  
(¥ million)

Interest  
  rate swaps  
  subject  
  to special  
  treatment

Interest  
  rate swap  
  transaction

Floating rate  
  receivable/ 
  Fixed rate  
  payable

Long-term  
  debt

12,070 7,566 Note

Note:  Since interest rate swaps subject to special treatment and long-term debt, 
a hedged item, are accounted for as one unit, the market value of interest 
rate swaps subject to special treatment is presented inclusive of the market 
value of said long-term debt.

Retirement Benefits
Fiscal year ended March 31, 2014 (April 1, 2013 to March 31, 2014)

1. Outline of the current retirement benefits system
The Company and its consolidated subsidiaries have adopted unfunded 

defined benefit plans and defined contribution plans. 

 The lump-sum retirement benefit plan, as a retirement benefit, 

pays a lump sum based on compensation and length of service, but 

some consolidated subsidiaries have adopted the Smaller Enterprise 

Retirement Allowance Mutual Aid Plan. Overseas consolidated 

subsidiaries participate in the pension fund schemes designated by 

the governments of their respective countries. Further, consolidated 

subsidiaries have adopted a simplified method for calculating net 

defined benefit liabilities and retirement benefit expenses. 

 An additional retirement allowance may be paid to certain employ-

ees under early retirement schemes upon their retirement.  

2. Defined benefit plans
(1)  Reconciliation of retirement benefit obligations at the 

beginning and end of period (excluding plans that have 
adopted the simplified method)

Retirement benefit obligations  

  at the beginning of period ¥8,134 million
Service cost 336
Interest cost 133
Actuarial differences 45
Retirement benefits paid (369)
Other* (1,498)
Retirement benefit obligations at the end of period 6,781

(2)  Reconciliation of net defined benefit liabilities of plans 
that have adopted the simplified method at the beginning 
and end of period

Net defined benefit liabilities at the beginning of period  ¥1,084 million
Retirement benefit expenses (62)
Retirement benefits paid (186)
Deconsolidation (295)
Other* 1,498

Net defined benefit liabilities at the end of period 2,039

* ”Other” refers to the amount of transfer when some consolidated subsidiaries 
changed from the principle method to the simplified method for calculating 
retirement benefit obligations, in the fiscal year ended March 31, 2014.

(3)  Reconciliation of retirement benefit obligations and pen-
sion assets at the end of period and net defined benefit 
liabilities and net defined benefit assets recorded in the 
consolidated balance sheets

Retirement benefit obligations of funded plans ¥   — million
Pension assets —
Retirement benefit obligations of unfunded plans 8,820
Net assets and liabilities recorded  
  in the consolidated balance sheets 8,820

Net defined benefit liabilities 8,820
Net defined benefit assets —
Net assets and liabilities recorded  
  in the consolidated balance sheets 8,820

Note: Includes plans that have adopted a simplified method.

(4) Retirement benefit expenses and their breakdown
Service cost ¥336 million
Interest cost 133
Amortization of actuarial differences 45
Retirement benefit expenses calculated  
  by the simplified method (62)
Other 5
Retirement benefit expenses for defined benefit plans 458

(5) Basis for actuarial calculations
Basis for major actuarial calculations at March 31, 2014
Discount rate 2.0%
Long-term expected rate of return —%

3. Defined contribution plans
Required contributions to defined contribution plans of consolidated 

subsidiaries amounted to ¥15 million.

Stock Options
This is not applicable.

Tax-Effect Accounting

1.  Significant components of deferred tax assets and 
deferred tax liabilities

(¥ million)

Deferred tax assets:
Reserve for employees’ bonuses 224
Reserve for retirement allowances —
Net defined benefit liabilities 3,143
Denial of valuation loss on tangible fixed assets —
Loss on impairment of fixed assets 2,061
Difference on land revaluation 88
Denial of valuation loss on inventories 138
Denial of valuation loss on marketable securities 1,417
Unrealized gain/loss included in fixed assets 246
Excess amount of provision for doubtful accounts 208
Tax loss carried forward 17,135
Others 359

Sub-Total 25,019
Valuation allowance (24,440)
Total deferred tax assets 579

Deferred tax liabilities:
Difference on land revaluation (1,029)
Difference on revaluation of land  
  belonging to spun-off companies (8,534)
Difference on valuation of other securities (79)
Others (383)

Total deferred tax liabilities (10,024)
Net deferred tax liabilities (9,445)

Note:  Net deferred tax assets (liabilities) for the term under review were in the 
following accounting titles in Balance Sheets.
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(¥ million)

Current assets: Deferred tax assets 264
Fixed assets: Deferred tax assets 142
Long-term liabilities: Deferred tax liabilities 8,823
Long-term liabilities: Deferred tax liabilities on land revaluation 1,029

2.  Where there is a major difference between the statutory 
effective tax rate and the corporation tax rate, after the 
introduction of tax effect accounting, a breakdown by 
major item causing the said difference

Statutory effective tax rate 38.0%
(Adjustments) 
Items that are permanently  
  non-deductible such as entertainment 9.9
Items that are permanently  
  non-taxable such as dividend income (5.0)
Inhabitant tax on per capita basis 5.2
Increase or decrease in the amount of valuation reserve (21.8)
Year-end carryover due to changes  
  in tax rate write-down of tax assets 2.2
Other  1.7
Corporate tax rate after tax effect accounting 30.1

3.  Revisions to amounts of deferred tax assets and deferred 
tax liabilities due to change in rate of income taxes

The “Act for Partial Revision of the Income Tax Act, etc.” (2014, Law 

No. 10) was announced on March 31, 2014, and from the consolidated 

fiscal year beginning on April 1, 2014, the Company is not subject to a 

special tax for reconstruction. Accordingly, the statutory effective tax 

rate, which is used to calculate deferred tax assets and deferred tax 

liabilities, will be reduced from 38.0% to 35.6% for temporary differences 

that are expected to be eliminated during the consolidated fiscal year 

beginning on April 1, 2014.

 As a result of this change in tax rate, the amount (which excludes 

deferred tax liabilities) of deferred tax assets decreased ¥15 million and 

income tax adjustment increased by the same amount.

Asset Retirement Obligations
Notes regarding asset retirement obligations have been omitted here 

since their totals are negligible.

Segment Information
Omitted since the Group’s stainless steel plate and processed goods 

business form a single segment.

Related information

1. Information about product and service categories
Omitted here since sales to external customers by single product and 

service category account for more than 90% of revenues from operations 

recorded in the consolidated income statements.

2. Information by region
(1) Sales

(¥ million)

Japan China Other Total

89,271 11,442 19,190 119,903

(Note) Sales are based on location of customer.

(2) Tangible fixed assets
Since over 90% of the total value of tangible fixed assets in the consoli-

dated balance sheets relates to tangible fixed assets located in Japan, 

breakdown by region is omitted.

3. Important information about customers
No single external customer accounts for more than 10% of the rev-

enues from operations reported in the consolidated income statements.

Information regarding impairment losses on fixed assets, by reportable 

segment
Omitted since the Group’s stainless steel plate and processed goods 

business form a single segment. Impairment losses recorded during the 

fiscal year under review (consolidated basis) totaled ¥10 million.

Information regarding amortization of goodwill and the balance of 

unamortized goodwill, by reportable segment
Omitted since the Group’s stainless steel plate and processed 

goods business form a single segment. The total amount of goodwill 

amortized was ¥14 million, and the outstanding balance of unamortized 

goodwill stands at ¥23 million. 

 Included are the amount of negative goodwill amortized during the 

fiscal year under review arising from business combinations carried out 

before April 1, 2010, totaling ¥1 million, and the outstanding balance of 

unamortized goodwill, totaling ¥0 million. 

Information regarding gains from negative goodwill, by reportable 

segment
Omitted since the Group’s stainless steel plate and processed goods 

business form a single segment.

Related-Party Transactions
This is not applicable. 

Per Share Information
(¥)

Net assets per share 200.15
Net income per share 3.10

Diluted earnings per share for the fiscal year ended March 31, 2014 has 
not been reported because there were no dilutive shares.

Note: Basis for calculating net income per share is as follows: 

Term under review  
ended March 31, 2014

(Earnings per share)
Net income for the term (¥ million) 480

Amounts not available to distribution to 
  common shareholders (¥ million) —

Net income applicable to ordinary shares  
  (¥ million) 480

Average numbers of ordinary  
  shares during the term (in thousands) 154,692

Subsequent Event
This is not applicable. 
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Corporate Data

Established in
August 1925

Main Lines of Business
Production & Sale of:
–  Ferro Nickel
–   Stainless steel: plate, strip, bar, 

and forged steel
–   Specialty steel: structural alloy, 

alloys for electronic materials, 
and others

–   Processed stainless steel 
product: NAS coat (for roofs), 
checker plate, angle, flat bar, 
and other processed product

Head Office
Sanei Bldg.,
5-8, Kyobashi 1-chome, Chuo-ku, 
Tokyo, Japan
Phone: +81-(0)3-3272-1511
Facsimile: +81-(0)3-3272-1800

Branches
Tokyo, Osaka, Nagoya, Kyushu, 
Hiroshima, Niigata

Manufacturing Base
Kawasaki Plant
Oheyama Plant

Nippon Yakin Asia Pte. Ltd. 
10 Anson Road, #31-09 
International Plaza, Singapore
Phone: +65-6226-2376
Facsimile: +65-6226-3426

Nippon Yakin Shanghai Co., Ltd.
Rm.1018, Shanghai International 
Trade Centre, 2201 Yan An Road 
(W.), Shanghai, China
Phone: +86-21-5239-2670
Facsimile: +86-21-5239-2679

Nippon Yakin Europe Limited.
72 Hammersmith Road, London, 
W14 8TH, United Kingdom
Phone: +44-20-7858-0948
Facsimile: +44-870-112-8983
E-mail: nyklondon@yakin.co.uk

Nippon Yakin America, Inc. 
5600 N River Road Suite 800, 
Rosemont, Illinois 60018, U.S.A.
Phone: +1-847-685-6644
Facsimile: +1-847-292-4404
E-mail: nya@yakin-america.com

Customers

Products

Stainless steel sheets and plates, and processed products

22 Companies (Including the parent company)

NAS TOA CO., LTD.
NAS STAINLESS STEEL STRIP MFG CO., LTD. 
NAS TRADING CO., LTD.
Clean Metals Co., Ltd.
NAS CREATE CO., LTD.

NAS ENGINEERING CO., LTD.
NAS TEC CO., LTD.
Miyazu Kairiku Unnyu Co., Ltd.
NAS TOA (THAILAND) CO., LTD.

(Equity-method subsidiaries)
Ten other unconsolidated subsidiaries

(Affiliated companies to which the  
equity method is not applied)
Two affiliated companies

Nippon Yakin Kogyo Co., Ltd.

Purchase and sale of raw materials and finished products Consignment of processing

Subsidiaries and Affiliates 

Corporate Directory

Nippon Yakin Kogyo Co., Ltd. and its consolidated subsidiaries

(Consolidated subsidiaries)
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