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Trusco Nakayama Corporation 

Non-Consolidated Balance Sheets 
September 30, 1997 and 1996 

   Thousands of 
 Thousands  U.S. Dollars 
 of Yen  (Note 1) 
ASSETS 1997  1996  1997 
 
CURRENT ASSETS:         

Cash and cash equivalents  ¥  9,262,497  ¥  9,604,878   $ 76,486  
Marketable securities (Note 3)  2,438,289   1,809,926    20,135  
Notes receivable - trade (Note 9)  28,874,443   27,625,833    238,435  
Accounts receivable - trade (Note 9)  13,471,957   12,332,825    111,247  
Inventories (Note 4)   8,895,937   7,965,893    73,459  
Other current assets   867,556   618,509    7,164  
Allowance for doubtful accounts  (419,454 )  (395,413 )    (3,464)  

         
Total current assets   63,391,224   59,562,451    523,462  

         
PROPERTY, PLANT AND EQUIPMENT:         

Land  7,435,010   6,861,856    61,396  
Buildings   9,648,838   9,180,897    79,677  
Machinery and equipment  3,068,615   2,933,954    25,340  
Construction in progress  48,004   122,838    395  

Total  20,200,466   19,099,545    166,808  
Accumulated depreciation  (5,779,982 )  (5,214,033 )    (47,729)  

         
Net property, plant and equipment  14,420,479   13,885,512    119,079  

         
OTHER ASSETS:         

Investments in subsidiary and affiliate (Note 9)  167,195   167,195    1,381  
Investment securities (Note 3)  1,751,865   965,590    14,466  
Long-term receivables  231,174   255,894    1,909  
Insurance premiums   393,390   356,677    3,248  
Security deposits   411,612   407,519    3,399  
Other (principally prepaid expenses)  960,339   1,000,804    7,930  
Allowance for doubtful accounts  (231,190 )  (256,153 )    (1,909)  

         
Total other assets   3,684,384   2,897,526    30,424  

         
TOTAL ¥  81,496,087  ¥  76,345,489   $ 672,965  

 
 
See notes to non-consolidated financial statements. 
 
 
 
 
 
 
 
 
 
 
 

   Thousands of
 Thousands  U.S. Dollars 
 of Yen  (Note 1) 
LIABILITIES AND SHAREHOLDERS’ EQUITY 1997  1996  1997 
 
CURRENT LIABILITIES:         

Notes payable - trade (Note 9) ¥  21,435,051  ¥  20,237,965   $ 177,003  
Accounts payable - trade (Note 9)  9,545,058   8,725,697    78,820  
Other payables  799,487   476,904    6,602  
Income taxes payable  2,137,191   2,000,134    17,648  
Accrued expenses  1,067,960   901,796    8,819  
Other current liabilities  72,957   92,811    602  

         
Total current liabilities  35,057,704   32,435,307    289,494  

         
LONG-TERM LIABILITIES:         

Long-term debt (Note 5)  425,000   425,000    3,509  
Retirement benefits for directors and corporate 

auditors (Note 6) 
 
 1,238,390 

  
 1,216,720 

   
 10,226

  

Other  44,526   32,729    368  
         

Total long-term liabilities  1,707,916   1,674,449    14,103  
         
CONTINGENT LIABILITIES (Note 10)         
         
SHAREHOLDERS’ EQUITY (Notes 7 and 11):         

Common stock, ¥50 par value - authorized, 
60,190,000 shares; issued and outstanding,  
36,004,372 shares in 1997 and 32,731,248 
shares in 1996 

 
 
 
 5,022,372 

  
 
 
 5,022,372 

   
 
 
 41,473

  

Additional paid-in capital  4,709,934   4,709,934    38,893  
Legal reserve  1,255,593   1,114,598    10,368  
Retained earnings  33,742,568   31,388,829    278,634  

         
Total shareholders’ equity  44,730,467   42,235,733    369,368  

         
         
TOTAL ¥  81,496,087  ¥  76,345,489   $ 672,965  
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Trusco Nakayama Corporation 

Non-Consolidated Statements of Income 
Years Ended September 30, 1997 and 1996 

   Thousands of  
 Thousands  U.S. Dollars  
 of Yen  (Note 1)  
 1997  1996  1997  
 
NET SALES (Note 9) ¥  107,071,935  ¥  98,258,409   $ 884,161  
         
COST OF GOODS SOLD (Note 9)  88,288,598   81,022,333    729,055  
         
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES  

 11,798,030 
  

 11,300,211 
   

 97,424
  

         
OPERATING INCOME  6,985,307   5,935,865    57,682  
         
OTHER INCOME (EXPENSES):         

Interest and dividends  149,647   96,555    1,236  
Interest expense  (1,991 )  (830 )    (16)  
Losses on sales and disposal of property, 

plant and equipment 
 
 (146,605 

 
) 

 
 (18,185 

 
) 

  
 (1,211

 
) 

 

Loss on devaluation of marketable and investment 
securities 

 
 (96,172 

 
) 

 
 (4,295 

 
) 

  
 (794

 
) 

 

Bond issue costs     (60,654 )      
Other income - net  60,782   65,243    501  

         
Total other income (expenses)  (34,339 )  77,834    (284)  

         
INCOME BEFORE INCOME TAXES  6,950,969   6,013,699    57,398  
         
INCOME TAXES (Note 8)  3,857,315   3,358,846    31,852  
         
NET INCOME ¥  3,093,654  ¥  2,654,853   $ 25,546  

 
 
 Yen   U.S. Dollars  

 
AMOUNTS PER SHARE (Notes 2 and 11):     

Net income ¥85.92 ¥73.74 $0.71  
Cash dividends applicable to the year ¥16.5 ¥16.5 $0.14  

 
 
See notes to non-consolidated financial statements. 
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Trusco Nakayama Corporation 

Non-Consolidated Statements of Shareholders' Equity 
Years Ended September 30, 1997 and 1996 

   Thousands of Yen  
 Shares  

Issued and 
Outstanding 

 
Common 

Stock 

Additional 
Paid-in 
Capital 

 
Legal 

Reserve 

 
Retained 
Earnings 

                                                             
BALANCE, OCTOBER 1, 1995  27,276,040  ¥  5,022,372  ¥  4,709,934  ¥  886,050  ¥  29,437,340 
               

Net income              2,654,853 
Cash dividends, ¥15 per share              (450,050) 
Bonuses to directors and corporate auditors               

 (24,766
 
) 

Transfer to legal reserve           228,548   (228,548) 
Stock split (Note 7)  5,455,208             

               
BALANCE, SEPTEMBER 30, 1996  32,731,248   5,022,372   4,709,934   1,114,598   31,388,829 
               

Net income              3,093,654 
Cash dividends, ¥16.5 per share              (564,610) 
Bonuses to directors and corporate auditors               

 (34,310
 
) 

Transfer to legal reserve           140,995   (140,995) 
Stock split (Note 7)  3,273,124             

               
BALANCE, SEPTEMBER 30, 1997  36,004,372  ¥  5,022,372  ¥  4,709,934  ¥  1,255,593  ¥  33,742,568 

 
 
   Thousands of U.S. Dollars (Note 1)  
   

Common 
Stock 

Additional 
Paid-in 
Capital 

 
Legal 

Reserve 

 
Retained 
Earnings 

                
BALANCE, SEPTEMBER 30, 1996     $ 41,473  $ 38,893  $ 9,204  $ 259,197 
            

 
    

Net income               25,546 
Cash dividends, $0.14 per share               (4,662) 
Bonuses to directors and corporate auditors                

 (283
 
) 

Transfer to legal reserve            1,164   (1,164) 
                
BALANCE, SEPTEMBER 30, 1997     $ 41,473  $ 38,893  $ 10,368  $ 278,634 

 
 
See notes to non-consolidated financial statements. 
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Trusco Nakayama Corporation 

Non-Consolidated Statements of Cash Flows  
Years Ended September 30, 1997 and 1996 

  Thousands of  
 Thousands  U.S. Dollars  
 of Yen  (Note 1)  
 1997  1996  1997 
 

OPERATING ACTIVITIES:         
Net income ¥  3,093,654 ¥  2,654,853   $ 25,546  
Adjustments to reconcile net income to cash provided by operating activities:         

Depreciation and amortization  815,333  855,514    6,733  
Provisions for doubtful accounts  125,065  69,767    1,033  
Losses on sales and disposal of property, plant and equipment  146,605  18,185    1,211  
Provision for retirement benefits  21,670  81,360    179  
Loss (gain) from sales of marketable and investment securities  (18,744)  (7,073 )    (155)  
Loss on devaluation of marketable and investment securities  96,172  4,295    794  
Other - net  (34,310)  (24,766 )    (283)  
Changes in assets and liabilities:         

Increase in notes and accounts receivable  (2,387,742)  (492,039 )    (19,717)  
Increase in inventories  (930,043)  (132,571 )    (7,680)  
Increase in other current assets   (249,047)  (450,979 )    (2,057)  
Increase (decrease) in notes and accounts payable  2,016,447  (2,461,909 )    16,651  
Increase in income taxes payable  137,057  573,634    1,132  
Increase in accrued expenses  166,164  171,273    1,372  
Increase (decrease) in other payables and other current liabilities  285,202  (171,516 )   2,355  
Other - net  11,797  16,103    97  

         
Total adjustments  201,626  (1,950,722 )    1,665  
         
Net cash provided by operating activities  3,295,280  704,131    27,211  

         
INVESTING ACTIVITIES:         

Purchases of property, plant and equipment  (1,955,251)  (1,208,509 )    (16,146)  
Purchases of marketable and investment securities  (5,464,047)  (4,122,898 )    (45,120)  
Proceeds from sales of property, plant and equipment  507,545  11,341    4,191  
Proceeds from sales of marketable and investment securities  3,971,981  2,555,684    32,799  
Increase in security deposits   (4,093)  (7,016 )    (34)  
Increase in other assets   (129,185)  (722,082 )    (1,066)  

         
Net cash used in investing activities  (3,073,050)  (3,493,480)    (25,376)  

         
FINANCING ACTIVITIES:         

Issuance of bond including warrant portion    467,500      
Dividends paid  (564,610)  (450,050 )    (4,662)  

         
Net cash provided by (used in) financing activities  (564,610)  17,450    (4,662)  

         
NET DECREASE IN CASH AND CASH EQUIVALENTS  (342,381)  (2,771,899 )    (2,827)  
         
CASH AND CASH EQUIVA LENTS, BEGINNING OF YEAR  9,604,878  12,376,777    79,313  
         
CASH AND CASH EQUIVA LENTS, END OF YEAR ¥  9,262,497 ¥  9,604,878   $ 76,486  

 

(Continued) 
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Trusco Nakayama Corporation 

Non-Consolidated Statements of Cash Flows  
Years Ended September 30, 1997 and 1996 

   Thousands of  
 Thousands  U.S. Dollars  
 of Yen  (Note 1)  
 1997  1996  1997   
 
ADDITIONAL CASH FLOW INFORMATION:         

Interest paid  ¥2,075  ¥359   $17  
Income taxes paid  ¥3,753,919  ¥2,819,534   $30,999  

 
 
See notes to non-consolidated financial statements. 
 
 

 

(Concluded) 
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Trusco Nakayama Corporation 

Notes to Non-Consolidated Financial Statements 
Years Ended September 30, 1997 and 1996 

  1. BASIS OF PRESENTING NON-CONSOLIDATED FINANCIAL STATEMENTS 

The accompanying non-consolidated financial statements have been prepared from the accounts maintained 
by Trusco Nakayama Corporation (the "Company") in accordance with the provisions set forth in the 
Japanese Commercial Code (the "Code") and in conformity with accounting principles generally accepted in 
Japan.  The non-consolidated statements of cash flows are not required as a part of the basic financial 
statements in Japan but are presented herein as additional information. 

In preparing these financial statements, certain reclassifications and rearrangements have been made to the 
Company's financial statements issued domestically in order to present them in a form which is more familiar to 
readers outside Japan.  In addition, the notes to the non-consolidated financial statements include information 
which is not required under accounting principles generally accepted in Japan but is presented herein as 
additional information. 

The financial statements are stated in Japanese yen, the currency of the country in which the Company is 
incorporated and operates.  The translations of Japanese yen amounts into U.S. dollar amounts are included 
solely for the convenience of readers outside Japan and have been made at the rate of ¥121.1 to $1, the 
approximate rate of exchange at September 30, 1997.  Such translations should not be construed as 
representations that the Japanese yen amounts could be converted into U.S. dollars at that or any other rate. 

  2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Non-Consolidation - The financial statements do not include the accounts of a subsidiary.  Investments in 
the subsidiary and an affiliated company (20% - 50% ownership) are stated at cost. 

Consolidation of the Company's subsidiary would not significantly change the total assets, net sales, or net 
income reported in the accompanying non-consolidated financial statements. 

Reclassifications - Certain reclassification have been made to the 1996 financial statements to conform to the 
classifications used in 1997. 

Cash and Cash Equivalents - For purposes of the statements of cash flows, the Company considers all time 
deposits to be cash equivalents.  Time deposits have maturities of one year or less and are withdrawable on 
demand with no diminution of principal. 

Marketable and Investment Securities - Current and non-current marketable securities are stated at the lower 
of cost or market.  Other investments are stated at cost.  Cost is determined by the moving average method. 

Inventories - Merchandise, finished products, work in process, raw materials and most supplies are stated at 
cost determined by the moving average method.  Certain supplies are stated at cost determined by the most 
recent purchase price method. 

Property, Plant and Equipment - Property, plant and equipment are stated at cost.  Depreciation is computed 
by the declining-balance method at rates based on the useful lives of the assets as stipulated by the Japanese 
Corporation Tax Law. 

 

Retirement and Pension Plans - The Company has a funded pension plan which covers all employees' 
retirement benefits.  The funds for the pension plan are entrusted to an outside trustee.  Contributions to the 
fund are charged to income on the basis of an actuarial method and include prior service costs amortized over 
five years. 
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Retirement benefits to directors and corporate auditors are provided at the amount which would be required if 
they retired at the balance sheet date. 

Stock and Bond Issue Costs - Stock and bond issue costs are charged to income as incurred. 

Income Taxes - Income taxes are provided for amounts currently payable for each year.  Deferred income taxes 
are not provided for temporary differences in recognizing certain income and expense items for financial and 
tax reporting purposes. 

Appropriations of Retained Earnings - Appropriations of retained earnings at each year end are reflected in 
the financial statements in the following year after shareholders' approval has been obtained. 

Per Share Information - The computation of net income per share is based on the weighted average number 
of shares of common stock outstanding during each year, retroactively adjusted for stock splits.  The average 
number of common shares used in the computation was 36,004,372 shares for 1997 and 1996. 

Diluted net income per share is not disclosed because it is anti-dilutive. 

Cash dividends per share presented in the accompanying non-consolidated statements of income are 
dividends applicable to the respective years including dividends to be paid after the end of the year. 

  3. MARKETABLE AND INVESTMENT SECURITIES 

Marketable securities at September 30, 1997 and 1996 consisted of the following: 

 Thousands  Thousands of  
 of Yen  U.S. Dollars  
 1997   1996   1997   

 
Marketable equity securities ¥  42,584  ¥  43,855   $ 352  
Debt securities  514,368   23,499    4,248  
Investment fund  1,881,337   1,742,572    15,535  
           
Total ¥  2,438,289  ¥  1,809,926   $ 20,135  

 
The aggregate carrying value of marketable securities approximated fair value at September 30, 1997 and 1996. 

Investment securities mainly consisted of marketable debt and equity securities.  The carrying amount and the 
aggregate market values of investment securities at September 30, 1997 and 1996 were as follows: 

 Thousands  Thousands of  
 of Yen  U.S. Dollars  
 1997   1996   1997   

 
Carrying amount ¥  1,751,865  ¥  965,590   $ 14,466  
Aggregate market value  1,819,667   1,331,357    15,026  
           
Unrealized gain ¥  67,802  ¥  365,767   $ 560  
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  4. INVENTORIES 

Inventories at September 30, 1997 and 1996 consisted of the following: 

 Thousands  Thousands of  
 of Yen  U.S. Dollars  
 1997   1996   1997   

 
Merchandise ¥  8,544,358  ¥  7,613,029   $ 70,556  
Finished products  300,744   297,575    2,483  
Work in process  15,524   19,270    128  
Raw materials and supplies  35,311   36,019    292  
           
Total ¥  8,895,937  ¥  7,965,893   $ 73,459  

 
  5. LONG-TERM DEBT 

Long-term debt at September 30, 1997 and 1996 represents ¥425 million ($3,509 thousand) unsecured 0.4% 
bonds with detachable warrants due in June, 2000. 

Each warrant entitles the holder to subscribe ¥1 million ($8,258) for shares of common stock of the Company 
at ¥2,758.2 ($22.80) per share. 

Upon issuance of the bonds, the Company purchased all of the warrants and distributed them to the directors, 
corporate auditors and certain employees of the Company as a part of their remuneration.  At September 30, 
1997, 425 warrants were outstanding and will expire on June 26, 2000. 

  6. RETIREMENT AND PENSION PLANS 

Under the pension plan, employees are in most circumstances entitled to pension payments by reference to 
basic rates of pay at the time of termination, period of service and certain other factors.  At November 30, 1996, 
the most recent date of available information, the net assets of the fund available for pension payments 
amounted to ¥1,228,838 thousand  
($10,147 thousand). 

Directors and corporate auditors are not covered by the above plan.  The liability for directors' and corporate 
auditors' retirement benefits is calculated in accordance with the Company's internal regulations, and stated at 
the estimated amount which would be required if all directors and corporate auditors had retired at each 
balance sheet date.  Such benefits are paid subject to approval of the shareholders.   

Total charges to income for the retirement and pension plans were ¥266,558 thousand  
($2,201 thousand) and ¥215,975 thousand for the years ended September 30, 1997 and 1996, respectively. 

  7. SHAREHOLDERS' EQUITY 

The Code requires at least 50% of the issue price of new shares, with a minimum of the par value thereof, to be 
designated as stated capital as determined by resolution of the Board of Directors.  Proceeds in excess of 
amounts designated as stated capital are credited to additional paid-in capital. 

Under the Code, the Company may issue new common shares to existing shareholders without consideration 
as a stock split pursuant to resolution of the Board of Directors.  The Company may make such a stock split to 
the extent the aggregate par value of the shares outstanding after the stock split does not exceed the stated 
capital.  However, the amount calculated by dividing the total amount of shareholders' equity by the number 
of outstanding shares after the stock split shall not be less than ¥50. 

The Code also requires the Company to appropriate from retained earnings to a legal reserve an amount equal 
to at least 10% of all cash payments made as an appropriation of retained earnings until such reserve equals 
25% of stated capital.  This reserve is not available for dividends but may be used to reduce a deficit by 
resolution of the shareholders. 
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Dividends are approved by shareholders at a meeting held subsequent to the fiscal year to which the 
dividends are applicable.  Semiannual interim dividends may also be paid upon resolution of the Board of 
Directors, subject to certain limitations imposed by the Code. 

  8. INCOME TAXES 

The Company is subject to a number of taxes based on income which, in the aggregate, resulted in an 
aggregate normal statutory effective tax rate of 52% for 1997 and 1996.  The effective tax rates in the 
accompanying non-consolidated statements of income differed from the normal statutory rate due to 
temporary differences between tax and financial reporting and certain expenses that are permanently non-
deductible for tax purposes. 

  9. RELATED PARTY TRANSACTIONS 

The Company has the following subsidiary and affiliate companies: 

 Percentage of Ownership 
 1997  1996 

 
Toyo Steel Corporation 53   %  53   % 
Union Steel Corporation 40.5 %  40.5% 

 
Balances and transactions with these related parties were as follows: 

 Thousands of Yen  
 Toyo Steel 

Corporation 
 Union Steel 

Corporation 
 

 1997  1996  1997  1996  
 

Receivables:         
Notes Nil Nil ¥  14,817 ¥  4,296 
Accounts  ¥  2,769 ¥  43  7,234  2,769 

Total ¥  2,769 ¥  43 ¥  22,051 ¥  7,065 

         
Payables:         

Notes ¥  109,886 ¥  94,814 ¥  117,424 ¥  89,369 
Accounts   46,595  43,554  87,516  73,311 

Total ¥  156,481 ¥  138,368 ¥  204,940 ¥  162,680 

         
Sales ¥  8,166 ¥  4,956 ¥  41,016 ¥  27,396 

         
Purchases ¥  504,824 ¥  482,616 ¥  770,519 ¥  638,312 
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 Thousands of U.S. Dollars  
 1997  
 Toyo Steel 

Corporation 
 Union Steel 

Corporation 
 

 

Receivables:      
Notes Nil $ 122 
Accounts  $ 23  60 

Total $ 23 $ 182 

     
Payables:      

Notes $ 907 $ 969 
Accounts   385  723 

Total $ 1,292 $ 1,692 

     
Sales $ 67 $ 339 

     
Purchases $ 4,169 $ 6,363 

 
10. CONTINGENCIES 

At September 30, 1997, contingent liabilities for notes endorsed with recourse, in the ordinary course of 
business, totaled ¥14,399 thousand ($119 thousand). 

11. SUBSEQUENT EVENTS 

Appropriations of Retained Earnings - The following appropriations of retained earnings at September 30, 
1997 were approved at the shareholders meeting held on December 19, 1997: 

 Thousands Thousands of  
 of Yen  U.S. Dollars  

 

Cash dividends ¥9 ($0.07) per share  ¥  324,039    $ 2,676  
Bonuses to directors and corporate auditors    38,847     321  

 

* * * * * * 


