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F I N A N C I A L  H I G H L I G H T S

Years ended March 31 (Yen in millions, except per share figures and U.S. dollars in thousands (Note))

2001 2000 1999 1998 1997 2001

Net Premiums Written ¥ 376,731 ¥ 382,814 ¥ 392,081 ¥ 408,770 ¥ 408,757 $ 3,040,605

Ordinary Profit 15,927 20,976 24,184 20,336 21,256 128,547

Net Income 10,243 9,680 9,314 9,825 9,512 82,672

Total Shareholders’ Equity 536,174 220,990 193,011 187,135 180,760 4,327,474

Total Assets 2,174,485 1,828,527 1,760,092 1,732,917 1,707,004 17,550,323

Shareholders’ Equity per Share ¥ 1,203.69 ¥ 496.11 ¥ 429.44 ¥ 416.37 ¥ 402.18 $ 9.72

Net Income per Share—primary 22.99 21.61 20.72 21.86 21.30 0.19

Net Income per Share—diluted 21.93 20.59 19.73 20.77 20.25 0.18

Loss Ratio 59.52% 59.13% 56.34% 52.64% 51.91%

Expense Ratio 37.58% 38.73% 39.34% 39.19% 39.37%

Note: U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥123.9=US$1.00, the approximate rate
prevailing on March 31, 2001.
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GENERAL REVIEW

In the fiscal year ended March 31, 2001, the Japanese

economy showed some signs of moving toward a self-

sustained recovery against a backdrop of renewed private-sector

demand, notably from capital investment. However, con-

sumer spending remained sluggish as improvements in the

environment for employment and income proved slower to

materialize. In addition, exports declined from the negative

effects of a slowdown in the U.S. economy in the second half

of the fiscal year under review. On the whole, the economy

appeared to go through an adjustment phase in preparation

for future activity.

In the insurance industry, non-life insurers moved to con-

solidate their operations as a way of boosting profitability and

competitiveness in the more intensely competitive environ-

ment created by deregulation. At the same time, we saw an

acceleration of tie-ups and operational mergers between

non-life and life insurance companies, as industry participants

worked to create a new business model focused on providing

total insurance products and services that transcend the busi-

ness categories of non-life and life insurance.

BUSINESS PERFORMANCE

Amid these conditions, led by efforts in its Fiscal 2001

Management Plan, Nichido Fire and Marine worked ag-

gressively in its businesses to respond swiftly to a dramatically

changing operating environment.

Major initiatives in the term under review were as follows:

First and foremost, in a move that we believe will lead to

increased growth and earnings in both our non-life and life

insurance businesses, we have agreed to form Millea Insur-

ance Group with Asahi Mutual Life Insurance Co. (“Asahi

Life”), The Kyoei Mutual Fire & Marine Insurance Co.

(“Kyoei Fire”), and The Tokio Marine and Fire Insurance

Co., Ltd. (“Tokio Marine”) and to pursue the integration of

non-life and life insurance businesses under a holding com-

pany structure. In April 2002, the management of Nichido

Fire and Marine and Tokio Marine will together establish a

holding company under which the management of the two

companies will be integrated. Asahi Life and Kyoei Fire are

aiming to join the holding company structure as soon as pos-

sible, with a final goal of 2004.

In products and services, we worked to develop and market

new products that respond more closely to customer needs,

guided by the concept “customer friendly insurance for acci-

dents.” One example is our new automobile insurance Shimpai

Gomuyo, which provides policy holders with a more complete

scope of indemnity and the highest level of customer service in

the industry. Another is Yume Smile, a new savings-type

personal accident insurance solely for women. In addition, we

worked to provide new services that create added convenience

for our customers, including a tax and legal consulting service

that our customers can use over the Internet and a care man-

agement service (related to public nursing insurance) provided

through a tie-up with nursing service providers.

In our marketing system, we continued to make progress

consolidating and closing marketing bases to create larger,

more efficient outlets, which we believe will contribute to in-

creased profitability. At the same time, we worked to raise

management efficiency and bolster the management structure

to respond better to emerging conditions. Examples of our

efforts included the launch of overseas travel accident insur-

ance for which customers can make contracts over the

Internet with help from agencies, and the installation of spe-

cialty booths at our call centers in preparation for the opening

of insurance sales by banks in April 2001.

In damage claim investigation, the Company worked to re-

alize faster, more efficient investigation activities and height-

ened customer service with the start of a new automobile

damage-claim investigation system in July 2000. The new sys-

tem integrates claims handling from the time of the accident

until its resolution and provides customers with accident in-

formation in a timely manner.

With deregulation forcing rapid change in the operating en-

vironment, non-life insurers need to establish a system for accu-

rately grasping and managing increasingly diverse risks and to

M E S S A G E  F R O M  T H E  P R E S I D E N T

Tomio Higuchi, President
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In asset management, the Company worked to strengthen

risk management while diversifying asset management meth-

ods and increasing the efficiency and effectiveness of these

methods. However, interest rates in Japan remained at low

levels and income from interest and dividends declined ¥6.8

billion to ¥31.2 billion (US$251.6 million).

THE YEAR AHEAD

Amid continued lackluster consumer spending and con-

cerns over possible negative effects from weakening in

capital investment and a slowdown in the U.S. economy, we

expect the Japanese economy to remain in a severe adjustment

phase in the current fiscal year.

The non-life insurance industry will see further progress in

deregulation in the current fiscal year: in April, deregulation

of agency commissions went into effect, and operations of in-

surance sales by banks were begun; in July, restrictions were

lifted on entry into “third sector” business areas for non-life

insurers.

Under these conditions, Nichido Fire and Marine plans to

focus on its strengths in the retail insurance sector. The Com-

pany will work to develop new products that better meet the

needs of its customers and expand and strengthen the services

it provides. We will also strive to raise profitability by moving

ahead with reforms to our business processes and strengthen-

ing asset management. At the same time, Nichido Fire and

Marine will be aggressively developing businesses that take

advantage of the strengths of its new insurance group, which

includes developing new products and services that transcend

the traditional boundaries between non-life and life insur-

ance. Furthermore we will be steadily laying the groundwork

for establishing the joint holding company with Tokio Marine

next April.

We plan to convene a special shareholders meeting to confer

with shareholders over the holding company’s establishment.

Employees and management at Nichido Fire and Marine

are committed to making every effort to contribute to corpo-

rate development in the current fiscal year. We ask for the

continued support and guidance of our shareholders as we

undertake these tasks.

Tomio Higuchi

President

achieve operations that are both sound and appropriate based

on the principle of individual responsibility. To respond to this

need, Nichido Fire and Marine established a risk management

committee in August 2000. The new committee is working to

perfect the Company’s risk management capabilities while

strengthening efforts to conform to legal and other restrictions

and to promote compliance.

The results of these initiatives and our business activities in

the fiscal year under review were as follows:

Underwriting income totaled ¥537.4 billion (US$4,337.5

million), investment income was ¥35.8 billion (US$288.5

million) and other ordinary income amounted to ¥1.7 billion

(US$13.7 million). As such, ordinary income for the fiscal

year in review declined ¥11.7 billion to ¥574.9 billion

(US$4,639.8 million).

Underwriting expenses totaled ¥457.8 billion (US$3,695.2

million), and investment expenses were ¥21.1 billion

(US$170.0 million). Operating, general and administrative

expenses were ¥77.4 billion (US$624.4 million), and other

ordinary expenses came to ¥2.7 billion (US$21.5 million). As

a result, ordinary expenses were down ¥6.7 billion from the

previous fiscal year to ¥558.9 billion (US$4,511.3 million).

Ordinary profit declined ¥5.0 billion to ¥15.9 billion

(US$128.5 million). After adjustments for extraordinary loss

and income taxes, net income rose ¥0.6 billion to ¥10.2

billion (US$82.7 million).

Insurance Underwriting Operations (Non-Life)
Net premiums written fell 1.6% to ¥376.7 billion (US$3,040.6

million). Net claims paid totaled ¥208.4 billion (US$1,681.8

million), and the overall loss ratio climbed 0.4 percentage

point to 59.5%. Sales and general administrative expenses in

our non- l i fe  insurance bus iness  tota led ¥71.2

billion (US$574.3 million), and the expense ratio edged down

1.1 percentage points to 37.6%.

After adjustments for investment income on deposit premi-

ums, reversal of outstanding claims, reversal of underwriting

reserves and other factors, underwriting profit rose ¥0.5

billion to ¥4.2 billion (US$33.9 million).

Asset Management (Non-Life)
As of March 31, 2001, total assets were ¥2,097.6 billion

(US$16,929.6 million), which represents an increase of ¥315.3

billion from the same time a year earlier. This increase reflects

the adoption of new accounting standards for financial prod-

ucts (mark-to-market accounting) for the fiscal year under re-

view. Investment assets were ¥1,990.2 billion (US$16,062.7

million), which represents an increase of ¥427.8 million.
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F O R M A T I O N  O F  M I L L E A  I N S U R A N C E  G R O U P

I n the Japanese insurance market, competition is increasing

with the globalization of economics and finance, the liber-

alization of insurance products and rates brought about by

the financial “Big Bang” in Japan, and the cross-entry of fi-

nancial institutions into each other’s territory. Merger and ac-

quisition activity and restructuring in the insurance sector are

becoming more pronounced. Liberalization has stimulated

fierce competition, and insurance companies with competitive

power are presented with new business opportunities.

For insurance companies to continue growing under these

conditions while fulfilling their economic and social roles in

the insurance sector, they must be able to meet client needs

with outstanding products and services, create efficiency in

operations and attain a competitive position with the largest

insurance companies in the world.

The Nichido Fire and Marine Insurance Co., Ltd., Asahi Mutual Life Insurance Co., The
Kyoei Mutual Fire & Marine Insurance Co. and The Tokio Marine and Fire Insurance Co.,
Ltd. have agreed to form Millea Insurance Group and to pursue the integration of their
business under a holding company structure.

The companies aim to create a trusted insurance group that combines life and non-life
insurance operations by providing the best products and services that comprehensively
cover a variety of risks faced by customers.

CREATING A NEW INSURANCE BUSINESS

Based on an awareness of these fundamentals, the four

companies of Millea Insurance Group will combine their re-

spective strengths to provide customers with Japan’s first

genuine total risk management services. Guided by this vision,

the four companies agreed to combine their life and non-life

insurance operations and form the new insurance group with

plans to integrate management in the near future. From their

broad existing customer base in the retail and wholesale

fields, the four companies will advance business in unison by

integrating management resources, including such functions

as product development, financial technology, system devel-

opment and consulting, and by sharing their expertise, human

resources, brands, networks and infrastructure.
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(1)

(2)

To build a new business model maximizing the dis-

tinctive qualities and strengths of each company to

create the most reliable insurance group providing the

best possible insurance services to customers.

To establish top-tier status as a global insurance

group that is competitive both domestically and

globally in scale, profitability, efficiency, and growth po-

tential.

(3)

(4)

(3)

(4)

PURPOSE OF FORMING MILLEA INSURANCE GROUP

BASIC  PRINCIPLES  OF  MILLEA INSURANCE GROUP

Millea Insurance Group Name

The word “Millea” was created from the word “millennium,” since the group launched in the year 2000, the first year of the

new millennium. In the word Millea we put our hopes and determination that the group enjoys everlasting development

earning the profound reliance of its customers.

To realize the benefit of formation of the insurance

group as early as possible, by pursuing the greatest

possible economies of scale, thoroughly rationalizing re-

dundancies and improving management efficiency and

productivity.

To proactively promote new businesses and strategic

investments in IT activities with high growth and

profitability potential and that strengthen our competi-

tiveness in the insurance business.

(1)

(2)

As equal partners, we will always judge and act from

the perspective of “what is best for this insurance

group’s customers” with a spirit of mutual trust and reci-

procity.

We consider enhancement of customer satisfaction

our first priority, and, through it, strive to en-

hance the satisfaction of shareholders, agents, sales-

people and employees so as to increase corporate value

and value to the contract holders.

We bring our creativity and foresight into full play

to achieve a revolutionary and speedy manage-

ment.

We cultivate a new corporate culture as an insur-

ance group through extensive interchange of hu-

man resources and joint business development.



page 6   The Nichido Fire and Marine Insurance Co., Ltd.

Millea Insurance Group will integrate management into a
holding company structure and make concerted efforts

to achieve sustainable growth and expand profits by strategi-
cally reallocating the management resources of the four com-
panies in areas of profit and growth potential. The group will
also build a new business model that combines life and non-
life insurance operations under its holding company structure.
Accordingly, the four companies aim to create a world-class
insurance group in terms of corporate value, scale, profitabil-
ity, growth and financial soundness by formulating an opti-
mal business portfolio.

In April 2002, Tokio Marine and Nichido Fire and Marine
will jointly establish a holding company. Asahi Life and Kyoei
Fire are aiming to join the holding company structure as soon
as possible, with a final goal of 2004.

MILLEA INSURANCE GROUPﾕS  VIS IONﾑBECOME A WORLD-CLASS  INSURANCE GROUP

PRINCIPAL STRATEGY

PRINCIPAL STRATEGY

PROCESS OF MANAGEMENT INTEGRATION

Build a new business model that 
is a full-scale fusion of life and 
non-life insurance businesses
(provision of total risk management 
services)

Establish a highly productive and 
efficient management infrastructure
(promote strategic IT investment and 
concentrate resources on common 
infrastructure)  

Expand the business domain
(promote overseas insurance business, 
asset management business, health care 
and senior market businesses)

Establish Group Strategy Committee for integrating four companies Phase1
Asahi Life Common infrastructure  

New businesses  

Group Strategy Committee  
Tokio Marine  

Nichido Fire

Kyoei Fire
(Joint venture companies)

Kyoei Kasai Shinrai Life (1)

Tokio Marine Life (2)

Nichido Life (3)

Asahi Life

Common infrastructure  
New businesses  

Group Strategy Committee  

Holding Company  
Tokio Marine  

Nichido Fire

Kyoei Fire

(Joint venture companies)

Kyoei Kasai Shinrai Life (1)

Tokio Marine Life (2)

Nichido Life (3)

Asahi Life

Common infrastructure  
New businesses  

Holding Company  

Tokio Marine  

Nichido Fire

Kyoei Fire

Kyoei Kasai Shinrai Life (1)

Tokio Marine Life (2)

Nichido Life (3)

Examine business restructuring after 
clarifying the roles and functions  

Tokio Marine and Nichido Fire integrate management under holding company structure; Kyoei Mutual joins with holding company during Phase 2Phase2

Asahi Life becomes stock company and joins with holding company, integrating management of the four companiesPhase3

(April 2002) 

(Around 2004)

(January 2001) 

Notes: (1) Kyoei Kasai Shinrai Life is Kyoei 
Kasai Shinrai Life Co., Ltd.  

 (2) Tokio Marine Life is Tokio Marine Life 
Insurance Co., Ltd.  

(3) Nichido Life is Nichido Life 
Insurance Co., Ltd.  
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Asahi Mutual Life Insurance Co.
Founded in 1883, Asahi Life ranks fifth in the domestic life insurance industry. Guided by the management principle of “trustwor-
thy services,” the company places the customer first by focusing efforts on providing complete services on an individual basis.
Backed by strong product development capabilities, Asahi Life began marketing Hoken-oh, a new product for the 21st century,
from April 2001.

The Kyoei Mutual Fire & Marine Insurance Co.
Founded in 1942, Kyoei Fire serves the interests of its customers by providing robust risk management and excellent coverage and
services to various cooperatives and associations, including agricultural and maritime cooperatives, credit associations and con-
sumer cooperatives.

The Tokio Marine and Fire Insurance Co., Ltd.
Founded in 1879, Tokio Marine boasts the highest market share in the domestic non-life insurance industry. With product and
service development capabilities supported by a high level of expertise, Tokio Marine brings powerful marketing capabilities, an
expansive non-life insurance service network and an excellent agency network to the insurance group.

MEMBER COMPANIES

PRINCIPAL MANAGEMENT OBJECTIVES OF MILLEA INSURANCE GROUP
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GROUP CONSOLIDATION

(Yen in 100 Millions) 2000 2003 2005 (FY)

Premium income ¥ 18,589 ¥ 20,300 ¥ 21,700

Expense ratio 36.6% 33.0% 31.0%

ROE1 2.0% 3.7% 4.7%

5.1% 7.6% 9.2%

Total assets

 (Based on market value) 105,055 111,500 116,000

Note 1: Return on equity (ROE) indicates a company’s profitability by dividing share-
holders’ equity by net income.

Top row shows ROE on a market value basis, and the bottom row shows ROE
excluding valuation differences.

The above amounts exclude the accounts of Kyoei Fire.

(Yen in 100 Millions) 2000 2003 2005 (FY)

New policies2 ¥ 96,841 ¥132,000 ¥ 159,500

In force policies2 ¥919,593 ¥988,000 ¥1,074,000

Premium income ¥ 15,641 ¥ 16,750 ¥ 18,800

Total assets

 (Based on market value) ¥117,864 ¥122,500 ¥ 135,000

Note 2: New policies and in force policies are the figures for personal insurance and
personal annuity insurance (excluding group annuity insurance and group insur-
ance).

NON-LIFE INSURANCE BUSINESS LIFE INSURANCE BUSINESS



page 8   The Nichido Fire and Marine Insurance Co., Ltd.

MARINE INSURANCE

Net premiums written in marine insurance increased 0.8% to ¥2.0

billion (US$16 million) and the loss ratio declined 1.8 percentage

points to 58.8%.

PERSONAL ACCIDENT INSURANCE

Net premiums written decreased 11.5% to ¥31.8 billion (US$256 mil-

lion), owing to such factors as a decrease in premium volume of ordi-

nary personal accident insurance with maturity refund, and the loss ratio

increased 4.5% to 50.3%.

FIRE INSURANCE

Net premiums written in fire insurance decreased 2.4% to ¥79.3 billion

(US$640 million) owing to such factors as a decline in new housing

starts. The loss ratio decreased 5.4 percentage points to 40.5% as a result of

decrease in claims paid for typhoon-related damage.

(%) Increase/
(Yen in Millions) 2001 2000 (Decrease)

Net Premiums Written ¥2,000 ¥1,985 0.8

Net Loss Paid 1,159 1,182 (2.0)

Loss Ratio 58.8% 60.6%

(%) Increase/
(Yen in Millions) 2001 2000 (Decrease)

Net Premiums Written ¥31,770 ¥35,893 (11.5)

Net Loss Paid 14,338 14,599 (1.8)

Loss Ratio 50.3% 45.8%

(%) Increase/
(Yen in Millions) 2001 2000 (Decrease)

Net Premiums Written ¥79,288 ¥81,226 (2.4)

Net Loss Paid 31,334 36,165 (13.4)

Loss Ratio 40.5% 45.9%

R E V I E W  O F  O P E R A T I O N S

SUMMARY
(YEAR ENDED MARCH 31, 2001)

RESULTS  BY NON-LIFE  INSURANCE LINES

Net
(Yen in Millions/%) Premiums % of Total

FIRE ｴ 79,288 21.05
MARINE 2,000 0.53
PERSONAL ACCIDENT 31,770 8.43
AUTO 208,902 55.45
COMPULSORY
 AUTOMOBILE LIABILITY 35,554 9.44
OTHER 19,213 5.10
TOTAL ｴ376,731 100.00

BREAKDOWN OF NET PREMIUMS WRITTEN

Fire
21.1%

Marine
0.5%

Compulsory 
Automobile Liability

9.4%

Personal Accident
8.4%

Auto
55.5%

Other
5.1%

(%) Increase/
(Yen in Millions) 2001 2000 (Decrease)

Net Premiums Written ¥376,731 ¥382,814 (1.6)

Net Loss Paid 208,375 210,366 (1.0)

Loss Ratio 59.5% 59.1%
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OTHER INSURANCE

Other insurance includes such areas as third-party liability insurance,

movables comprehensive insurance and workers’ compensation insur-

ance. Net premiums written in this category declined 0.4% to ¥19.2 billion

(US$155 million) and the loss ratio increased 2.5 percentage points to

65.8%.

COMPULSORY AUTOMOBILE LIABILITY INSURANCE

Net premiums written in this category rose 1.3% to ¥35.6 billion

(US$287 million) and the loss ratio increased 3.1 percentage points to

75.1%.

VOLUNTARY AUTOMOBILE INSURANCE

Although the Company worked to expand sales of Shimpai Gomuyo, net

premiums written decreased 0.2% to ¥208.9 billion (US$1,686 million).

The loss ratio increased 0.9 percentage point to 64.9%.

(%) Increase/
(Yen in Millions) 2001 2000 (Decrease)

Net Premiums Written ¥35,554 ¥35,103 1.3

Net Loss Paid 23,129 22,043 4.9

Loss Ratio 75.1% 72.0%

(%) Increase/
(Yen in Millions) 2001 2000 (Decrease)

Net Premiums Written ¥19,213 ¥19,286 (0.4)

Net Loss Paid 12,113 11,748 3.1

Loss Ratio 65.8% 63.3%

(%) Increase/
(Yen in Millions) 2001 2000 (Decrease)

Net Premiums Written ¥208,902 ¥209,319 (0.2)

Net Loss Paid 126,300 124,625 1.3

Loss Ratio 64.9% 64.0%

INVESTMENT ACTIVITIES  (NON-LIFE  INSURANCE BUSINESS)

The Company made efforts to strengthen risk management while diversifying its asset management activities and raising the

efficiency and profitability of its efforts. Interest and dividend income totaled ¥31.2 billion (US$252 million) in the fiscal year

ended March 31, 2001, and investment assets totaled ¥1,990 billion (US$16,063 million) as of the fiscal year-end.

Securities
72.9%

Loans
11.3% Total

¥1,990 billion

Monetary Receivables Bought
0.2%

Land and Buildings
4.0%

Cash on Hand and in Banks
6.8%

BREAKDOWN OF INVESTMENT ASSETS

Money in Trust
1.3%Call Loans

3.5%

(Yen in Millions) 2001 2000

Investment Assets ¥1,990,171 ¥1,562,363

Interest and Dividends 31,168 37,814

INVESTMENT ASSETS &
INTEREST AND DIVIDENDS
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C U R R E N T  T O P I C S

RELEASE OF CANCER,  MEDICAL AND
NURSING INSURANCE PRODUCTS

Nichido Fire and Marine released Cancer Insurance, Medi-
cal Insurance and Nursing Insurance as “third sector”

products in July 2001. The new products are being aggres-
sively marketed with emphasis on their coverage intended to
promote better living, to fight illness and injuries and for se-
nior citizens to live comfortably.

CAPITAL PARTICIPATION AND BUSINESS
PARTNERSHIP WITH MEDCA JAPAN

Nichido Fire and Marine has engaged in capital participa-
tion and a business partnership with Medca Japan Co.,

Ltd. (name changed on January 1, 2001, from Kanto Bio-
medical Laboratory Co., Ltd.) for the development and provi-
sion of products and services related to nursing care and the
joint development of services for the approximately 20 million
senior citizens leading active lives in Japan.

Services Launched in July 2000
• Care Management Services
Care Management Services offer comprehensive services for
nursing care, including agency services for processing applica-
tions for public nursing care insurance, nursing care service
planning, provision of information on nursing facilities and
introductions to nursing care service providers.

• Nursing Care Consultation
Nursing Care Consultation is a service where a staff of experts
responds to concerns about nursing care.

• Internet Nursing Care Information Services
Internet Nursing Care Information Services provide a forum
for care managers and other experts to offer consultation on
nursing care and accept inquiries related to nursing care facili-
ties 24 hours a day.

SUPPORT THROUGH NEW SERVICES

Operation of New Automobile Damage Inspection System

Nichido Fire and Marine implemented a new automobile
damage inspection system at all its agencies in July 2000

to improve customer service and provide more accurate insur-
ance payments through a more efficient and speedy inspection
of damage following an automobile accident.

The system reports the real-time status of a claim from no-
tification of an accident to completion of insurance payment,
making swifter work execution possible. Through the system,
we aim to provide accurate and timely information about an
accident for our policyholders.

Maximizing the capabilities of the system, Nichido Fire and
Marine aims to continue bolstering its services for the satisfac-
tion of policyholders.

Launch of Industry’s First 24-Hour Multiaccess Reception
Services for Customers

To provide operational support for the sale of insurance at
banks starting in April 2001, Nichido Fire and Marine

created a section dedicated to this purpose at the Nichido Call
Center, which has provided operational support for agencies,
handled applications for materials and insurance appoint-
ments through the Internet, agency direct sales and authoriza-
tion functions since November 1999. Through the section, the
Company began offering 24-hour multiaccess reception ser-
vices for customers and bank employees—an industry first.

Features
• 24-hour multiaccess reception service
Amid the popularization of the Internet, this service accepts
inquiries 24 hours a day from customers and bank employees
by telephone, fax and e-mail.
• Operational support services for bank employees selling in-
surance
This service helps bank employees respond to inquiries from
customers when introducing insurance products and provides
fee-based services for completing procedures for changing or
terminating policies as well as for adding earthquake insur-
ance to an existing policy.
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Nichido Curio Cultural Information Space

Nichido Fire and Marine operates Nichido Curio on the
first floor of its headquarters. Serving as a space for the

dissemination of information on culture and the arts, Nichido
Curio has received favorable reviews from the many visitors
who come to enjoy lectures and exhibitions highlighting cul-
tural figures from various parts of society, as well as photo-
graphic exhibitions on such topics as nature and sports.

Cosponsor of Chinese Civilization Exhibition with NHK

N ichido Fire and Marine
cosponsored the Chinese

Civilization Exhibition held at
the Yokohama Museum of Art
from August to November 2000,
with NHK as the main sponsor.
Backed by the full support of
prominent museums in China,
the exhibition revealed to the
public 121 Chinese cultural arti-
facts and national treasures, in-
cluding bronze ware, lacquer
ware, gold and silver jewelry,
vases and stone statues.

Held in Miyagi, Ishikawa, Kagawa and Hiroshima Prefec-
tures, the exhibition was well received by thousands of visitors.

BACKING AMATEUR SPORTS

Nichido Fi re  and Mar ine
Sponsors All Japan Track and
Field Championships and All
Japan Junior Track and Field
Championships

Nichido Fire and Marine was
a sponsor of the 85th

All Japan Track and Field
Championships held from June
8–10, 2001 at the National
Kasumigaoka Stadium in
Shibuya, Tokyo. The Company

also sponsored the 17th All Japan Junior Track and
Field Competition held from June 30 to July 1, 2001, at
Matsumotodaira Park Stadium in Matsumoto, Nagano.

Nichido Cup Boys’ Baseball Tournament

Nichido Fire and Marine helped sponsor the 22nd Nichido
Cup Boys’ Baseball Tournament held in August 2000

along with sponsors the Mainichi Newspapers Co. and the
Kurikuri Boys’ Baseball Association.

Approximately 70,000 young baseball players from
Hokkaido and the Tokyo metropolitan area (Tokyo, Chiba,
Saitama, Kanagawa and Gunma Prefectures) participated in
the opening rounds, with the final 40 teams squaring off at
Seibu Dome to compete for the Nichido Cup.

SUPPORTER OF THE ARTS AND CULTURAL
ACTIVITIES

Nichido Award for Showa Exhibition

Nichido Fire and Marine established the Nichido Award
for the Showa Exhibition, a traditional art exhibition

sponsored by Galerie Nichido that has acted as a forum of
expression for talented young artists since 1991.
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Representative Offices

NEW YORK
70 Pine Street, 57th Floor, New York, NY 10270, U.S.A.
Phone: (212) 770-6200

LOS ANGELES
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CA 90017, U.S.A.
Phone: (213) 689-3965

GUAM
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Phone: (671) 472-6817
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Phone: (852) 2808-0393
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Phone: (010) 6590-8558
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Phone: (0207) 480-7451

Subsidiaries

U.K.
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Phone: (0207) 480-7451
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Centre Financier 29, Avenue de la Porte-Neuve,
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U.S.A.
North American Managers, Inc.
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GUAM
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C O N S O L I D A T E D  I N C O M E  S T A T E M E N T S
The Nichido Fire and Marine Insurance Co., Ltd. and Consolidated Subsidiaries

U.S. dollars
Yen in millions in thousands

Years ended March 31, 2001 and 2000 2001 2000 2001

ORDINARY INCOME AND EXPENSES

Ordinary Income ´574,872 ´586,582 $4,639,806

Underwriting Income 537,419 543,647 4,337,522

Net premiums written 376,731 382,814 3,040,605

Deposit premiums by policyholders 83,025 94,761 670,097

Investment income on deposit premiums 18,056 21,209 145,730

Life insurance premiums written 26,463 23,985 213,584

Reversal of outstanding claims Ñ 1,571 Ñ

Reversal of underwriting reserves 32,761 18,888 264,415

Other underwriting income 381 416 3,075

Investment Income 35,750 42,656 288,539

Interest and dividends 32,670 39,492 263,680

Gain on investment in monetary trust 360 Ñ 2,906

Profit on sales of securities 19,993 21,350 161,364

Profit on redemption of securities 0 2,879 0

Other investment income 781 143 6,303

Transfer of investment income on deposit premiums (18,056) (21,209) (145,730)

Other Ordinary Income 1,702 278 13,737

Ordinary Expenses 558,945 565,606 4,511,259

Underwriting Expenses 457,841 458,907 3,695,246

Net claims paid 20 8,375 210,366 1,681,800

Loss adjustment expenses 15,837 15,991 127,821

Agency commissions and brokerage 72,992 73,036 589,120

Maturity refunds to policyholders 156,665 156,078 1,264,447

Dividends to policyholders 247 1,294 1,994

Life insurance claims paid 1,917 1,551 15,472

Provision for outstanding claims 1,459 Ñ 11,776

Other Underwriting Expenses 346 589 2,793

Investment Expenses 21,065 20,214 170,016

Loss on investment in monetary trust 3,408 Ñ 27,506

Loss on disposal of securities 3,239 7,205 26,142

Loss on revaluation of securities 8,356 7,357 67,441

Loss on redemption of securities Ñ 1,131 Ñ

Expenses for financial derivatives 6,000 Ñ 48,426

Other investment expenses 60 4,520 484

Operating, General and Administrative Expenses 77,369 84,460 624,447

Other Ordinary Expenses 2,668 2,023 21,533

Interest paid 856 359 6,909

Loss from bad debts 917 16 7,401

Amortization of deferred assets 192 192 1,550

Other expenses 702 1,455 5,666

Ordinary Profit ´ 15,927 ´ 20,976 $ 128,547
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U.S. dollars
Yen in millions in thousands

2001 2000 2001

EXTRAORDINARY PROFIT AND LOSS

Extraordinary Profit ¥ 4,717 ¥ 9,661 $ 38,071

Profit on sales of properties and equipment 4,717 9 38,071

Reversal of reserve for bad debt — 9,651 —

Extraordinary Loss 6,197 16,500 50,016

Loss on disposal of properties and equipment 308 571 2,486

Provision for reserve for price fluctuation 1,612 795 13,010

Loss on revaluation of real estate 4,276 4,760 34,512

One-time transfer of reserve for retirement allowances — 4,094 —

Other extraordinary expenses — 6,278 —

Income before Income Taxes 14,447 14,136 116,602

Income Taxes—Current 7,936 4,517 64,052

—Deferred (3,732) (60) (30,121)

Minority Interest 0 0 0

Net Income ¥10,243 ¥ 9,680 $ 82,672

C O N S O L I D A T E D  A P P R O P R I A T I O N S  O F  R E T A I N E D  E A R N I N G S
The Nichido Fire and Marine Insurance Co., Ltd. and Consolidated Subsidiaries

U.S. dollars
Yen in millions in thousands

Years ended March 31, 2001 and 2000 2001 2000 2001

Unappropriated Retained Earnings at Beginning of Fiscal Year ¥136,253 ¥132,469 $1,099,701

Unappropriated retained earnings at end

 of previous fiscal year 136,253 108,273 1,099,701

Revision to underwriting reserve due to adoption

 of tax-effect accounting — 77,745 —

Adjustments for prior-period tax effects — 101,940 —

Decreases in Retained Earnings 3,390 5,896 27,361

Dividends to shareholders 3,340 3,370 26,957

Directors’ bonuses 50 65 404

Retirement of Treasury Stock — 2,461 —

Net Income 10,243 9,680 82,672

Unappropriated Retained Earnings Carried Forward ¥143,105 ¥136,253 $1,155,004
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C O N S O L I D A T E D  S T A T E M E N T S  O F  C A S H  F L O W S
The Nichido Fire and Marine Insurance Co., Ltd. and Consolidated Subsidiaries

U.S. dollars
Yen in millions in thousands

Years ended March 31, 2001 and 2000 2001 2000 2001

I Cash Flows from Operating Activities
Income before income taxes ¥ 14,447 ¥ 14,136 $ 116,602
Depreciation and amortization 5,382 5,137 43,438
Increase in reserve for outstanding claims 1,459 (1,571) 11,776
Increase in underwriting reserves (32,947) (19,075) (265,916)
Increase in reserve for bad debts 133 (18,073) 1,073
Increase in reserve for retirement allowances (28,165) 2,931 (227,320)
Increase in reserve for retirement benefits 26,853 — 216,731
Increase in reserve for bonuses (327) (345) (2,639)
Increase in reserve for price fluctuation 1,612 795 13,010
Interest and dividend income (accrual basis) (32,670) (39,492) (263,680)
Gain (loss) related to marketable securities (8,397) (6,594) (67,772)
Interest paid 856 359 6,909
Gain (loss) on currency exchange 2,037 1,745 16,441
Gain (loss) related to real estate (133) 5,322 (1,073)
Increase in other assets (excluding from investing activities
 and financing activities) 6,589 (2,631) 53,180
Increase in other liabilities (excluding from investing activities
 and financing activities) (7,178) (1,595) (57,934)
Gain (loss) related to loans 977 8,360 7,885
Other cash flow from operating activities 9,099 4,215 73,438

Subtotal (40,370) (46,374) (325,827)
Interest and dividends received (cash basis) 35,567 40,063 287,062
Interest paid (858) (317) (6,925)
Taxes paid (2,823) (14,462) (22,785)

Net cash provided by operating activities (8,485) (21,091) (68,483)

II Cash Flows from Investing Activities
Net increase in savings deposits 9,957 13,339 80,363
Purchase of monetary receivables bought (173) (1,500) (1,396)
Proceeds from the sale or maturity of trade payables 593 800 4,786
Increase in money in trust (37,500) (35,505) (302,663)
Decrease in money in trust 57,369 14,251 463,027
Purchase of securities (742,993) (588,174) (5,996,715)
Proceeds from sale or maturity of securities 625,675 516,683 5,049,839
Loans made (73,269) (164,179) (591,356)
Collection of loans 152,812 301,630 1,233,350
Increase in guaranteed loan transaction deposits — 5,041 —
Increase in guaranteed loan transactions received 5,418 29,572 43,729
Other cash flow from investing activities (3,394) (1,532) (27,393)

Subtotal (II-i) (5,503) — (44,415)
(I+II-i) ((13,988)) — ((112,897))
Purchase of property and equipment (3,056) (16,591) (24,665)
Proceeds from sale of property and equipment 8,946 436 72,203

Net cash used in investing activities 386 74,273 3,115

III Cash Flows from Financing Activities
Repayment of commercial paper — (20,000) —
Issuance of bonds — 25,000 —
Redemption of convertible bonds (12,500) — (100,888)
Purchase of treasury stock 0 (2,461) 0
Cash dividends paid (3,340) (3,370) (26,957)
Cash dividends paid to minority interest 0 0 0
Other cash flow from financing activities (30) 46 (242)

Net cash provided by (used in) financing activities (15,871) (785) (128,095)

IV Effect of exchange rate changes on cash and cash equivalents (1,835) (653) (14,810)

V Net change in cash and cash equivalents (25,806) 51,742 (208,281)
VI Cash and cash equivalents at beginning of year 216,447 164,704 1,746,949

VII Cash and cash equivalents at end of year ¥190,640 ¥216,447 $1,538,660
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N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S
The Nichido Fire and Marine Insurance Co., Ltd.
Years ended March 31, 2001 and 2000

1. Significant Accounting Policies
(1) Basis of Presenting Financial Statements
The accompanying consolidated financial statements of The
Nichido Fire and Marine Insurance Company, Limited (the “Com-
pany”) have been prepared in accordance with the provisions of
the Accounting Standards for Non-life Insurance Companies
based on the Insurance Business Law of Japan.

These statements have been translated from the financial state-
ments that are prepared for Japanese domestic purposes in accor-
dance with the provision of the Securities and Exchange Law of
Japan and filed with the Financial Services Agency and stock ex-
changes in Japan.

In preparing the accompanying consolidated financial statements
for inclusion in the Company’s annual report, certain categories pre-
sented in the original financial statements have been reclassified
and summarized for the convenience of readers outside Japan.

Amounts of less than ¥1 million and US$1,000 have been elimi-
nated. As a result, totals in Japanese yen and U.S. dollars shown
herein do not necessarily agree with the sum of individual amounts.

(2) U.S. Dollar Translation
The Company maintains its accounting records in Japanese yen. All
dollar amounts in this report (including pages other than the Financial
Section) represent the arithmetical result of translating Japanese yen
to U.S. dollars on the basis of ¥123.9=US$1.00, the approximate
prevailing rate as of March 31, 2001. The inclusion of such U.S. dollar
amounts is solely for the convenience of the reader and is not intended
to imply that Japanese yen amounts have been or could be converted,
realized or settled in U.S. dollars at that or at any other rate.

(3) Scope of Consolidation
(a) Consolidated Subsidiaries: 2
Company names: The Nichido Life Insurance Co., Ltd.
Nichido Investment (Luxembourg) S.A.
(b) Non-Consolidated Subsidiaries: 10
Principal companies: European Nichido Insurance Company Limited
Nichido Kogyo Co., Ltd.
Nichido Kasai System Development Co., Ltd.

Total assets, ordinary income, net income and retained earnings
from the 10 non-consolidated subsidiaries have no material effect
on the financial position of the Nichido Fire and Marine Group or
its consolidated results.

(4) Equity Method
The 10 non-consolidated subsidiaries and 4 affiliates exert imma-
terial impact on consolidated net income and consolidated re-
tained earnings. Accordingly, results from these companies are not
accounted for under the equity method.

(5) Fiscal Year for Consolidated Subsidiaries
Consolidated subsidiary Nichido Investment (Luxembourg) S.A.’s
fiscal calendar ends on December 31. As the difference between
closing dates does not exceed three months, consolidated finan-
cial statements include results for Nichido Investment (Luxem-
bourg) S.A. as of December 31. Adjustments are made for major
transactions undertaken between December 31 and March 31.

(6) Methods for Valuing Securities
Securities held by the company are valued according to the follow-
ing methods:
(a) In other securities, quoted securities are stated at market value
at the fiscal year-end. Unrealized gains are included in sharehold-
ers’ equity, net of income taxes, and disposal price is computed
using the moving-average method.
(b) In other securities, unquoted securities are accounted for on a cost
basis using the moving-average method or the amortized-cost method.
(c) Securities managed as trust assets and included in money
trusts that are independently managed primarily for securities in-
vestment are accounted for using the market-price method.

(7) Valuation of Derivatives
Derivative transactions are accounted for using the market-price method.

(8) Depreciation and Amortization
(a) Depreciation of Property and Equipment
Depreciation of property and equipment held by the company and its
consolidated life insurance subsidiary is computed using the declining-
balance method. Buildings, excluding building fixtures, acquired after
April 1, 1998, are depreciated on the straight-line method.
(b) Amortization of Software
The development cost of computer software for internal use re-
corded by the company and its consolidated life insurance subsid-
iary are amortized on the straight-line basis over its estimated
useful life of 5 years.

(9) Significant Reserve Accounting Policies
(a) Reserve for Bad Debts
Reserve for bad debts at the company and its consolidated life insur-
ance subsidiary is calculated as follows based on internal auditing
standards for assets and standards for amortizing reserves:

For debt when the debtor has legally and formally failed, includ-
ing entities that are insolvent in receivership or, subject to special
liquidation proceedings that have been prohibited from making
clearinghouse transactions, and for debt from debtors that have
failed in substance, the reserve amount is calculated as the princi-
pal balance less the amounts collectible from foreclosing collat-
eral and from the loan’s third-party guarantors.

For debt from debtors with a high likelihood of failure, the re-
serve amount is calculated according to the same method, also
taking into account repayment potential.

For other kinds of debt, the reserve amount is calculated using
historical credit loss ratios and other factors.

For all debt, the reserve amount is calculated in accordance
with internal asset assessment standards conducted by the appro-
priate section and reviewed by an independent assessor.
(b) Reserve for Retirement Benefits
The company states the reserve for retirement benefits at the
amount estimated to provide for severance benefit liabilities and
pension funds at the balance sheet date. Actuarial differences are
incurred as expenses disposed of using the straight-line method
over a certain number of years (10 years) within the average re-
maining work period of employees.
(c) Reserve for Bonuses
The company and its consolidated life insurance subsidiary provide
for the reserve for bonuses based on the estimated bonus payment.
(d) Reserve for Price Fluctuation
The company and its consolidated life insurance subsidiary ac-
count for the reserve for price fluctuation according to Article 115
of the Insurance Business Law. This reserve provides for losses
from stock-price and other price fluctuations.

(10) Assets and Liabilities Denominated in Foreign Currency
Assets and liabilities denominated in foreign currency are trans-
lated into Japanese yen at exchange rates in effect at the balance
sheet date, with foreign exchange translation differences recog-
nized as gains and losses. Assets and liabilities of overseas subsid-
iary are translated into Japanese yen at spot exchange rates at the
balance sheet date of the subsidiary. Income and expense items of
overseas subsidiary are translated into Japanese yen at average ex-
change rates prevailing during the term. Gains and losses resulting
from foreign exchange translations are recognized as foreign cur-
rency translation adjustments in shareholders’ equity and minority
interests.

(11) Consumption Tax
Consumption taxes are accounted for by the net-of-tax method at the
company and its consolidated life insurance subsidiary. Expenses
including loss adjustment expenses and operating, general and ad-
ministrative expenses are accounted for by the gross-of-tax method.
Non-deductible consumption tax on assets is accounted for in other
assets and is depreciated on a straight-line basis over five years.
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(12) Finance Leases
Excluding finance leases where ownership of leased property trans-
fers to the lessee, the company and its consolidated life insurance
subsidiary account for finance lease transactions according to ac-
counting rules applicable to operating lease transactions in Japan.

(13) Deferred Assets According to Insurance Business Law Article 113
Amortization of deferred assets according to Article 113 of the
Insurance Business Law is carried out according to the regulations
and the internal provisions of the Company’s consolidated life in-
surance subsidiary.

(14) Significant Accounting Policies for Overseas Consolidated
Subsidiary
Accounting standards for overseas consolidated subsidiary conform to
the standards used in the country in which the subsidiary resides.

(15) Assets and Liabilities of Consolidated Subsidiaries
Assets and liabilities of consolidated subsidiaries are computed
using the all-fair-market value method.

(16) Consolidated Adjustment Account
There is no consolidated adjustment account.

(17) Appropriation of Retained Earnings
Appropriation of retained earnings is presented on the consoli-
dated appropriations of retained earnings statement as decided by
the Company during the consolidated fiscal year.

(18) Scope of Consolidated Statements of Cash Flows
Cash (cash and cash equivalents) on the consolidated statements of
cash flows includes cash on hand, demand deposits and short-term
investments, such as time deposits where the time between purchase
and maturity, or the time until repayment, is less than three months.

(19) Change in Presentation of Financial Statements
(a) Consolidated Balance Sheets
Beginning in the fiscal year under review, the following revisions
have been made to the presentation of the consolidated balance
sheets in line with revisions to the Implementation Regulations of
the Insurance Business Law.
1. Bonds and notes and convertible bonds are now shown after
underwriting reserves.
2. Reserve for retirement allowances is shown as reserve for re-
tirement benefits from the fiscal year under review.
3. Unrealized gains on securities available for sale shows unreal-
ized gains, net of income taxes, on securities, cash on hand and in
banks and monetary receivables bought.
(b) Consolidated Income Statements
Beginning in the fiscal year under review, the following revisions
have been made to the presentation of the consolidated income
statements in line with revisions to the Implementation Regula-
tions of the Insurance Business Law.
1. Other investment income and other investment expenses, in-
come and expenses from monetary trusts are now shown in gain on
investment in monetary trust and loss on investment in monetary
trust.
2. Unrealized gains or losses on derivative transactions that are
not applicable to hedge accounting are shown as expenses for fi-
nancial derivatives.
(c) Consolidated Statements of Cash Flows
Beginning in the fiscal year under review, revisions have been made
to the presentation of the consolidated statements of cash flows in
line with revisions to the Implementation Regulations of the Insur-
ance Business Law. As a result, the subtotal (I + II -i) was added as
the sum of net cash provided by operating activities (I) and the sub-
total in cash flows from investing activities (II -i).

(20) Additional Information
(a) Effective April 1, 2000, the Company and its consolidated sub-
sidiaries adopted the new Japanese accounting standard for retire-
ment benefits (Opinion Concerning the Establishment of
Accounting Standard for Retirement Benefits, Business Account-
ing Deliberation Council, June 16, 1998). The effect of this
change was immaterial. Reserve for retirement allowances is now
shown in reserve for retirement benefits.
(b) Effective April 1, 2000, the Company and its consolidated subsid-
iaries adopted the new Japanese accounting standard for financial
instruments (Opinion Concerning the Establishment of Accounting
Standard for Financial Instruments, Business Accounting Delibera-
tion Council, January 22, 1999), and changed its valuation methods
for securities and derivative transactions. Compared with previous ac-
counting methods, the effect of this change was to increase ordinary
income and income before income taxes each by ¥6,704 million.
(c) Effective April 1, 2000, the Company and its consolidated subsid-
iaries adopted the revised accounting standard for foreign currency
translation (Opinion Concerning the Establishment of Accounting
Standard for Foreign Currency Translation, Business Accounting De-
liberation Council, October 22, 1999). Compared with previous ac-
counting methods, the effect of this change was to decrease ordinary
income and income before income taxes each by ¥18 million.

Formerly shown in the assets section, foreign currency transla-
tion adjustments are now included in the shareholders’ equity and
minority interest section in accordance with the new standard.

2. Consolidated Balance Sheets
(1) Accumulated depreciation of fixed assets totaled ¥48,860 mil-
lion (US$394.4 million), and advanced depreciation was ¥9,418
million (US$76.0 million).

(2) Stock of non-consolidated subsidiaries and affiliates is as follows:
Securities: ¥2,880 million (US$23.2 million)

(3) (a) Loans to borrowers under bankruptcy proceedings totaled
¥7,772 million (US$62.7 million), and past-due loans totaled
¥6,334 million (US$51.1 million). Loans to borrowers under bank-
ruptcy proceedings include loans in which borrowers have provided
no payment of principal or interest for a substantial period and there
are no prospects for recovery or repayment of principal or interest.
Accordingly, no interest has been accrued (excluding loans written
off, referred to here as nonaccrual loans). This category of nonaccrual
loans is defined in the Implementation Ordinances for the Corpora-
tion Tax Law (Government Ordinance No. 97, 1965), items i through
v in Article 96, Section 1, Part 3, and in Part 4 of the same Article.

Past-due loans include nonaccrual loans other than loans to bor-
rowers under bankruptcy proceedings and loans where interest
payments have been rescheduled to assist the borrowers in a man-
agement restructuring.
(b) Loans past due three months or more totaled ¥484 million
(US$3.9 million).

Past-due loans for three months or more include loans in which
principal or interest has been in arrears for three months or more
from the contracted payment date. These loans do not include
loans to borrowers under bankruptcy proceedings or past-due
loans (except for restructured loans).
(c) Restructured loans totaled ¥1,856 million (US$15.0 million).

With restructured loans, the borrower has obtained terms and con-
ditions more favorable than the original loan agreement, including
reduction or elimination of interest rates, rescheduled interest and
principal payments, or cancellation of debt. Loans are placed in this
category as a way of supporting management restructuring of the bor-
rower. They exclude loans to borrowers under bankruptcy proceed-
ings, past-due loans and past-due loans for three months or more.
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(d) Loans to borrowers under bankruptcy proceedings, past-due
loans, past-due loans for three months or more and restructured
loans totaled ¥16,448 million (US$132.8 million).

(4) Assets pledged as collateral include ¥1,290 million (US$10.4
million) in securities. Collateralized debt included loans of ¥268
million (US$2.2 million).

(5) Securities include ¥34,796 million (US$280.8 million) in
debt from consumption loan contracts.

(6) Other assets include ¥961 million (US$7.8 million) in de-
ferred assets under Article 113 of the Insurance Business Law.

3. Consolidated Income Statements
(1) Major operating costs were as follows:
Agency sales commissions: ¥62,018 million (US$500.5 million)
Wages and salaries: ¥33,816 million (US$272.9 million)
Operating costs are included on the consolidated income state-
ments as loss adjustment expenses; operating, general and admin-
istrative expenses; agency commissions and brokerage and
collection expenses.

4. Consolidated Statements of Cash Flows
(1) Cash and Cash Equivalents, and the Cash Line Item on the
Balance Sheet

(Yen in millions)

Cash on Hand and in Banks ¥ 140,548
Call Loans 70,800
Securities 1,516,792
Time Deposits Held Longer than Three Months (25,896)
Noncash Securities (1,511,603)
Cash and Cash Equivalents 190,640

(2) Major Noncash Transactions
None

5. Lease Transactions
Finance lease transactions without ownership transfer to lessee
(1) Acquisition cost, accumulated depreciation of leased items

Fiscal year ended March 31, 2001 (Yen in millions)
Acquisition Accumulated

Cost Depreciation

Machinery and equipment ¥9,109 ¥4,893
Note: The acquisition cost is reported as the total amount of lease payments through the
life of each lease, including the amount representing interest, because the total amount of
future lease payments is not significant in relation to the total property and equipment at
the end of the period.

(2) Future minimum lease payments
(Yen in millions)

March 31, 2000 March 31, 2001

Due within one year ¥1,375 ¥1,632
Due after one year 2,418 2,583
Total 3,793 4,215
Note: Future minimum lease payments are reported as the total amount of future minimum
lease payments, including the amount representing interest, because the total amount of
future minimum lease payments is not significant in relation to the total property and
equipment at the end of the period.

(3) Lease expense and depreciation expense
(Yen in millions)

March 31, 2000 March 31, 2001

Lease expense ¥1,864 ¥1,737
Depreciation expense 1,864 1,737

(4) Method of calculating depreciation expense
Depreciation expense is computed on the straight-line basis over
the lease period without residual value.

6. Securities Information
(1) Trading securities: None
(2) Held-to-maturity securities whose fair values are determinable:
None
(3) Other investments whose fair values are determinable:

(Yen in millions)
As of March 31, 2001

Historical Cost Book Value Difference

Securities whose book
 value exceeds historical
 cost:

National and local
 government bonds ¥ 417,047 ¥ 431,089 ¥ 14,042
Stocks 238,261 693,162 454,901
Foreign securities 174,559 201,853 27,294
Other (Note 1) 1,832 1,973 141
Subtotal ¥ 831,699 ¥1,328,079 ¥ 496,379

Securities whose book
 value does not exceed
 historical cost:

National and local
 government bonds ¥ 51,680 ¥ 51,403 ¥ (277)
Stocks 94,398 86,520 (7,878)
Foreign securities 18,999 18,274 (724)
Other (Note 2) 19,378 16,890 (2,487)
Subtotal 184,456 173,088 (11,368)

Total ¥1,016,156 ¥1,501,167 ¥ 485,011
Notes:
1. The consolidated balance sheets include commodity funds recognized as monetary re-
ceivables bought with historical cost of ¥232 million and book value of ¥286 million, for a
difference of ¥54 million.
2. The consolidated balance sheets include commodity funds recognized as monetary re-
ceivables bought with historical cost of ¥102 million and book value of ¥99 million, for a
difference of negative ¥2 million.

(4) Held-to-maturity securities sold during the year ended March
31, 2001: None
(5) Other investments sold during the year ended March 31, 2001

(Yen in millions)

Amount sold ¥ 491,986
Total gains ¥ 19,993
Total losses ¥ 3,239

(6) Type and book value of other investments whose fair values are
not determinable

(Yen in millions)

Other investments
Stocks ¥7,184
Foreign securities 510

Other 6,302
Note: Other includes negotiable certificate of deposits of ¥867 million accounted for as
cash on hand and in banks on the consolidated balance sheets.

(7) Repayment schedule of other investments with maturity and
held-to-maturity securities

(Yen in millions)
As of March 31, 2001

Due after Due after
1 year 5 years

Due within and within and within Due after
1 year 5 years 10 years 10 years

National bonds ¥21,400 ¥ 124,417 ¥ 43,829 ¥13,981
Local government
 bonds 110 5,948 6,661 —
Corporate bonds 27,944 123,664 97,387 17,146
Foreign securities 27,605 104,437 51,211 3,512
Other 1,268 2,339 2,976 709
Total ¥78,330 ¥ 360,806 ¥ 202,066 ¥35,349
Note: Other includes negotiable certificate of deposits of ¥867 million due within 1 year
accounted for as cash on hand and in banks and commodity funds recognized as monetary
receivables bought of ¥99 million due within 1 year and ¥286 million due after 1 year and
within 5 years on the consolidated balance sheets.
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7. Money in Trust
(1) Money in Investment Trust

(Yen in millions)
As of March 31, 2001

Valuation
Class Book Value Profit or Loss

Money in trust ¥25,278 ¥(1,057)

(2) Held-to-Maturity Money in Trust: None

(3) Other Money in Trust
(Yen in millions)

As of March 31, 2001
Class Historical Cost Book Value Difference

Money in trust ¥1,000 ¥1,000 ¥—
Note: In addition to the above, the historical cost of money in trust for investment purposes
recorded on the consolidated balance sheets was ¥5 million.

8. Market Value of Derivative Financial Instruments
(1) Currency Contracts

(Yen in millions)
As of March 31, 2001

Contracted Longer than Market Valuation
Class Amount One Year Value Profit or Loss

Nonmarket
 Transactions
Forward Exchange
 Contracts
Short Positions
U.S. dollar ¥34,135 — ¥36,433 ¥(2,298)
Long Positions
U.S. dollar — — — —
Euro — — —
Total ¥ — — ¥ — ¥(2,298)
Note: Market value of currency contracts is calculated according to the currency futures
market at fiscal year-end.

(2) Interest Rate Contracts
(Yen in millions)

As of March 31, 2001
Contracted Longer than Market Valuation

Class Amount One Year Value Profit or Loss

Nonmarket
 Transactions
Interest Rate Swap
 Agreements
Receive Fixed Rate,
 Pay Floating Rate ¥1,000 ¥1,000 ¥17 ¥17
Total — — — ¥17

Note: Market value is calculated based on price levels quoted by financial institutions on
opposite sides of the contract.

(3) Equity
None

(4) Bonds
None

(5) Other
None

9. Employees’ Retirement Benefits
1. Outline of retirement plan
The Company has established a qualified pension plan and a
lump-sum severance plan that includes its own pension plan.

2. Breakdown of retirement benefit liabilities (March 31, 2001)
(Yen in millions)

1. Retirement benefit liabilities ¥ (36,502)
2. Pension assets 8,174
3. Unaccrued retirement benefit liabilities (1+2) (28,327)
4. Unrecognized difference under actuarial

 accounting 1,473
5. Reserve for retirement benefits (26,853)

3. Breakdown of retirement benefit expenses (March 31, 2001)
(Yen in millions)

1. Service costs ¥1,736
2. Interest expenses 1,091
3. Expected return on investment (183)
4. Disposal of difference under actuarial accounting —
5. Retirement benefit expenses 2,644

4. Actuarial assumptions for calculating retirement benefit obligations

1. Estimated retirement benefit method Estimate based on service
period

2. Discount rate 3.00%
3. Expected return on investment 2.00%
4. Period for amortizing actuarial loss 10 years

10. Income Taxes
1. Significant components of the Company’s deferred tax assets
and liabilities

(Yen in millions)
March 31, 2001

Deferred tax assets:
Underwriting reserves ¥ 79,380
Reserve for retirement benefits 7,288
Reserve for bad debts 3,987
Reserve for price fluctuation 3,269
Outstanding claims 1,611
Other 10,762
Total deferred tax assets 106,289

Deferred tax liabilities:
Unrealized gains on securities available for sale (174,997)
Assets under Article 113 of Insurance Business Law (333)
Other (233)
Total deferred tax liabilities (175,564)
Net deferred tax assets (69,275)

2. Significant differences between the statutory tax rate and the
Company’s effective tax rate

March 31, 2001

Statutory tax rate 36.10%
(Adjustments)
Non-taxable income (11.6)
Non-deductible expenses 4.2
Other 0.4
Effective tax rate after application
 of tax-effective accounting 29.1
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The Nichido Fire and Marine Insurance Company, Limited
President: Tomio Higuchi

In accordance with the provisions set forth in Article 2 Section 193 of the Securities Exchange Law, we have examined the

consolidated financial statements, including the consolidated balance sheets, consolidated income statements, consolidated appro-

priations of retained earnings, consolidated statements of cash flows, and consolidated supplementary schedules, with respect to

accounting matters, of The Nichido Fire and Marine Co., Ltd. for the period from April 1, 2000, to March 31, 2001. Our examination

was made in accordance with generally accepted auditing standards in Japan and, accordingly, such tests of accounting records and

such other auditing procedures as we considered necessary in the circumstances.

The accounting principles and methods used in preparing the Company’s consolidated financial statements conform with gener-

ally accepted corporate accounting standards and are in accordance with principles and methods used in the Company’s financial

statements from previous fiscal years. In addition, the methods of presentation for the consolidated financial statements conform to

Regulations Concerning the Terminology, Forms and Preparation Methods of Consolidated Financial Statements (Ministry of Fi-

nance, No. 28, 1976).

In our opinion, the above financial statements present fairly the financial position of The Nichido Fire and Marine Co., Ltd. as of

March 31, 2001, and the operating results and cash flows for the Company during the fiscal period ending on the same date.

There are no conflicts of interest between the Company and its Auditors that must be stated according to provisions of the

Certified Public Accounting Law.

Aoyagi Audit Corporation

Note:
The Company prepared its financial statements based on revised accounting principles for consolidated financial statements intro-

duced in the fiscal year ended March 31, 2001, including the adoption of new accounting methods for retirement benefits and

financial instruments as well as revised accounting methods for foreign currency translation. These revisions are stated clearly in the

Notes to Consolidated Financial Statements and Notes in Additional Information to the Company’s financial statements.

I N D E P E N D E N T  A U D I T O R ’ S  R E P O R T
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The following section contains information on the principal business activities of the Company and its subsidiaries and affiliates and
the position of Group companies within the Nichido Fire and Marine Group.

Business Activities
(1) Non-Life Insurance Operations
(a) Non-Life Insurance and Related Businesses

The Company and European Nichido Insurance Company Limited carry out non-life insurance operations. Claims research
services, accident help-desk operations and other businesses related to non-life insurance are carried out by Nichido Kasai
Claims Research Co., Ltd. and Nichido Kasai Back Up Dial Co., Ltd.

(b) Asset Management
Investment advisory operations are carried out by Nichido Kasai Investment Management Co., Ltd. and securities investment by
Nichido Investment (Luxembourg) S.A. and consumer loan businesses by Nichido Kasai General Finance Co., Ltd.

(c) General Affairs and Outsourced Operations
The Company outsources many supplementary business activities to affiliated companies. These include real estate manage-
ment and other general affairs handled by Nichido Kogyo Co., Ltd.; development of computer systems and accounting-related
operations carried out by Nichido Kasai System Development Co., Ltd. and Prism System Service Co., Ltd.; staff training
handled by Nichido Kasai Training Service Co., Ltd.; and staff outsourcing by Nichido Kasai Career Service Co., Ltd.

(2) Life Insurance Operations
The Nichido Life Insurance Co., Ltd. carries out life insurance operations.

C O R P O R A T E  G R O U P  O U T L I N E

OPERATIONAL CHART

The Nichido Fire and Marine Insurance
 Co., Ltd.

Non-life 
insurance businesses 

Non-life insurance and related businesses 
(5 companies)

Asset management
(3 companies)

General affairs and outsourced operations 
(7 companies)

Non-life insurance 
(1 subsidiary)

Related businesses 
(3 subsidiaries and 1 affiliate)

Investment advisory services 
(1 subsidiary)

Securities investment 
(1 subsidiary)

Consumer loan businesses 
(1 affiliate)

General affairs 
(2 subsidiaries and 1 affiliate) 

Outsourced operations and accounting 
(1 subsidiary and 1 affiliate) 

Training 
(1 subsidiary)

Staff outsourcing 
(1 subsidiary)

Life insurance business
(1 subsidiary)

✩  European Nichido Insurance Company Limited (U.K.) 

 Nichido Kasai General Finance Co., Ltd.

✩  Nichido Kogyo Co., Ltd. (real estate management)
✩  Kogyo Shoji Co., Ltd. (printing)
   One other

Note: (black star): consolidated subsidiary; (white star): non-consolidated subsidiary; (circle): affiliate 

✩  Nichido Kasai System Development Co., Ltd. (system development)
Prism System Service Co., Ltd. 

   (system maintenance and development)

✩  Nichido Kasai Training Service Co., Ltd.

✩  Nichido Kasai Career Service Co., Ltd.

★  The Nichido Life Insurance Co., Ltd. (life insurance)

✩  Nichido Kasai Investment Management Co., Ltd.

★  Nichido Investment (Luxembourg) S.A.

✩  Nichido Kasai Claims Research Co., Ltd. (damage claims research)
✩  Nichido Kasai Back Up Dial Co., Ltd. (accident help-desk operations)
   Two others
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O R G A N I Z A T I O N  O F  T H E  N I C H I D O  F I R E
 A N D  M A R I N E  I N S U R A N C E  C O . ,  L T D .  (as of April 1, 2001)

Corporate Marketing Department

General Meeting of Shareholders

Board of Directors

Board of Statutory Auditors

Secretarial Office 

Corporate Planning Office

Public Relations & Advertising
 Office 

Internal Audit Office 

Staff Education & Training
 Department 

1st Personnel Department

SALES NETWORK

Local Sales Headquarters: 4

Branches: 52
Marketing
 Offices: 382

Claims
 Service
 Centers: 150

Sales Departments: 18

2nd Personnel Department

General Affairs Department 

Accounting Department 

CLAIMS SERVICE NETWORK

Local Claims Investigation
 Departments: 9

Overseas Representative
 Offices: 7

(Actuaries)

Investment Planning Department

1st Investment Department

2nd Investment Department

UNDERWRITING NETWORK

Underwriting Departments: 2

ACCOUNTING NETWORK

Accounting Departments: 2

Financial Risk Management
 Department

Marine Department 

Government & Public Service
 Department

Information Systems
 Department

Information Technology 
 Strategy Department

Fire & Casualty Underwriting
 Department

Automobile Underwriting
 Department

Market Development Department

Sales Promotion Department

Automobile Insurance
 Development Department 

Legal Affairs Office

Compliance Office

Product & Underwriting
 Headquarters

HEAD OFFICEMANAGEMENT LOCAL OFFICES

Marketing & Sales
 Promotion Headquarters

Sales Development Office

Repair Center and Used Car Dealer
 Sales Development Office

Agency Department

Reinsurance Department

Aviation Office 

Claims Investigation
 Department 

International Department 

Government & Public
 Service Development Office

Statutory Auditors

Executive Committee

Underwriting Administration
 Department

WORLDWIDE NETWORK

Policy Processing Department

Agency Administration
 Department
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Chairman

Takashi Aihara

Vice-Chairman

Tadahiko Hoshino

President

Tomio Higuchi

Executive Vice-President

Tatsuhiko Hirose

Executive Managing Director

Shigeki Kajiyama

Managing Directors

Eisuke Ichinohe

Kazuyo Nakashima

Yukiteru Noji

Yasuo Tago

Katsuto Kominami

Norishige Nishizawa

Akira Tonishi

Yoshiaki Miyamoto

Directors

Tadashi Otsuka

Takehiko Kaneko

Akira Ito

Hirotaka Sugawara

Tetsuo Kamioka

Tomohiro Kotani

Ikuji Seki

Akio Osawa

Takeshi Nagai

Syoji Sato

Masao Miura

Standing Statutory Auditor

Michitaka Saito

Statutory Auditors

Takeo Inoue

Ryuji Yamamura

Iwao Hanaoka

As a result of the decision at the board meeting after the General
Meeting of Shareholders held on June 28, 2001

1899
The Company’s predecessor, Tokyo Buppin Fire
Insurance Co., Ltd., begins operations in the Nihonbashi
section of Tokyo
1914
Nihon Dosan Fire Insurance Co., Ltd. established in Osaka
1944
Head office moves to Tokyo
Merged with Toho Fire Insurance Co., Ltd.
1945
The Company changes name to The Nichido Fire and
Marine Insurance Co., Ltd.
1949
Nichido Fire and Marine listed on the Tokyo Stock Exchange
1955
Nichido Fire and Marine listed on the Osaka Stock Exchange
1961
Beginning of staff dispatches to a London Office
1972
Entered alliance with American International Group
1973
New York Office opens
1974
Guam Office opens
1979
Nationwide online network for automobile claims
assessment completed
1986
Beijing Office opens
1987
Nichido Investment (Luxembourg) S.A. established
1989
Los Angeles Office opens
1990
Singapore Office opens
1991
European Nichido Insurance Co., Ltd. established in London
Düsseldorf Office opens
1992
“PRIME” comprehensive financial system begins
operations
1994
Nichido Fire and Marine celebrates 80th anniversary
1996
1:1.05 stock split and gratis share allotment instituted
Wholly owned subsidiary, The Nichido Life Insurance Co.,
Ltd. established
1997
Hong Kong Office opens
Start of the three-year plan “New Age Challenge 2001”
1998
Business alliance with The New India Assurance Co., Ltd.
1999
The Company performs non-life insurance underwriting in
Guam—its first overseas underwriting to non-Japanese
entities abroad
2000
Millea Insurance Group formed with Asahi Mutual Life
Insurance Co., The Kyoei Mutual Fire & Marine Insurance
Co., and The Tokio Marine and Fire Insurance Co., Ltd.

C O R P O R A T E  H I S T O R YD I R E C T O R S  A N D
S T A T U T O R Y  A U D I T O R S
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C O R P O R A T E  D A T A

The Nichido Fire and Marine Insurance Company, Limited

Head Office

3-16, Ginza 5-chome, Chuo-ku, Tokyo 104-0061, Japan

Phone: 03-3571-5141

Established

1914

Paid-in Capital

¥50.6 billion (as of March 31, 2001)

Total Assets

¥2,174 billion (as of March 31, 2001)

Gross Premiums Written

Non-Life: ¥587.8 billion (as of March 31, 2001)

Life: ¥26.5 billion (as of March 31, 2001)

Employees

The Company: 6,588 (as of March 31, 2001)

Life Insurance Subsidiary: 106 (as of March 31, 2001)

Agencies

27,995 (as of March 31, 2001)

Business Lines

Parent Company

Fire, Marine, Inland Transit, Personal Accident, Fidelity &

Credit, Automobile, Aviation, Burglary, Windstorm &

Flood, Plate-Glass, Boiler Turbo-Set, Animal, Workers’

Compensation, Guarantee & Surety Bond, Compulsory

Automobile Liability, Machinery, Liability, Ship’s

Passengers Accident Liability, Nuclear Energy,

Contractors All Risks, Movables All Risks, and

Miscellaneous Pecuniary Loss Insurance and

Reinsurance thereof

Life Insurance Subsidiary

Life Insurance

STOCK INFORMATION

Fiscal Year-End

March 31

Par Value

¥50

Registrar & Transfer Agent

Mizuho Trust & Banking Co., Ltd.

Traded

Tokyo Stock Exchange

Osaka Securities Exchange

Number of Shares Issued

445,443,869 (as of March 31, 2001)

Number of Shareholders

10,571 (as of March 31, 2001)

Major Shareholders

The Fuji Bank, Ltd.

The Daiwa Bank, Ltd.

The Shinsei Bank, Ltd.

The Asahi Bank, Ltd.

(as of March 31, 2001)

ACQUIRED RATINGS (as of June 30, 2001)

Standard & Poor’s

AA (as Insurer Financial Strength)

Moody’s

Aa2 (as Insurer Financial Strength)
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P R O F I L E

Since its foundation in 1914, The Nichido Fire and Marine Insurance Co., Ltd. has provided products
and services that meet the needs of the times and has worked to broaden the use of non-life insurance
primarily in the retail sector. The Company ranks among the leading non-life insurance companies in
terms of its number of policyholders and its solid financial structure. Nichido Fire and Marine main-
tains leading credit ratings from all of the major ratings agencies.

Our role in the non-life insurance industry is growing more important as society becomes more
complex and information intensive. The rapidly aging society in Japan is creating new risks for the
non-life insurance industry to cover.

Rapid deregulation in insurance products and rates has encouraged foreign-owned companies
and non-industry corporations to enter the insurance sector, triggering a wave of restructuring in the
life and non-life insurance industries and heralding the beginning of a period of intense competition.

Staying ahead of changes in its operating environment, Nichido Fire and Marine is in position to
continue offering a comprehensive range of high-quality products and services in tune with recent
trends and the future needs of society.


