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dates are indicated.

Scope of Coverage

As a general rule, this report covers all the bases of operation for the NSK Group, including those
outside Japan. The Environmental Report section examines the plants that manufacture products for NSK
and other group companies, product manufacturers, machinery manufacturers, and a distribution-related
company, in which NSK holds a 50% or greater equity stake, as well as the group companies that
manufacture NSK brand products.

Scope of Coverage for Environmental Report

o NSK Ltd. (Fujisawa Plant, Ohtsu Plant, Ishibe Plant, Saitama Plant, Kirihara Branch)

Companies Manufacturing NSK Brand Products

o NSK Fukushima Co., Ltd. e NSK Steering Systems Co., Ltd. e NSK Precision Co., Ltd. (Maebashi

Precision Machinery and Parts Plant, Saitama Precision Machinery and Parts Plant)

* NSK Micro Precision Co., Ltd. e NSK Micro Precision Co., Ltd.(Nagano) e NSK Needle Bearing Co., Ltd.

® NSK Kyushu Co., Ltd. e NSK-Warner KK. e Inoue Jikuuke Kogyo Co., Ltd.

Ca ies Per ing Pre-pi i

o Chitose Sangyo Co., Ltd. e Asahi Seiki Co., Ltd. e Shinwa Seiko Co., Ltd.

Companies Manufacturing Steel Balls

o Amatsuiji Steel Ball Mfg. Co., Ltd.* e AKS East Japan Co., Ltd.*

Machinery Manufacturing Company

e NSK Machinery Co., Ltd.

Logistics Company

* NSK Logistics Co., Ltd.

Manufacturing Companies Outside Japan

 Production sites in which NSK holds a 50% or greater equity stake and sites that have been in
operation for at least five years are included in the scope of coverage.

* In April 2006, Amatsuji Steel Ball Mfg. and AKS East Japan were made wholly consolidated companies
and added to the scope of coverage.

Date of Issue
September 2007 (previous report, CSR Report 2006, issued September 2006; next report scheduled for
September 2008)

Contact

CSR Office, Compliance Division Headquarters, NSK Ltd.

Nissei Bldg., 1-6-3 Ohsaki, Shinagawa-ku, Tokyo 141-8560, Japan
Tel: +81-3-3779-7400 Fax: +81-3-3779-8906

E-mail: csr-report@nsk.com

Related Information

Related information is provided in the following publications. Please use the above contact information to
request copies.

o Annual Report 2007, 2006, 2005 (available in English and Japanese)

o Company Overview (available in English, Japanese, and Chinese)

* CSR Report 2006, Social and Environmental Report 2005, 2004 (available in English and Japanese)
o Environmental Report 2003, 2002, 2001 (available in English and Japanese)

o Lessons from Professor Bearing: A Primer on Bearings (available in Japanese only)

o The Story of Bearings (a picture book available in Japanese only)

® Smooth Sailing for BEARING: Exhibition catalog (available in Japanese only)

o Motion & Control No. 18, No. 17, No.12 (available in English)

NSK Group Web site: www.nsk.com

On the Cover
NSK in Our Lives

The NSK Group’s products are used in vehicles, home
appliances, and other goods that sustain modern lifestyles.
Depicting an everyday scene with playing children, the cover
design represents how the NSK Group’s products are an
integral part of our way of life. It also expresses NSK’s hope
that the products that incorporate its technology will help

- shape a sustainable world in which there is true richness as
| they come into contact with people’s daily lives.




The NSK Groves Gerl L

Corporate Philosophy

NSK’s corporate philosophy forms the cornerstone of CSR at the NSK Group. This philosophy aims to protect the environment while
improving the well-being of society, and is the basis for all of the NSK Group’s business activities.

Mission Statement

NSK aims to contribute to the well-being and safety of societies and to protect the global
environment through its innovative technology integrating Motion & Control. We are guided by our
vision of NSK as a truly international enterprise, and are working across national boundaries to
improve relationships between people throughout the world.

Management Principles Corporate Message

1. To serve our customers through innovative and responsive solutions, taking Responsive and Creative
advantage of our world-leading technologies. Motion & Control

2. To provide challenges and opportunities for our employees, channeling their
skills and fostering their creativity and individuality. .

3. To identify the needs of the times and of the future and to use all of NSK's orporate Slogan
resources to meet those needs by being versatile, responsive and dynamic. Beyond Limits, Beyond Today

4. To work together with our employees and contribute to the communities in
which we operate.

5. To manage our business from an international perspective and to develop a
strong presence throughout the world.

The NSK Group’s Roles in Environmental Protection and Social Development

The R&D and manufacturing divisions at the
NSK Group help customers reduce the energy

The NSK Group’s primary role is to control and consumption of their mechanical devices by
facilitate the movement of objects through its bearings developing and manufacturing products that
and automotive products, and precision machinery facilitate smoother mechanical movement. By
that integrates its bearings, as well as fully utilize pursuing products with greater durability, the
bearing-related technology. In other words, the NSK Group is extending the working life of
essence of the group’s mission is to reduce the power customers’ mechanical devices and reducing
needed for rotation, to lessen the friction that results resource usage.

from moving objects, and to convey energy with

maximum efficiency. This means reducing the energy
needed to move objects, and lowering energy loss to
as close to zero as possible.

By cooperating with its customers and suppliers, the NSK Group is reducing energy

consumption in all manner of mechanical devices, and thereby reducing the world’s
energy burden. This is the contribution to sustainable development* made by the
NSK Group’s main business.

*Sustainable Development

Sustainable development means satisfying the needs of the current generation, while still ensuring the viability of future generations. The World Commission on Environment
and Development, also known as the Brundtland Commission, published the report Our Common Future in 1987, which has become an important roadmap for today’s
efforts to protect the global environment.
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Business Overview ||

Business Overview for the NSK Group

Founded in 1916, NSK Ltd. introduced Japan’s first domestically produced ball bearings, and since then has
grown into a major manufacturer of roller bearings, the company’s main products. The business has also
expanded into the fields of automotive products and precision machinery and parts, by utilizing high-
precision processing technology it accumulated from producing bearings.

Bearings are important components used in the rotating mechanisms of all kinds of machinery. NSK is
currently Japan’s leading bearing manufacturer, and one of the foremost bearing manufacturers worldwide.

In the 1960s, the NSK Group expanded aggressively around the globe in order to respond to the diverse
needs of different regions. The group now operates in over 150 locations around the world, where it
conducts R&D, manufacturing, and marketing activities. Through its international presence, the NSK Group is
supporting industrial development and consumer lifestyles everywhere.

Corporate Overview Net Sales by Business Segment (Consolidated)
Company name NSK Ltd. Other 4%
Head office Nissei Bldg., 1-6-3 Ohsaki, Shinagawa-ku, Tokyo,

141-8560, Japan Precision
Established November 8, 1916 machinery
Capital 67.1 billion yen (as of March 31, 2007) and parts
Net sales 11%

Consolidated: 717.2 billion yen (year ended March 31, 2007)
Non-consolidated: 446.6 billion yen
(year ended March 31, 2007)

Employees
Consolidated: 23,413 (as of March 31, 2007) .
Non-consolidated: 4,519 (as of March 31, 2007) Automotive products
Group companies 550/0

Within Japan: 22
Outside Japan: 60 (as of March 31, 2007)

Shareholders 26,033 (as of March 31, 2007) As of March 31. 2007

Business Segments

Industrial Machinery Bearings

The industrial machinery bearings business supplies bearings in a wide variety of shapes and sizes, from
miniature ball bearings to extra-large bearings. To better meet the needs of customers, the NSK Group
develops and supplies bearings to be used in various special environments, in addition to those used in
normal environments.

The main business areas for this segment include: general industrial machinery, such as steel industry
applications, railway cars, and machine tools; electrical equipment and IT products, such as home appliances
and personal computers; as well as aftermarket services for maintenance and repair needs.

Automotive Products

The automotive products business features automotive bearings, such as hub unit bearings and needle
bearings, as well as automotive components, such as electric power steering (EPS) systems and automatic
transmission (AT) parts.

The NSK Group continues to provide high-performance, high-quality products from its worldwide
production sites, improving the safety, comfort and fuel-efficiency of automobiles, all of which are demanded
by society.

Precision Machinery and Parts

The precision machinery and parts business features linear motion products. These mainly include ball
screws and linear guides that enable high precision and rapid positioning, mechatronics products such as XY
tables and megatorque motors, and photofabrication equipment for the manufacture of liquid crystal display
(LCD) color filters that utilizes ultra-precise positioning technology.

Precision machinery and parts are used as core components in semiconductor and LCD manufacturing
equipment, industrial robots, machine tools, and medical devices. In this way, the NSK Group is meeting the
diverse advanced-technology requirements of customers around the globe.
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Global Business Sites

The NSK Group has established 56 production sites in 13 countries, 125 sales offices in 25 countries, and
12 technology development centers in 9 countries. This global network is coordinated from regional
headquarters responsible for the Americas, Europe, ASEAN, and China, which provide responsive business
management to meet the needs of each region in a timely manner. Through close cooperation with the
business and functional headquarters in Japan, the group’s global network is promoting strategic operations
in order to achieve its objectives in each business area.
In developing its business globally, the NSK Group is promoting its corporate activities with the aim of
always being a necessary and contributing member of the societies and regions where it operates.

NSK Sites Worldwide
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The NSK Approach

Committed to Remaining an Entity
Necessary to Society

The NSK Group has grown with the development
of industry around the world. Today, our products
are used wherever things are put into motion—
from home appliances such as vacuum cleaners
and washing machines to transportation
equipment such as automobiles, trains, and
airplanes, as well as industrial machinery used in
the manufacturing sector. In 2006, NSK celebrated
its 90th anniversary. | would like to talk about the
roles the group should play in the future in order
to remain a company that is necessary to society.

With the exireme weather and a mild winter
worldwide, fiscal 2006 aggressively stressed the
need to focus on global warming. The problem of
global warming was taken up by the United
Nations and the Davos Forum,* and discussions
on the topic will inevitably increase. Looking
ahead, the continued pursuit of further energy
conservation is vital in reducing CO2 emissions.

In 1991, we established a mission statement
that reads, “NSK aims to contribute to the well-
being and safety of societies and to protect the
global environment through its innovative
technology integrating Motion & Control. We are
guided by our vision of NSK as a truly
international enterprise, and are working across
national boundaries to improve relationships
between people throughout the world.” This
mission statement makes clear our commitment
to contributing to the protection of the global
environment and the development of humanity
and society. This is, in other words, the objective
of NSK’s very existence.

The NSK Group’s mission is to control friction
and reduce energy loss in mechanical devices to
as close to zero as possible. | now keenly
appreciate that our greatest corporate social
responsibility is to deliver to the world products
that fulfill this mission. With that goal in mind, we
are driving NSK’s business forward, aiming to
have the group’s products incorporated into
machines all over the world.




Top Commitment

NSK’s Global Operations Provide the
Highest Quality Products and Services
to Reduce Energy Loss Worldwide

Enhancing Total Quality to Fulfill
NSK’s CSR

In our mid-term business plan established in
2006, we specified our vision to become No. 1 in
the industry in terms of total quality. This is a
declaration of the NSK Group’s determination to
give shape to its mission statement and fuffill its
social responsibility by remaining completely
committed to quality, which is the fundamental
principle of manufacturing. This commitment to
quality extends beyond product quality and means
being able to guarantee the highest quality in all
tangibles and intangibles produced by NSK,
including services and information. It also means
being able to provide the greatest satisfaction to
stakeholders in and outside the company.

Enhancing the quality of our business services
and work processes in the areas of production,
sales, technology, and management is critical to
this commitment. Accordingly, it is important that
all employees take initiative and engage in their
daily work with a sense of challenge, all moving
toward the goal of becoming No. 1 in total quality.

Manufacturing is reliant upon such earnest
employee enthusiasm and built upon their day-in
and day-out efforts. Going forward, we will
continue to focus on building and developing our
manufacturing and human capital, which together
form the basis of the group’s efforts to provide
customers and other stakeholders with satisfaction
through the highest quality products and services,
while also contributing to the prevention of global
warming.

Innovation through a Change
in Perspective

Looking hard at our vision for the NSK Group in
2016, the year the group will celebrate its 100th
anniversary, “Changing Your Perspective” was
made a key slogan in the current mid-term
business plan. This slogan is a message that
expresses the need for a change in thinking—the
need to take a completely new view, a different
way, and a new approach. | want each employee
to channel this slogan into innovation, creating
future technology of instrumental value to

the world.

This mind-set was given form when NSK held
the “Smooth Sailing for BEARING—NSK Bearing
Art Exhibition” in the Omotesando area of Tokyo in
November 2006. This collaboration of artists and
NSK engineers led to the creation and display of
works of art made by adding the ideas, colors,
and designs of artists to NSK’s products. It was
thrilling to see what for us had been familiar-
looking products transformed before our eyes into
interesting and fun objects through the ingenuity
of the artists. | think NSK’s employees and many
other visitors got a sense of the functions of
bearings and the possibilities of this technology.

| would like us to embrace changing
perspectives in the future, and to create a
virtuous cycle in which the playful spirit of
engineers is brought to life and given to society.

July 2007

Seiichi Asaka
President and Chief
Executive Officer

*Davos Forum

Annual meeting of the World Economic Forum held in the Swiss resort of Davos, where political
and business leaders from around the world gather to discuss global politics and the economy.
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NSK in the Car

The automobile has become indispensable to modern life. The NSK Group contributes to the reliability, safety, and comfort
of automobiles and to environmental friendliness by researching, developing, and producing many of the parts involved in
running, turning, and stopping cars. Including the 100-150 or so bearings used in each automobile, the group is continuing
to deliver to the world high performance and high-quality products that determine the quality of cars.

I Electric Power Steering g Hub Unit Bearing
(EPS)

EPS uses the motor’s power to aid in the
operation of the steering wheel. This system
helps save energy compared to hydraulic
steering because the motor is activated only as
much as needed according to the movement of
the steering wheel. The NSK Group views the
ideal system as one that gives a sense of the
car being an extension of the driver, and
translates the data it obtains during test-drives
into advanced electronic controls, which make
comfortable driving a reality.

VY
|

Hub unit bearing

Wheel bearings are important parts that enable
tires to turn while supporting the weight of the
car. The hub unit bearing is a product that
brings these wheel bearings and the surrounding
parts together into a single unit, making the
parts smaller while maintaining their durability.
By also incorporating a high quality antilock
brake system (ABS)* sensor, NSK’s hub unit
bearings contribute to safe and comfortable
driving.

Engine Parts and
Electrical Accessories
e

@7 Alternator bearing
(D)

The bearings and related parts that are
incorporated into a car’s engine, which is called
upon to provide high performance and reliability,
and the surrounding electrical accessories, such as
the air conditioning compressor that enables a
comfortable cabin temperature, must be highly
durable to withstand exposure to the extreme
temperature and vibrations produced by the engine.
The NSK Group’s advanced technology gives life to
the bearing for the water pump, which continually
circulates coolant through the engine, the alternator
bearing, which provides a steady supply of
electrical power, and other bearings.

I Automatic Transmission (AT) Parts

The AT automatically shifts gears depending on the speed of the car and the state of acceleration or
deceleration. Complicated and delicate technology known as friction control is needed to efficiently
transmit the engine’s rotational force and shift gears smoothly. The NSK Group’s AT parts, which
contribute to improved fuel economy, are introduced in detail on pages 9-10.

AT Advancement

By freeing the driver of the need to change gears, and providing an environment in which he or she can
concentrate on operating the steering wheel and brakes, ATs make possible the manufacture of cars that
anyone can easily drive. Further, every year developments in AT technology are improving vehicle fuel
economy, which used to be a challenge. At present, the prevalence of AT cars in Japan has reached
95%, a figure that would seem to indicate carmakers have responded to the needs of the market.

*ABS: A device that uses electronic controls to prevent the wheels from locking when braking abruptly or when braking on a slippery road.
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What NSK Can Do About Global Warming

Global warming is becoming a major concern nowadays, and automobiles are considered to be one of the causes. What can
the NSK Group, whose automobile-related products account for 55% of total sales, do to reduce CO2 emissions from cars?

Below is an account of how a variety of people who work at the NSK Group are taking up the challenge of preventing global
warming, using AT parts—for which the NSK Group commands a large share of the market—as an example.

IRapidIy Advancing Global Warming

Recent years have witnessed the occurrence of
abnormal weather, including more intense hurricanes
and extremely warm winters, which are raising
concerns about the effects of global warming. With the
first commitment period*' for the reduction of
greenhouse gases established under the Kyoto Protocol
set to begin in 2008, the prevention of global warming
has increasingly come to be recognized as an
important challenge for all of humankind. Naturally, as
a responsible member of society, the NSK Group is
committed to reducing the emission of greenhouse
gases from its business activities. At the same time,
the group sees that aggressively helping to solve the
global warming problem through the production of
more environmentally friendly products and services is
highly important.

Lead-up to Energy Conservation in
Automobiles

C02 emissions comprise the majority of greenhouse
gases. In Japan, the transportation sector accounts for
about 20% of CO2 emissions, of which automobiles
account for about 90% (Figure 1). Recent trends
related to the reduction of CO2 emissions from
automobiles include revisions to the Act Concerning the
Rational Use of Energy and the adoption of tax breaks
for low-emission vehicles (LEVS). Consumers, especially
those who are highly aware of environmental issues,
are increasingly opting for more environmentally
friendly cars, such as LEVs and hybrid vehicles.
Accordingly, the demand for improved fuel economy in
automobiles is growing year by year. In response to

Figure 1 Breakdown of CO2 Emissions in Japan
(Fiscal 2004)

this demand, the NSK Group is aggressively
recommending its technology that can help increase
fuel economy to car manufacturers.

Contributing to Improved Fuel Economy

through Development of AT Parts
Means for improving fuel economy include increasing
engine efficiency; decreasing vehicle weight; reducing
air resistance, rolling resistance of tires, and drive train
loss; and improving fuels. It is said that in Japan, ATs,
which automatically shift the gear ratio in the
transmission—the core of the drive train system—have
a prevalence of over 95%. The NSK Group supplies
many of the parts that go into these ATs. Increasing
the performance of each of these parts will help
reduce energy loss worldwide.

With an AT, the higher the number of speeds, the
better the engine can maintain an efficient rpm rate,
which has the benefit of increasing fuel economy.
However, increasing the number of parts creates the
challenges of increased weight and a larger AT. An
increase in the number of gears, a reduction in size
and weight, and improved efficiency all need to be
achieved to attain both good fuel economy and a
comfortable, roomy passenger cabin.

There is a high level of parts integration in an AT,
and so increasing the performance of each individual
part is critical to overcoming these challenges and
meeting the demands of society. The NSK Group is
taking up the additional challenge of increasing
automobile fuel economy by bringing together
technologies to control friction and make steady
improvements, aiming to reduce transmission energy
loss to zero.

Figure 2 Percentage of AT Transmission Loss
Accounted for by NSK’s Products

CO02 emissions by sector €02 emissions
Other 0% in transportation sector

Waste 3% ——— \ R "~ - - - - - - S TTUTN
Indusfrial process 4% —

Transportation

A Gross emissions
Services 1,286 billion tons
and other co:

18% 2

Energy |
transformation |
6%

X Other
Transmission efficiency Tqrque converter
70-80% il pump

0il viscosity

Percentage of AT transmission loss

AT transmission loss accounted for by NSK’s products

Prepared from data from the National Institute for Environmental Studies and
the Greenhouse Gas Inventory Office of Japan (GIO).

*1 First commitment period: The period during which the quota for reducing average greenhouse gas emissions against 1990 levels should be met (2008-2012).

Japan’s quota is a 6% reduction.
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NSK Group’s Efforts to Increase Fuel Economy

Below is a description of NSK Group AT parts that particularly increase fuel
of NSK’s efforts to create these parts.

economy as well as an account

Lock-up Clutch

A device known as a torque converter is
used in the AT to enable the vehicle to
run smoothly. But, while the torque
converter allows smooth transmission of
power, it also creates energy loss through
slippage. A lock-up clutch functions to
improve fuel economy by limiting slippage
and transmitting the engine’s drive power
with @ minimum amount of waste. The
lock-up clutch’s performance depends on
a composite called friction material that is

Celsius. There are cases in which friction
materials developed by the NSK Group
have improved automobile fuel economy
by about 1% by facilitating smooth
operation from low gear. Although there
are many difficulties, they only make the
work more worthwhile.

Lock-up clutch mechanism

When clutch is
. disengaged .

When clutch is | §\
engaged | / &

Takayuki Watanabe
Staff Assistant Manager,
Friction Products Group,
Products Technology Office,
Engineering Department

just 1 millimeter thick. & \
Every day we _gr?pple Wltr,] the 1 Transmission 1 Transmission r: i \
development of friction materials that | through ATF*! I through ATF K i
enable smooth motion while resisting + Transmission \ k
wear and tear and withstanding an through clutch \'
Lock-up clutch ﬂ ‘1

extreme temperature range from sub-zero [ |
to instances that exceed 300 degrees

NSK-Warner K.K.

°

Needle Roller Bearing Planetary Shaft

The AT has a complicated mechanism,
since it takes the place of the driver

Comparison of Frictional Torque Between

and automatically changes the g 100
combination of gears. = 90 -
There is a push to increase the § 8.0 =
number of gears while also making them . 7.0 P é
lighter and more compact in order to g 60 — ©
improve automobile fuel economy. % ig ] =
However, this creates harsh conditions for 2 20 A ~ ~
the bearings, including high-velocity S 0 1 T o Comentomapart .
rotation and miniaturization, which results oA Fun complement neede roler bearings
P - B Developed part:
in increased friction torque and shortens Cage and roller assembly

1000 2000 3000 4000 5000 6000

bearing life. 0 ) 00 ,
Rotating speed of the pinion gear min-1

The bearings in a part known as a
planetary gear endure particularly severe

Aya Kikuchi conditions. In response, we have

hBleeqle RToller: | developed a special heat-treated planetary
earing lechnology *2
Department shaft that attaches to a cage* and

needle roller bearing assembly. The shaft
succeeded in reducing friction torque by
about 40% while ensuring durability.
Every day we work to develop bearings
that are durable and yet slim enough to
fit in the limited space within the AT,
and are thrilled when trial results turn
out good.

Automotive Bearing
Technology Center

Conventional Bearings and Bearings with a Cage

7000

Sun gear

Cross section of a Planetary Gear =
Ring gear

Pinion gear

Planetary
shaft

Producing Better Products with Cooperative Manufacturing rather than

Contract Manufacturing

Manufacturing ) ) » )
Many new materials have been developed to increase the durability of products. Also, rotational torque needs to be

reduced to increase fuel economy. Processing new materials is not easy, and it is difficult to achieve stable and
consistent high-precision processing while maintaining productivity. However, we have opened up the way to mass
production by steadily repeating a variety of tests designed to overcome this challenge. We struggle during the trial
period, but are greatly relieved once we enter mass production and achieve stable production. We are committed to
maintaining a close exchange of information in order to produce new products that meet the advanced requirements of
R&D centers and engineering divisions. The number of instances in which feedback from us to the engineering division
has been accepted has increased. We work hard every day, believing that cooperation among departments is necessary
to produce better products.

Assistant Manager,
2nd Production Section,
Saitama Plant
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*1 ATF: Automatic transmission fluid. The fluid in the torque converter that transmits the drive power.
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*2 Cage: A part that maintains the space between rolling elements (balls or rollers) as they roll between the inner and outer rings,



Research

Accumulation of Studies and Experiments Leading to Highly Reliable Bearings

The size and torque of bearings need to be reduced to increase fuel economy. At the same time, making bearings

smaller and thin-walled generally decreases their durability and shortens their lifetime. When bearings take heavy loads
and are used for a long time, metal fatigue occurs on the surface of the balls and rollers where they come into contact, \
which can result in damage known as spalling. | am researching how to maintain the durability of bearings even under N

harsh conditions by studying the cause and mechanism of spalling.

| think R&D generally projects a strong image of creativity. There are times, however, like this, when the need for
development is stimulated from the damage materials suffer. When | clarify the cause of breakage based on detailed
studies and propose certain measures, | am sometimes concerned whether my ideas were really correct. | am very
happy and relieved when | hear reports that my measures were implemented and that they decreased problems. In the
future, | will continue to research bearings that can provide greater reliability and improved fuel economy in order to
meet more sophisticated customer requirements

/|

Hideyuki Uyama
Materials Laboratory,

Basic Technology Research
Center, Corporate Research &
Development Center

Kenichi Abe

Manager, Drive Train Bearing
Technology Department,
Automotive Bearing
Technology Center

The NSK Group uses NSK BRAIN, the
group’s own bearing performance
simulation software, to pursue the most
appropriate designs to meet customers’
actual needs. The group is contributing to
improved fuel economy by developing
bearings that cut torque 20-40% more
than conventional products. This is
done by using materials with longer
operating lives, employing special heat
treatment techniques, revising the
microgeometry inside bearings, and
improving processing precision.

In my daily work, | meet repeatedly
with people in research and manufac-
turing to help overcome technical

Comparison of Frictional Torque between a
Conventional Tapered Roller Bearing and a
Low-Friction Tapered Roller Bearing

Frictional torque N-m

3.0

20

-~

e
|

|

s Conventional tapered roller bearings

s DeVelOpE part:
Second-generation low-torque
tapered roller bearings

1000 2000 3000
Rotating speed min-

20-40% reduction
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challenges based on data obtained from
experiments and analyses. With
increasingly stringent customer
requirements, we are working to make
optimal designs, achieving longer
operational lives, lighter weights, and
lower torques.

Moving towards a Proposal-Based Business that Showcases NSK’s

Technical Prowess

Marketing’s most important role is to be quick to identify customers’ needs and to accurately communicate that
information to each concerned department within the group. Accordingly, it is important to visit customers often and to
build good relationships.

In order to grasp customers’ needs accurately, one needs to acquire knowledge of a wide range of topics, not only
about the NSK Group’s products, but also automobiles, ATs, and regulatory trends in general, both in and outside of
Japan. It is only after meeting with customers repeatedly, armed with this knowledge, that one can truly understand
customers’ needs.

| am determined to continue challenging myself to reach an even higher level of marketing prowess. As part of that
effort, | want to undertake a proposal-based business, which will make an aggressive appeal on behalf of the NSK
Group’s technology.

Daisuke Kataura
Mid-Japan Automotive
Department
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ITrends in the AT Market

Improving automobile fuel economy has increasingly
become an important issue as society’s environmental
awareness grows, as fuel economy regulations are
strengthened around the world, and as the use of cars
spreads rapidly in emerging markets such as China
and India.

Car manufacturers are responding aggressively by
creating more fuel-efficient vehicles, as typified by the
development of the hybrid car, and various other
technologies are anticipated to be rapidly developed in
the future.

IFuture Path the NSK Group Should Travel

The NSK Group has developed a number of
technologies that contribute to improved fuel economy,
but it must now meet increasingly strict requirements.

Customer Comment

From now on, the NSK Group needs to not only
improve the performance of each of its individual
products, including increasing efficiency and decreasing
weight, it must also achieve these goals while
considering integration with related parts. To that end,
different departments and business sites, and
sometimes customers and business partners, need to
transcend their established barriers and work together
to build products. The development of products and
technologies based on completely novel ideas will also
become necessary.

With production and sales bases located worldwide,
the NSK Group will form even stronger partnerships
with carmakers and parts manufacturers in different
countries and regions than it has in the past. The
global adoption of fuel-efficient technologies proposed
by the NSK Group will accomplish the group’s stated
goal of reducing energy loss worldwide.

The NSK Group is dedicated to the steady work of
reducing energy loss worldwide.

Innovative Technology Development that Contributes to the Global Environment

Aisin AW Co., Ltd., whose strength is in ATs, has continually worked to develop new technologies in
order to deliver to the world the products that the times demand. During that process, we have
sometimes sought the cooperation of NSK. NSK has superior technical capabilities, and if the people at
NSK say something would be difficult, their credibility lets us believe it.

In 2006, after a three-year development period, our company finished developing a highly fuel-
efficient eight-speed AT, having added two speeds to the previous six-speed AT and increased the

torque capacity by 22%. NSK provided the bearings and friction material needed to decrease the size of
the components while increasing efficiency. | believe the eight-speed AT is an ideal, but the needs of
the market will be inexhaustible. We will continue to count on NSK’s innovative technical capabilities to
exceed the high standards of the marketplace.

Among the younger generation, which is highly aware of the environment, the market needs have
shifted to hybrid cars and light cars that produce minimum exhaust fumes. These cars make use of the
knowledge and technology that Japan has built up due to its lack of resources. Both Aisin AW as a
company, and | as an individual engineer, want to continue to pursue with NSK the development of
technology that will contribute to the global environment. | think that simultaneously contributing to the
global environment and providing drivers with an uninhibited and comfortable driving experience that
unleashes the fun of automobiles is precisely how we engineers can best make use of our knowledge.

Innovation occurs by continuing to challenge new frontiers. The high quality and superior technology
born of that effort will invariably be passed on to future generations. | am eager to continue working for
a better environment and strive every day to create ATs that lead the world.

Kazuhisa 0zaki
Director, Deputy Engineering Division
Director, AISIN AW CO., LTD.
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Management and Performance
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Management Structure

Corporate Governance

The NSK Group is promoting reform of its management structure, because it views corporate governance as an important
management issue, and simultaneously as the foundation for CSR. The following is an overview of NSK’s corporate
governance approach and framework.

I Corporate Governance Approach

The NSK Group defines corporate governance as a structure under which its executive organization can
focus on business expansion and profitability improvement under the supervision of the Board of Directors.
The NSK Group sees corporate governance as the foundation of CSR, and Article 1 of NSK Group’s
Corporate Governance Code stipulates that the NSK Group shall increase the transparency and soundness of
its management, support the sustainable growth of the company, and further enhance shareholder value by
continuing to fulfill the group’s CSR and ensure an appropriate profit as a company.

I Corporate Governance Framework

NSK operates under a company with committees system. There are three committees in charge of auditing,
compensation, and nomination, and each consists of two independent directors and one internal director.
The chairpersons of the Audit and Compensation Committees are both independent directors. Ultimate
decision-making regarding business execution is carried out by the CEO, following deliberation with the
Operating Committee. The Executive Officers’ Meeting functions as a forum to share information among the
management on matters such as the direction of business development.

Governance Framework

Operational
structure

CEQ (president)

Oversight i i
struetugre Audit Committee

Board of The Audit Committee audits directors’ and
Directors executive officers’ operations.

General Shareholders’ Meeting

: Internal Audit Office Compensation Committee
Operating i o Committee The Compensation Committee decides
Committee ) Compliance Division HQ the compensation policy, including individual
Risk Management Committee amounts, for directors and executive officers.

Committee

Executive Corporate Strategy Division HQ - .

Officers’ Internal Control Project Team Nominati Nomination Committee

Meeting Disclosure Committee The Nomination Committee is responsible for
Committee

director candidate recommendations.

I Internal Controls and Group Governance

NSK is based on a business division headquarters system. With 4 I | organization
. RTIT .« .. locumen

clearly assigned responsibilities for each division, each e B o
headquarters coordinates the NSK Group worldwide. The NSK Eoul s jaterang
Group Management Rules provide a framework for group Management smes -
management. They foster improvement of internal controls for the Internal Define a framework e

. . diti f t 3
entire NSK Group, increase the soundness and transparency of B i princies formaking A

management, and promote efficient management. internal controls function
Sections in Charge of Internal Controls o Reporting
. . . . : i i(
In order to maintain and improve internal controls, the NSK Group oy B et
established the following departments to oversee internal auditing management

and risk management.

The Internal Audit Office supports the activities of the Audit Committee while remaining
independent from the operational structure. In conjunction with the Audit Committee,
Internal Audit Office it conducts internal audits on the legality, appropriateness and efficiency of business
operations. The office also provides guidance and makes proposals for improvements
based on the audit results.

The Compliance Division HQ monitors the company’s observance of laws, regulations, and
Compliance Division HQ corporate ethics regulations, while carrying out the necessary planning and execution of

Risk Management Committee compliance initiatives. The Risk Management Committee investigates measures to prevent
disasters and accidents, while also dealing with unforeseen emergencies when they arise.

The Corporate Strategy Division HQ controls management risks, planning of management

Corporate Strategy Division HQ policies, monitoring of policy implementation, and achievement status. The Internal
Internal Gontrol Project Team Control Project Team carries out verification of operational processes relating to financial
Disclosure Committee reporting, while the Disclosure Committee ensures the proper and timely disclosure of

company information.

13 NSK CSR Report 2007



Group Initiatives

* Versions that are modified
or supplemented as
necessary to reflect local
cultures.

NSK Group News

A company newsletter that
featured articles on the
prevention of insider trading
and the protection of personal
information.

Compliance and Risk Management

The NSK Group believes that compliance and risk management is the key to earning the
confidence of stakeholders. Therefore, the group is working hard every day to ensure the
effectiveness of its compliance and risk management systems.

I Compliance NSK Code of Corporate Ethics
NsK COde of cOrporate Ethics [1] NSK Corporate Ethics Policies
. K X 1) NSK aims to continue to prosper as a company
The NSK Group requires that its directors and employees that can bz ;e;peqtﬁq and trusted,lby geinq |
adhere to the NSK Code of Corporate Ethics. In fiscal 2008, Scere and fair wihin international and regiona
the NSK Group made major progress in building a global 2) NSK will comply with laws that are related o its
. A . various corporate activities. Moreover, as a
compliance system, as many of the group companies outside corporate citizen, NSK will conduct tself in the
Japan established local versions* of these ethics regulations. highest ethical manner.
. . [2] NSK dee of cnpduct concerning Legal
Compliance Framework and Employee Education Compliance (Main Categories)
. o 1) Compliance with anti-trust laws
The Compllance Division Headquarters of NSK creates 2) Compliance with export-related laws
H ; H : 3) Prohibitions of commercial bribery
compliance regulations, provides education, and conducts 2) Transaction with the public agencies and

audits of the compliance status for the NSK Group. With the handling of political donations
L. . ) Accurate recording and processing

goal of raising compliance awareness, the headquarters began ) Prohibitions of insider trading

_ ; P ) Handling of intellectual property
an e-learning course in fiscal 2005, and 9xp§nded the range ) Prohibition o illegal activities and anti-social
of personnel required to take the course in fiscal 2006. As a behavior

. 9) Protection of company assets

result, almost all the directors and employees of the NSK Handling of corporate secrets
Group in Japan have taken the course. In addition, the group
has held seminars on individual compliance topics, published
feature articles in the company newsletter, NSK Group News,

XN T

10)

11) Honest relationships with customers
12) Fair Trading with suppliers

13) Fair competition with competitors
14) Cultivation of a sound workplace

[3] Penal Regulations and the Establishment of

and made other proactive efforts. Liaison Office
. . Penal Regulations
Compliance Hotlines Establishment of a Liaison Office

With the goal of discovering illegal conduct as soon as
possible and taking appropriate actions, the NSK Group
operates a hotline for reporting compliance concerns. In fiscal
2006, a new hotline staffed by an outside lawyer was
established, in addition to the in-house hotline. The system
allows callers to remain anonymous, and they are protected
from any negative repercussions that may arise from reporting
information.

A compliance education session for new employees

I Risk Management

Approach to Risk Management

The NSK Group considers risk management to be an especially important activity, in order to prepare for
unforeseen circumstances such as natural disasters, accidents, and contagious disease epidemics. When
planning risk-management measures, the highest priority is placed on human life in the event of an
emergency. The group also takes measures to fulfill its responsibility to maintain a stable supply of products
to customers.

Risk Management System

In 2002, the Risk Management Committee was established reporting directly to the NSK president. Its
purpose is to broadly manage any kind of risk that might be encountered relating to the businesses
managed by the NSK Group. The Risk Management Committee enables the management team to deal with
the significant risks posed by earthquakes, fires, and environmental pollution. The committee also evaluates
and implements prevention and maintenance measures, while also examining and carrying out the proper
actions during an actual emergency.

Fiscal 2006 Measures

As part of the business continuity plan at the time of a large-scale disaster, the group built a system in
fiscal 2006 that can maintain the head office functions in the event of a major catastrophe in the Tokyo
region. Furthermore, the NSK Group has been drafting a business continuity plan that is premised upon an
earthquake in the Tokai region. Outside Japan, a disaster-prevention network is also being constructed to
help protect production plants.

NSK CSR Report 2007
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Message from the Executive

Gaining trust from stakeholders,
we are aiming to be No. | in the industry
in terms of total quality.

Kazuo Matsuda

Senior Vice President

Head, Business Development Division Headquarters
Head, Compliance Division Headquarters

The NSK Group’s business is supported by and dependent on a wide range of stakeholders,
including customers, suppliers, shareholders and other investors, members of local communities,
and all employees who work at the NSK Group. With the support and cooperation of these
stakeholders, | would like the NSK Group to get back to the basics of manufacturing, and steadily
fulfill its responsibility as a manufacturer to realize its vision of becoming No. 1 in the industry in
terms of total quality, as declared in the group’s mid-term plan.

As an important effort toward that end, in fiscal 2006 we provided systematic quality
education to employees engaged in manufacturing, as well as to employees in technology
departments and headquarters divisions. Quality refers to across-the-board quality in each
employee’s work process in addition to product quality. Manufacturing is not only dependent on
people directly involved in production, but also the people who support it indirectly. To become
No.1 in terms of total quality, | believe it is important to enhance all the employees’ work levels.
Further, | would like to create lively work environments by establishing a Diversity Development
Team and increasing diversity among employees and work styles.

In the old days, our plants were located in rural areas, but the spread of urbanization changed
our surroundings drastically and increased the importance of our relationship with the community
surrounding us. In fiscal 2006, we invited local elementary school students to a science class for
children. The children, who will lead the future, had the opportunity to experience the fun and
excitement of science experiments with friction.

In the future, as we actively engage in dialogue with stakeholders, we will continue pursuing
the goal of becoming No. 1 in total quality.

Activities of the CSR Project Team

The CSR Project Team has continued to regularly hold group-training sessions, introduce
activities contributing to local communities to employees via NSK’s intranet, and help prepare
the CSR report in order to diffuse CSR awareness throughout the NSK Group. In addition to
these activities, in fiscal 2006 the team held a combined science class for children as well as
plant tours (see page 25 for details) aiming to communicate with local communities and foster
the next generation. Many of the elementary school students, teachers, and guardians expressed
their gratitude, saying how much fun the class was and requested that NSK hold similar events
in the future. NSK views this event as a valuable opportunity for employees and people from — 2
surrounding neighborhoods to interact, something they normally don’t have the chance to do. Group training sessions for new employees

(with sign-language interpreting)
Inception of the CSR Office
In June 2007, NSK established a CSR Office with the CSR Project Team as the parent organization to further strengthen the group’s
CSR activities. By further disseminating NSK’s corporate philosophy within the group and supporting the clarification and handling of
CSR issues, the CSR Office will work to ensure that each employee can contribute to society through the NSK Group’s main business.
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Building Stable Relationships with All Stakeholders

In recent years, there has been growing concern over the practice of corporate buyouts intended for the purpose of short-
term gain at the expense of stakeholder interests. In order to prevent any damage to NSK’s own corporate value and also
build stable relationships with stakeholders, the NSK group has established the following policy:

Basic Policy Concerning Parties Who Gontrol NSK’s Decisions
on Financial and Business Policies

The NSK Group is built upon a wide array of mutual relationships with various stakeholders, including
shareholders and other investors, customers, suppliers and distributors in and outside Japan, local communities,
and employees. NSK believes that the NSK Group’s mission is to increase corporate value by devoting itself to
its main business while fulfilling its social responsibilities to all stakeholders by keeping the NSK Group’s
operations optimally balanced in all aspects of society, the environment and the economy.

NSK is a joint-stock corporation that is publicly traded on the stock market. Accordingly, NSK understands
that the shareholders who have invested in NSK also entrust NSK’'s management to function as its executive
team. In line with this understanding, NSK regards parties who control decisions on NSK’s financial and
business policies as ultimately subject to shareholders’ judgment. Therefore, NSK believes that decisions to
approve or reject the acquisition of a large amount of NSK’s stock should ultimately be left to the judgment of
the shareholders.

However, NSK recognizes that a growing number of such large-scale stock acquisitions are being revealed
in Japan’s recent capital market, as motivated by individuals’ desire for short-term gain while ignoring the
existence of the stakeholders who make up the very basis of the targeted company’s corporate value. NSK
cannot deny the possibility of such abusive large-scale stock acquisitions. If NSK should receive a proposal to
buy a large volume of stock, after deliberations about the propriety of such proposals, the executive team
would offer the shareholders and investors the results of the discussion as well as its opinion, enabling
shareholders and investors to form proper judgments. The executive team sees it as its responsibility to do so,
as the shareholders have entrusted it with NSK’s management.

The foregoing is NSK’s Basic Policy Concerning Parties Who Control NSK’s Decisions on Financial and
Business Policies (hereinafter referred to as the “Basic Policy”). NSK is currently considering implementing
specific measures to realize this Basic Policy. Specifically, NSK is considering forming a project team composed
of members including outside professionals such as lawyers and financial advisers who are knowledgeable
about corporate buyouts. The team would monitor the status of the company’s stock trading on a daily basis,
and analyze and assess moves to acquire large volumes of the company’s stock when the signs of such moves
are identified. This would create an in-house system that could enable NSK’s executive team to flexibly
deliberate the propriety of proposals to buy a large volume of NSK’s stock when they are received, and to
provide shareholders and other investors with the results of those deliberations and its opinions.

NSK will make an announcement about these measures in an appropriate and timely manner, in conformity
with applicable laws, regulations, and securities exchange rules, once an official decision has been made.

In addition, based on the philosophy expressed in NSK’s mission, in February 2006 NSK established a
three-year mid-term plan that will be in force until 2008 (hereinafter referred to as the “Mid-Term Plan”), with
the purpose of increasing NSK’s corporate value. In this Mid-Term Plan, NSK has set out “To Become No. 1 in
Total Quality.” Being No. 1 encompasses the quality of all services in addition to the quality of products, which
is the foundation of NSK’s reputation as a manufacturer. In an effort to achieve this mid-term vision, based on
NSK’s two major basic policies of driving forward its growth strategies and profitability enhancement on
structural reform, NSK is pursuing profitability-focused growth and striving to build a company that is strong
regardless of a larger size. This comes in addition to intensively promoting a policy of: (1) reinforcing
manufacturing capability; (2) reinforcing product development capability; (3) reinforcing overseas profitability; and
(4) reinforcing global management capability. Moreover, NSK sees its social responsibility as reducing the
world’s energy waste through its business. Accordingly, NSK is striving to steadily raise the level of its
environmental management and build relationships of trust with various stakeholders. In this way, NSK will
contribute to the protection of the global environment and the sustainable development of society.
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The NSK Group’s Stakeholders

The NSK Group is built upon interpersonal relationships with a wide range of stakeholders,
and believes that it is important for the group to build better relationships with these
stakeholders through communication.

Shareholders and Investors

In recent years, shareholders and investo
have been increasingly calling for

management to maintain a good bala
among social, environmental, and €
factors. Meeting these diverse and
expectations and disclosing appro
information in a timely manner a
NSK Group’s mission.

Future Generations

The NSK Group sees children and students,
the bearers of the future, as important
stakeholders. The group hopes to hand over
an abundant and sustainable environment
and a stable society to future generations.

NSK CSR Report 2007
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Custome
pp.19-

Suppliers
pp.19-20

Customers

The NSK Group’s customers are companies
and the final consumers who use the
devices and machines that are built with
NSK’s products. The group contributes to a
sustainable society by identifying the needs
of customers and always providing high
quality, safe, and reliable products.

Suppliers

The NSK Group conducts its business
based on cooperative ties with a wide
array of suppliers—from steel
manufacturers who provide the main
raw material for the group’s products
and parts to lubricant makers and
component manufacturers.

Employees

The NSK Group regards it as its
responsibility to respect individuality
and to create conditions in which all
employees, whether full-time,
temporary, or part-time, can
contribute to their fullest potential.

Bearings Cross Over to the
World of Art
NSK Bearing Art Exhibition

In November 2006, NSK held the “Smooth
Sailing for BEARING—NSK Bearing Art
Exhibition” in Aoyama, Tokyo as an event to
commemorate the group’s 90th anniversary.

What would happen if you crossed art with
the NSK Group’s technology, two things that
seem to have nothing in common at first
glance? This event was born of this kind of
grand experimental spirit. The cooperation of
artists, who have innovative ways of thinking,
and NSK’s engineers, who perpetually push
forward technological development, resulted in
an exhibition that produced unexpected
discoveries and excitement. With more than
10,000 visitors over the five-day period, many
people enjoyed the joint exhibition of bearings
and art.

The NSK Group will continue to support
cultural and arts activities through
opportunities such as this exhibition, and to
create occasions to obtain novel ideas that
could produce the technology of the future.
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18



Social Report

Relationship with Customers and Suppliers

The NSK Group’s business activities are dependent upon its partnerships with customers and suppliers. This section
presents the overall picture of the group’s relationships with its customers and suppliers as well as a description of
current initiatives.

Approach and Policy

The NSK Group is steadily enhancing its solution-providing capabilities so that it can offer advanced
customer-focused solutions. The group is also working to deepen its positive and close cooperative
relationships with customers and suppliers. Moreover, the NSK Group is committed to upholding its
high moral and ethical standards in its dealings with both customers and suppliers, to conducting
fair trade, and to maintaining the integrity of all its businesses.

I Partnerships

The NSK Group’s business is dependent upon its partnerships with customers and suppliers.

When an NSK Group customer is in the process of developing and designing forward-looking products,
NSK personnel will maintain a steady exchange of information with the customer and participate in
technology meetings at the customer’s sites. When the group works closely with its customers, it is able to
offer solutions that draw upon and combine together the group’s information, technology, and know-how. In
a mutual fashion, the NSK Group is able to upgrade its overall level by improving its own development,
design, and manufacturing capabilities using the information, design support and technology provided by
its customers.

Conversely, in order to meet the needs of its customers, the NSK Group communicates its own needs to
its suppliers, whom it requests to perform development, design, and manufacturing work. In this
relationship, the NSK Group provides design support, the supplier proposes a range of product designs, and
both sides give and receive technical support, all of which translates into enhanced technology and product
value throughout the supply chains of the NSK Group.

Relationship with Customers and Suppliers

¢ Design support * Design support
e Technical support e Provision of technology and information
Needs Needs

Suppliers NSK Customers Products
—— ——

Response Response
 Proposals ¢ Proposals
e Technical support e Information

¢ Technical support
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I Customer Satisfaction

The NSK Group is endeavoring to raise customer satisfaction by being exhaustively particular about quality—
not just the quality of products, which are a manufacturer’s basic concern, but total quality, including all the
information and services provided by the group. NSK wants customers to take pleasure in using high quality
products and to be repeat buyers. To that end, the Quality Assurance Division-Headquarters is leading an
effort to build a system for raising employee awareness with the aim of becoming an even stronger
company that is trusted by customers and society at large.

NSK Product Development System

The NSK Product Development System (NPDS) ensures the efficient and stable production of high-quality
products requiring advanced technology all along the flow path from the receipt of an order through
development, design, and trial manufacturing to mass production. The NPDS Council is convened when a
new request for consideration is received from a customer. Members of the relevant departments, including
sales, technology, plants, and quality assurance, thoroughly discuss the matter from a wide range of angles,
including the customer’s requests, product technology and production challenges, sales and profitability,
capital investment, and related patents. These discussions reveal the issues and problem areas and serve to
ascertain whether NSK can produce products that fit the customer’s requests.

Once the council accepts an order, the project is ranked by degree of difficulty. Difficult projects are
tackled by a multidisciplinary team that is formed with members selected from the relevant departments. At
each juncture in the process from development to mass production, the status of the project is reviewed
and a decision is carefully made as to whether the project can move on to the next step. In this way, the
work is pushed forward reliably and swiftly, leading to stable production early on.

Quality Education Program

High-quality products are dependent upon the high-quality work of each individual employee. In order to
heighten total quality, including the quality of information and services, the NSK Group is actively and widely
expanding educational programs to deepen understanding of its philosophy and initiatives on quality. These
programs are conducted for the benefit of personnel who work in the head pm—

office and other administrative divisions, in addition to those who work in
manufacturing divisions.

In fiscal 2006, managers from the plant production divisions, technology
design divisions, and administrative divisions attended the programs. These
educational programs not only impart knowledge; they also include a training ‘
component in which participants must teach what they have learned to Qualty education class
their subordinates.

The NSK Group believes that this program leads to the creation of workplaces where employees can
work enthusiastically by raising awareness among more employees and energizing workplace
communication.

I Proposals, Provision of Information, and Technical Support for Suppliers

The high quality of the NSK Group’s products ensures that its customers achieve an optimum level of
reliability and energy savings in their own products. Suppliers who approach design, development, and
manufacturing with a focus on quality-improvement directly impact the performance of the group’s products,
and ultimately contribute to heightened product performance for customers. Accordingly, the NSK Group
provides its suppliers with all the necessary technical support and places great importance on

close cooperation.

Moreover, the NSK Group has put great effort into the Advanced Production System (APS) activities being
carried out in cooperation with its suppliers. The main objective of the APS activities is to raise corporate
value. These activities, which involve all employees, are designed to thoroughly eliminate muda, mura, and
muri (waste, unevenness, and overburden) in all processes, from product ordering through to delivery. By
improving quality-management technology and management practices, this approach enables the group to
offer customers better products that are competitively priced and delivered on a timely basis.

Since fiscal 2001, the group has been expanding the scope of its APS activities outside the group to
include sharing them with its suppliers. Going forward, the group will continue working to establish the APS
concept and expand the scope of its activities.
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Relationship with Employees

The NSK Group undertakes a range of initiatives to enable employees, who underpin the group’s business operations, to
fully exercise their abilities. Below is a description of the group’s relationship with its employees and the initiatives the
group is undertaking to build up that relationship.

Approach and Policy

The NSK Group sees its human resources as the foundation of the company. The group aims to
cultivate the next group leaders and create a stimulating environment that will motivate employees
with a sense of purpose and job satisfaction.

I Human Resources Development Initiatives

The NSK Group’s fundamental human NSK Group’s Human Resources Development System
resources policy is to give employees— Two years after  Age:

particularly those who show initiative in - %
their thoughts and actions—the time e

and opportunity to improve themselves. "§§ E
In line with this policy, the group offers . E5 g Off JT

a variety of educational and training g °§;§ b gomnedsugtﬁ?n;ef‘i/resrtal
programs. 'g %% t-Mllr?tryoedatzgiory
New Employee Training § L) : R
The first two years in the company are e e aiting
designated as the developmental period,

during which new employees are
encouraged to acquire needed
knowledge and skills, focusing on on-
the-job training (0JT). Each employee is
assigned an OJT manager and a mentor
who systematically oversee daily routine
work to nurture the development of the
new employee. Just before the end of
the development period, new employees
go through a “gate check”—this is a
time for them to sound out their
potential and discuss their next career
step in consultation with supervisors
and the Human Resources Department.

Developing the Next Generation of Leaders

(NSK Management College)

The NSK Group has adopted a year-long program for developing the next
generation of executives. In fiscal 2006, 12 mid-career employees participated
in the Manager Course and 12 management-level employees participated in the
General Manager Course. Through group training sessions the participants, who
are recommended by their workplace supervisors, obtain knowledge and skills
needed as business leaders. What is more, they plan measures to solve
management issues currently faced by the NSK Group and submit a report to
top management.

Voluntary Participation Training (Saturday Business College)

In October 2006, NSK adopted a voluntary participation training system aimed
at improving the business skills of young and mid-career employees. Training
sessions covered topics that are useful in the practice of business, including

business accounting, business communication, and presentation skills. A total
of 148 people have participated.

Dispatch to Study at University and Other Training Programs

The NSK Group also makes available opportunities for study at universities and graduate schools in and
outside Japan, foreign language training, and other specialty training programs in order to foster highly
professional human resources and personnel who are competent in the global arena.

Education and training by
occupation and application

Elective training

Saturday Business College
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*1 Excluding NSK Sales Co.,

Ltd., NSK Human
Resources Services Co.,
Ltd., NSK Logistics Co.,
Ltd., and NSK Net and
Systems Co., Ltd.

*2 Excluding NSK Sales Co.,

Ltd., and NSK Logistics
Co., Ltd.

NSK Manufacturing Education and Training Center

The transfer of technical skills and the improvement of skills levels have
become important challenges at manufacturing sites amid intensifying
global competition and the mandatory retirement of the baby boomer
generation. In May 2005, the NSK Group*' established the NSK
Manufacturing Education and Training Center at its Ishibe Plant in Shiga | :
Prefecture with the aim of developing manufacturing professionals, and also "~ Training of measurement of
opened an intermediate technicians course. bearing clearance

In fiscal 2006, NSK started a professional maintenance course and established a second center at
its Fujisawa Plant in Kanagawa Prefecture, where it began a beginner plant engineer course with the
aim of raising production engineering skills. The group also expanded the area subject to training, and
accepted 10 course participants from NSK Korea Co., Ltd., in order to strengthen the development of
global human resources. Since its establishment, a total of 131 people have been trained at the
Center, and are now active in all the group’s plants.

I Human Resources Assessment Initiatives

The NSK Group’s** human resources system fairly assesses the performance of employees, as well as the
approach and processes that each employee takes in trying to achieve goals. As a matter of principle, the
group provides multifaceted support to forward-looking workers willing to take on challenges.

Performance Agreement System Results of the Fiscal 2006 Performance
The NSK Group adopted a performance agreement system, which is  Agreement System Questionnaire
primarily for main career track employees, in order to conduct Questionnaires distributed 3.055

efficient business activities by aligning the trajectories of the

company’s and employees’ goals. This system goes beyond Questionnaire recovery rate | 92%

personnel assessment to help develop human resources through Response rate 97%
mutual reviews by supervisors and subordinates from the time Level of satisfaction in

goals are set through completion to results follow-up. Each year, a feedback 78%
questionnaire is given to appraisees in order to enhance the (excluding managers)

system. The level of satisfaction in the feedback increases every

year, but the group will nevertheless continue striving to make further improvements.

Self-Reporting System

The NSK Group adopted a self-reporting system to enable employees to demonstrate their full abilities. This
system gives employees an opportunity to submit a self-report directly to the Human Resources Department
once a year, informing it of problems in their current workplace environment, their wishes concerning future
departments and work, personal information that the company should know, and other concerns. Moreover,
employees may have an interview with the Human Resources Department if they so desire; the department
will give them suggestions for solving problems and advice about their future self-development.

Internal Recruiting System

The NSK Group adopted an internal recruiting system to support employees who take the initiative to
develop their careers while also invigorating the company. The offered conditions and number of people
sought is announced through the Human Resources Department, to which applicants can apply directly.
The system enables employees to voluntarily and proactively challenge themselves to take on work they are
interested in.

I Initiatives for Labor-Management Relations and the Work Environment

Employees of the NSK Group are represented by a unitary organization, the NSK Labor Union. Regular labor-
management consultations are conducted by a company-wide labor-management committee (Central
Management Council) three times a year, and by labor-management committees at individual business sites
(Single Unit Management Councils) once a month. These labor-management committees exchange opinions
on a range of topics, including the improvement of working conditions, the company’s management policies,
and daily business activities, thereby invigorating labor-management communication.

I Initiatives for Diversity and Equal Opportunity

The NSK Group promotes a range of diversity initiatives designed to motivate workers by respecting their
values, individuality, and diverse backgrounds.
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Senior Re-Employment System Number of Senior Persons at Work
Since April 2001, the NSK Group has been providing a place (As of March 2007)

of employment to persons over the age of 60, having adopted A Seniors (former union members) 68
a re-employment system (A Seniors) for union members. The M Seniors (former managers) 7
company had been employing senior managers temporarily on ;

an individual basis as needed: but with the enforcement of the | Others (part-time employees, tc.) 2

Revised Law concerning Stabilization of Employment of Older Total 147
Persons in April 2006, NSK adopted a new re-employment
system for managers (M Seniors). As a general rule, the group offers a place of employment up to the
legally mandated obligated employment age, and attempts to match employees’ desires regarding type of
work and work location with proposals from the company. The NSK Group offers a place where healthy
people with a strong eagerness to work can display the rich careers and advanced skills they cultivated in
the group for the benefit of younger workers.

Establishment of a Diversity Development Team

With the establishment of a Diversity Development Team in June 2006, NSK started building a framework that
makes possible the utilization of a wide spectrum of human resources in line with the company’s management
stance of respecting the individuality and potential of each employee. In fiscal 2006, NSK conducted a survey
and analysis to review the workplace environment and systems to create a balance between work and
childrearing. Based on the survey results, the company plans to proceed with efforts to reform awareness in
the workplace and publish a handbook about childrearing support systems during fiscal 2007.

I Initiatives for Health, Safety, and Healthcare

In an effort to create surroundings where employees Number of On-the-Job Accidents
give full rein to their strengths while remaining healthy FY2004 | FY2005| FY2006
in mind and body, the NSK Group is working to ensure

Accidents not resulting

workplace safety and is actively promoting the health 5 ETreeie o i 25 26 20
of its employees. Securing workplace safety is the e o |
basis of management on the manufacturing floor. To celdents resuting in 0 3 6

absence from work
that end, the NSK Central Occupational Health and

Safety Council—held at regular intervals with labor and | Total 2 29 26
management representatives—takes the lead in

encouraging the creation of a safety-first culture that is embraced by all. At the same time, the top
management at each business site conducts safety diagnoses. In these ways, the group makes both subtle
and substantial efforts to promote the health and safety of employees, including their mental health.

I Human Rights Initiatives

The NSK Group provides education about sexual harassment and moral harassment to create environments
in which all employees can work with peace of mind. The group is making an effort to prevent these types
of harassment, especially by managers. By incorporating this kind of education in training sessions for new
employees and new managers, it is also making an effort to heighten awareness among more employees
that sexual harassment and moral harassment are acts of infringement on human rights. Although the group
strives to avoid these problems in the first place, it has established a precautionary harassment help-line
where victims can seek consultation anonymously. If the victim so desires, help-line personnel will
immediately investigate the matter under strict confidentiality. If facts on the issue can be verified, the
company will seek the victim’'s consent and take the appropriate measures necessary.

The “Relationship with Employees” section covers the following companies:

o NSK Ltd. o NSK Steering Systems Co., Ltd. e NSK Logistics Co., Ltd.

e NSK Sales Co., Ltd. e NSK Precision Co., Ltd. e NSK Net and Systems Co., Ltd.
o NSK Fukushima Co., Ltd. e NSK Human Resource Services Co., Ltd.
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Relationship with Local Communities

The NSK Group, which has business sites at over 150 locations worldwide, is reliant upon the
understanding of members of the communities where the company is based.

The group pursued the following initiatives in fiscal 2006 to maintain a harmonious coexistence
with these communities.

Approach and Policy \

Resolute in its desire to be a responsible corporate citizen, the NSK Group undertakes corporate
activities designed to contribute to the communities where the group operates. Leveraging
experience gained in the course of its normal business activities, the group is actively involved in a
wide range of social programs. In addition, the corporate environment fostered at the NSK Group is
one that facilitates employee participation in social activities.

I Social Gatherings with Orphanages (Japan)

Since 1994, NSK Fukushima Co., Ltd., and the labor union have been jointly
holding social gatherings with the Horikawa Aiseien orphanage. At the 20th
event, held in October 2006, 23 employees participated and interacted with the
children. The Horikawa Aiseien sent a thank you letter, saying, “The barbeque
and softball game were fun. Please come again next year.”

Interacting with children through sports

I United Way Day of Caring: Participating in Local Volunteer Activities (United States)

For over 10 years the NSK Corporation has been donating to, participating in,
and supporting the volunteer activities of the United Way Foundation, an NGO in
the United States. The NSK Corporation encourages active employee participation
by treating these volunteer activities as work time. In fiscal 2006, 15 employees
participated as volunteers in a building repair project at the Perry Nursery
School, which is attended by children from low-income families. The volunteers
worked up a sweat setting up play equipment on the playground and painting.

Employees who participated in the
building repair project

I Women’s Charity Marathon for Breast Cancer (France)

Seven NSK France employees participated in a women’s charity marathon for
breast cancer held in Paris, France in September 2006. NSK France covers the
registration fee (30 Euros per person) for this event. The registration fees are
used to further breast cancer research. Cheered on by their colleagues, the
participants ran a 6 km course to the Eiffel Tower. NSK France will continue to
support this event.

Female employees who participated
in the women’s charity marathon
for breast cancer

Developing Together with Local Communities: NSK Brasil Ltda’s Initiatives

NSK Brasil believes that promoting social contribution activities rooted in
the local community invigorates employees as well as the community.
Since the company was established in 1970, it has carried out CSR
activities focused on four core themes: the local community, the
environment, education, and support for economically challenged families. S
The company provides education about the environment, accident
prevention, and traffic safety to local children, as well as nutritional Children who receive food allowances
guidance, health diagnoses, and legal consultation to local residents. In

addition to these activities, the company also donated 11 tons of food and 1,300 garments to local aid
organizations in fiscal 2006. At NSK Brasil, everyone will continue to unite their strengths in activities
that support the development of the local community and the protection of the environment.
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Engaging Future Generations

The NSK Group sees children and students, who are the leaders of the future, as important stakeholders. Below is an
introduction to the initiatives relating to the education and nurturing of future generations conducted by different
business locations of the NSK Group.

Approach and Policy

The NSK Group wants future generations to inherit an abundant and sustainable environment and
society, even as the group contributes to the development of the present generation. The group
conducts its business activities while always keeping future generations in mind, and is making
efforts to provide them with educational and cultural support.

I Children’s Science Class (Japan)

In November 2006, the NSK Fujisawa Plant invited 117 third graders from a
nearby elementary school for a visit, and provided them with a science class to
learn about friction, and a plant tour. About 40 people from NSK’s technology
department and Fujisawa Plant participated in the event. For the science class,
NSK personnel devised experiments that the children could perform to give . :

them an understanding of science while having fun, and that would encourage et e
their interest in science. NSK will continue holding this class and is also pulling the weight of an adult
thinking about expanding it to other plants.

| participated in the science class from the planning stage and was a member of the class staff on the day of
the event. The other staff members and | used trial and error to devise experiments—emphasizing fun and
safety—that would enable the children to learn about friction. Although | had a lot of uncertainties, they were
swept away by the children as they eagerly greeted me. The children’s faces glowed when they were allowed
to hold the bearings. | think that the children had fun learning, as their smiles and exclamations of “| get it”
and “cool” filled the room during the science class. It may have been even more fun for me than the children.
Sachiko Noji

Basic Mechanics Laboratory, Basic Technology Research Center, Corporate Research & Development Center

I Cooperation in the Maebashi Robot Contest (Japan)

NSK Precision Co., Ltd., and NSK Steering Systems Co., Ltd., cooperate in the
Maebashi Robot Contest, in which children compete for points with robots of
their own making, in order to cultivate rich creativity in children.

In fiscal 2006, the NSK Group dispatched 12 volunteers who planned the
contest, instructed the participants on robot making, and sponsored the prizes.

Maebashi Robot Contest in which 174
teams (454 people) participated

I ponation of Sports Equipment (Thailand)

Since 2005, NSK Bearings (Thailand) Co., Ltd., has been donating and
delivering by hand sports equipment such as balls for games to schools that
are experiencing difficulty due to a lack of government support. In fiscal 2006,
the company received cooperation from customers, and 13 customers and
seven employees visited a school in Nakornarachasrima in northeastern
Thailand to present the students with sports equipment.

Sports equipment presentation ceremony

I Supporting Technical High School Students with Scholarships (Korea)

Since 2001, NSK Korea Co., Ltd., has been providing scholarship support to
students of technical high schools in the surrounding area, including Changwon
City. Students who meet the scholarship conditions—children from financially
troubled families, serious students who lead an exemplary life, and students
who are recommended by their teachers—are each awarded one million won.
In fiscal 2006, 30 students were granted scholarships, which brings the total
number of supported students to 120.

Scholarship awarding ceremony

25 NSK CSR Report 2007



Group Initiatives

*1 IR activities: The timely,
equitable, and continuous
provision of information
needed by shareholders
and investors to make
investment decisions.

*2 SRI: The concept and
technique of evaluating
social and environmental
efforts and investing in
companies that fulfill these
responsibilities.

Relationship with Shareholders and Investors

Below is a report on the NSK Group’s initiatives for building solid relationships with shareholders

and investors as well as increasing its corporate value.

Approach and Policy

The NSK Group strives to remain a company that lives up to the expectations of its shareholders
and investors by disclosing business information in a timely and unbiased manner, and by

providing stable returns.

I Investor Relations (IR) Activities*'

The NSK Group has established a full-time IR Department.

In cooperation with each relevant department, the IR
Department is making an effort to disclose clear business
and financial information to help shareholders and
investors make appropriate decisions.

IR Events
At its biannual Financial Conference and its Mid-Term
Business Strategy Conference, the company reports its
business performance, medium to long-term strategy and
its progress. The company also communicates actively
with shareholders and investors outside Japan by holding
regular meetings on its business overview.

In addition, the company arranges other conferences
and plant tours for investors to further understand its
business operation.

Information Tools

The NSK Group publishes an annual report, the NSK
Group Report (business report), and other reports in
addition to this CSR report.

Also, reports and other information such as financial
results and materials used in IR presentations are posted
on the IR homepage. The company is committed to
continuous and timely disclosure of IR information on the
homepage as well as enhancement of the content.

Distribution of Shares by Shareholders
(Number of Shares Held)

Individuals/other

Other Japanese J - .
Securities companies

i
corpgz’z ions 3%
As of March 31, 2007

ik
ﬂiaﬁﬁm!ﬁlﬂfﬂa
TARETN
ﬁgfagfir:lag: TRERHE
AL

Presentation

I pividend Policy

The return of profit to shareholders is an important management policy at NSK. The company’s basic policy
is to continuously make stable dividend payouts, which are based on the payout ratio and performance level

on a consolidated basis.

I Socially Responsible Investment (SRI) **

As of March 31, 2007

The NSK Group has been included
in representative SRI indexes in

Dow Jones Sustainability World Indexes
www.sustainability-indexes.com

Dow Jone:
( Susﬂamahlllty Indexes

and outside Japan. It has also
been included in the Pension
Fund Association’s Corporate

FTSE4Good Global Benchmark Index
www.ftse.com/Indices/FTSE4Good_Index_Series/index.jsp

Governance Fund.

Ethibel Sustainability Indexes
www.ethibel.org/index.html

Morningstar Socially Responsible Investment Index
www.morningstar.co.jp/sri/index.htm

N@I |i-=wam|nuﬂ:s|g_-_

For more information on NSK’s business overview, please refer to the NSK Annual Report 2007.
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Environmental Report

Message from the Executive

In line with the Third Environmental
Voluntary Action Plan, we are pushing
forward our environmental activities
hand-in-hand with our stakeholders
both in and outside the company.

Norio Otsuka

Director and Senior Executive Vice President

The NSK Group’s largest social responsibility is to reduce the world’s energy loss and to carry out
its business activities while searching for ways to alleviate global warming. To that end, we are
driving through environmental activities in each of our business processes.

In fiscal 2006, we entered the period of the Third Environmental Voluntary Action Plan (fiscal
2006-2010), a mid-term plan for environmental activities. When we established this plan, we
combined goals that had been established by NSK and group spun-off companies, as well as the
other group companies in Japan, and decided to promote higher-level efforts. We also
reconsidered the content of environmental guidelines for the environmental activities of group
companies outside Japan and improved their management.

In fiscal 2005 we adopted three systems in an effort to achieve more efficient environmental
management; a chemical substances management system; an environmental information sharing
system; and a waste management system. Regarding the chemical management system, we
established in-house management standards and green procurement standards by anticipating
trends in laws and regulations for chemical substances and customers’ procurement standards. We
then put the system into operation with the first step being to roll it out to business sites in Japan.
We are working intensively to build a database for bearings, first, and are then planning to
extend to precision machinery and parts, then to automotive parts, and eventually to cover all of
NSK’s products.

Regarding the environmental information sharing system, in fiscal 2006 we made it possible
for the Global Environmental Department to compile in a timely manner the environmental
information collected at each business site by setting up the system at all manufacturing bases in
Japan. In fiscal 2007, we will roll the system out to all manufacturing bases outside Japan. We
started operating a waste management system at manufacturing sites in Japan, making it
possible to monitor the status of waste disposal. We also implemented waste management
education and improved the level of compliance.

Further, in October 2005, we implemented the NSK Group’s first comprehensive environmental
risk audits at 24 business sites in Japan, including our affiliates. The audits enabled us to get a
handle on problems in the existing state of affairs, which we will use to determine important
matters that should be given priority responses, and measures to be put into action.

The NSK Group is committed to the ongoing development of societies and industries. At the
same time, we will continue to dedicate ourselves to protecting the global environment for future
generations and to sustain all life on Earth. This is one of our challenges for the future, and we
are prepared to make steady and concerted efforts to meet these challenges.
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Environmental Management

The NSK Group is undertaking various measures to lessen its impact on the global environment.
This section describes the group’s philosophy regarding the environment, and the group’s
environmental management system.

I Environment Policy

The NSK Group strictly adheres to the principle that environmental protection as outlined in the group’s
corporate philosophy must be an ever-present concern in all business activities. As a global enterprise,
the NSK Group’s underlying environment policy is to protect the global environment by developing products
that are environmentally friendly, and to strive to produce them with minimal impact on the environment.

NSK Environment Policy

Our commitment to environmental management forms the basis of our existence and our pursuits. We
are determined to take independent and assertive actions.

1. Overall Goals
To create harmony between people and the Earth by developing environmentally friendly
manufacturing processes and technology, such as our tribology friction control technology, using
the full efforts of all employees and all divisions in our company.

2. Reduction of Negative Environmental Impact
To establish and continually improve the environmental management system, comply with
regulations, prevent pollution and reduce environmental impact.

3. Contribution to Societies
To be a good global corporate citizen, contributing to the social development of countries and
communities where we operate, and also to advance the realization of affluent societies that are
in harmony with the environment.

Environmental Code of Conduct

1. To reform environmental management organizations by improving operational systems and
clarifying chains of responsibility.

2. To develop products and technology that will reduce environmental impact.

3. To tackle environmental protection more aggressively by setting and adhering to high internal
standards in addition to complying with laws, ordinances and agreements.

4. To ensure energy and resource conservation, waste reduction, and recycling in all spheres of our
business operations.

5. To convert from ozone-depleting and hazardous chemical substances to environmentally friendly
alternative substances, and where possible, switch to alternative processes and technologies.

6. To communicate with environmental authorities and local communities in order to receive
insightful and constructive options.

7. To contribute to local communities through participation in social environmental activities.

8. To encourage employees to understand our environmental policies and to ensure an
environmental mindset in the company through education and internal communications.

9. To disclose the ongoing status of our environmental management activities to the public when
necessary.

Originally compiled: December 12, 1997
Last revised: June 27, 2002
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Environmental Report

I Progress of the Third Environmental Voluntary Action Plan
The NSK Group has been conducting activities under the Third Environmental Voluntary Action Plan in order to achieve

its goals by fiscal 2010.

Amatsuji Steel Ball Mfg. Co., Ltd. (Main Works and Shiga Works) and AKS East Japan Co., Ltd., were added to
the scope of data aggregation in fiscal 2006 and are reflected in the figures in the graphs and tables.

Third Environmental Voluntary Action Plan (Scope: NSK and group companies in Japan)

Area Targets to be achieved by FY2010 Targets to be achieved by FY2006

Environmental management

Maintain ISO 14001 certification

Maintain ISO 14001 certification

Improve environmental education

Hold waste risk management seminar for plant supervisors
Provide education at NSK Manufacturing Education and Training Center
for plant technology staff

Compliance and
environmental risk control

Observe laws and regulations (zero legal violations)

Observe laws and regulations (zero legal violations)

Maintain zero oil leak accidents

Maintain zero oil leak accidents

Development and design

Create environmentally friendly products and technologies

Create environmentally friendly products and technologies

Reduce use of environmentally harmful substances
(comply with RoHS and ELV directives)

Reduce use of environmentally harmful substances
(comply with RoHS and ELV directives)

Green procurement

Promote green procurement and latest version of manual on standards
management

Make the fourth revision of the Green Procurement Standards well
known to suppliers

Adopt guidelines for green purchasing

Raise the applicable green product purchasing rate to at least 90%

Global-warming
countermeasures

Reduce CO2 emissions per production unit (amount of CO2 produced per
unit of value-added production) by 1% annually starting in FY1999

Reduce CO2 emissions per production unit by 6.8% (base year: FY1999)

Waste reduction and
recycling measures

Maintain zero emissions

Continue to maintain zero emissions

Maintain waste recycling rate of 98% or more

Improve the waste recycling rate to at least 95%

Manufacturing

Environmentally harmful
substance reduction

Reduce the number of liquid coolants containing PRTR-designated
substances by 70% (base year: FY2000)

Reduce the number of liquid coolants containing PRTR-designated
substances by 55% (base year: fiscal 2000)

Reduce the number of liquid coolants with chlorine-based additives by
85% (base year: FY2000)

Reduce the number of liquid coolants with chlorine-based additives by
60% (base year: fiscal 2000)

Logistics

Reduce energy consumed per production unit by 1% annually for distribution operations

Ascertain ton-kilometers (product, procurement, and waste transportation)

Promote switch to environmentally friendly packaging

Switch from wooden boxes to cardboard for large products

Green office activities

Improve awareness of environmental conservation

Implement e-learning and provide education to new employees

Environmental Guidelines (Scope: group companies outside Japan)

Area

Environmental management

Targets to be achieved by FY2010
Obtain ISO 14001 certification at 32 sites
(all production sites outside Japan as of March 31, 2007)

Targets to be achieved by FY2006
Obtain ISO 14001 certification at five sites

Compliance and
environmental risk control

Observe laws and regulations

Observe laws and regulations

Maintain zero oil leak accidents

Maintain zero oil leak accidents

Green procurement

Promote green procurement

Publish Green Procurement Standards in various languages

Global-warming
countermeasures

Reduce CO2 emissions per production unit by 1% annually

Ascertain data for 20 sites

Waste reduction and
recycling measures

Maintain waste recycling rate of 98% or more

Ascertain data for 20 sites

Manufacturing

Environmentally harmful
substance reduction

Keep reducing number of liquid coolants with chlorine-based additives

Ascertain data

In fiscal 2006, the NSK Group achieved all of its targets except one. That one item, in the area of compliance with
laws and regulations, was due to a delay in taking procedures established by regulations related to the
commissioning of out-of-prefecture waste disposal. Regarding the reduction of environmentally harmful

substances, the group conducted detailed inspections of all parts drawings and completed measures needed to
comply with the RoHS and ELV directives. In the area of green procurement, the group put energy into holding
briefing sessions for suppliers and endeavored to make the Procurement Standards well known to suppliers.
Concerning waste and recycling measures, the group held a waste risk management seminar with the purpose of
improving the level of compliance, and strived to maintain a sense of order. At group companies outside Japan,
the group has been ascertaining data in order to promote efforts in line with environmental guidelines. In the
future, the NSK Group will steadily continue to push its activities forward toward the achievement of its objectives.
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Performance in FY2006 Evaluation Targets to be achieved by FY2007
Maintained certification at all production bases Achieved Maintain certification at all production bases
Held waste risk management seminar for 44 people Provide waste management education with expanded content
Provided education at NSK Manufacturing Education and Training Center Achieved Continue providing education at NSK Manufacturing Education and
five times for 46 people Training Center
One ordinance violation Not achieved Observe laws and regulations
Zero accidents Achieved Maintain zero oil leak accidents
Created a total of 11 products and technologies Achieved Create environmentally friendly products and technologies
Completed compliance with RoHS and ELV directives . .
(completed checks of all design diagrams) Achieved Reduce use of environmentally harmful substances
Held Green Procurement Seminars for about 700 suppliers
Implemented Green Procurement System training for 293 suppliers, and Achieved Expand operation of green procurement system and enhance data
then completed user ID registration for 272 suppliers.
Green product purchasing rate of 96.6% Achieved Raise the applicable green product purchasing rate to at least 90%
Reduced CO2 emissions per production unit by 13.9% Achieved Reduce CO2 emissions per production unit by 7.7% (base year: FY1999)
Maintained zero emissions Achieved Continue to maintain zero emissions
Recycling rate of 95.3% Achieved Improve the waste recycling rate to at least 96%
Reduction of 56% Achieved Reduce by 60% (base year: FY2000)
Reduction of 71% Achieved Reduce by 77% (base year: FY2000)
122.7 million ton-kms Achieved Reduce CO2 emissions per production unit by 1% (base year: FY2006)
Made switch for 50% of applicable products Achieved Promote switchover to environmentally friendly packaging
Implemented e-learning for 781 people . Provide guidance on and partially adopt environmental information sharing

. ) Achieved

Provided education to new employees system

Performance in FY2006 Evaluation Targets to be achieved by FY2007
Expanded certification to 26 sites with new certifications obtained at six sites Achieved Obtain ISO 14001 certification at two sites
Zero legal violations Achieved Observe laws and regulations
Zero accidents Achieved Maintain zero oil leak accidents
zgglggg:l;" 6 foreign languages (English, Chinese, Korean, Thai, Portuguese, Achieved Consider a green procurement system for outside Japan
Obtained data from 26 sites Achieved Ascertain data for 28 sites
Obtained data from 26 sites Achieved Ascertain data for 28 sites
Obtained data from sites Achieved Ascertain data
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I Environmental Management Organization

NSK Group Management Organization

The Global Environment Protection Committee administers the NSK Group’s environmental management system.
The ultimate decision-making organization for environmental issues, it is comprised of NSK directors and is
managed by the Global Environment Department and its subcommittees.

In June 2007, NSK reorganized its Environmental Control Department into a Global Environment Department,
within which it established an Environment Management Office and a Chemical Substance Management Office
in an effort to make its global environmental management and control of chemical substances contained in
products even stronger. The Toxic Substances Control Project Team and the Innovative Packaging Project Team,
two company-wide project teams started in 2004, achieved their initial objectives during their three years of
activities, and were then dissolved so that a better organization could be formed. The Chemical Substance
Management Office took over green procurement and the control of chemical substances in products, which are
matters of increasing importance, and the Logistics Subcommittee handles the improvement of packaging.

Organizational Chart for Environmental Management

President

Global Environment Protection Committee

= : Responsibilities
£ | » Corporate Planning Department o Environmental policy e Discuss environmental measures Global
Global Environment Department * Review of action plans — Environment
& |+ IR office e CSR Office * Follow-up of goals achieved Department
¢ Manage environmental information

Manufacturing Division Product Development Division  Administrative Division o

 Environmental Management * Environmental Product e Logistics Subcommittee Em"ro“m?m
Representatives Council Subcommittee o Green Office Subcommittee Management Office

o Energy Saving Subcommittee

* Waste Reduction Subcommittee Chemical Substance

* Environmentally Harmful Management Office

Substance Reduction Subcommittee

Procurement, Logistics,

Sales and Non-Japanese Plants

Japanese Plants DS;:;;E'B?"I};;T Marketing Afiﬂ?in?:t“r:;;:n Regional Coordinator
Division L Americas, Europe, Asia
Divisions
Purpose of Each Subcommittee and Project Team
Subcommittee/Project Team Purpose (policy determination and progress confirmation)

Environmental Management To unify production sites’ environmental management systems, ensure concrete action by
Representatives Council subcommittees, and promote activities for lowering environmental risk
Energy Saving Subcommittee To set policy and confirm progress for energy-saving activities and reducing greenhouse gas emissions
Waste Reduction Subcommittee To contribute to a recycling-oriented society through application of the 3Rs (reduce, reuse, and recycle)

Environmentally Harmful Substance

. . To reduce the environmental impact of manufacturing processes, reducing hazardous chemical substances
Reduction Subcommittee p g p 9

Environmental Product Subcommittee To promote product planning that contributes to the conservation of energy and resources

Logistics Subcommittee To ascertain and promote the reduction of energy required for transportation

To promote environmental protection activities (e.g., 3R promotion for waste materials, green

Green Office Subcommittce purchasing, etc.) in the management and sales divisions

Management System for Each Plant Organizational Chart for Plant Environmental Management
Each NSK Group plant has an Environmental

Management Committee headed by the plant aimacr
manager. These committees mainly promote In-house environmental Environmental
activities, which are the responsibility of an audlors BTG T
“environmental representative.” E“""°'::;;“::L{2;::g”“‘°“‘

' The N§K Enwronment Managemfent Employees holding
Office carries out environmental audits of environmental qualifications
each plant, befo_re conflrmlng the sta?us of implementing divisions _ Enegy Saving Subcorunte
efforts and offering guidance as required. In Waste Reduction Subcommittee
the event of a problem, the Environment Environmental management Envirg::l:t:lallysﬂa;mful mucﬁon
Management Office is ready to take promotion members 168 Subcom

immediate action.
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Acquiring 1SO 14001 Certification

The NSK Group’s policy is to obtain ISO 14001 certification at sites that have been in operation for at least
five years, for logistics companies, companies manufacturing NSK brand products, and manufacturing
companies in and outside Japan in which NSK has at least a 50% equity stake.

As of July 2004, all 21 applicable sites in Japan had obtained the certification. Sites opened since then
have also obtained the certification. OQutside Japan, five sites obtained the certification in fiscal 2006, and
one in June 2007. All 26 applicable NSK Group companies located outside Japan have now obtained
the certification.

ISO 14001 Achievement

In Japan Outside Japan
é NSK Ltd., Fujisawa Plant (including Technology Div.) | Sept. 1999 § NSK Corporation, Ann Arbor Plant Nov. 2001
NSK Ltd., Ohtsu Plant Nov. 1999 g NSK Corporation, Clarinda Plant July 2002
P ) )
NSK Ltd., Ishibe Plant oct. 1998 £ NSK Corporation, Franklin Plant Nov. 2002
- — NSK Corporation, Liberty Plant June 2007
NSK Ltd., Saitama Plant/NSK Precision Co., Ltd., Sept. 1998 - -
Saitama Precision Machinery and Parts Plant o NSK Steering Systems America, Inc. Dec. 2002
NSK Ltd., Kirihara Branch Nov. 1999 NSK Precision America, Inc. Jan. 2007
8| NSK Fukushima Co., Ltd./ July 1998/ NSK-AKS Precision Ball Company Nov. 2006
o .
S | NSK Needle Bearing Ltd., Fukushima Plant Oct. 2005 NSK Brasil LTDA., Suzano Plant Jan. 2000
£
8 | NSK Steering Systems Co., Ltd. Soja Plant and Doc. 1999 S | NSK Bearings Europe Ltd., Newark Plant July 2006
o . . =
3 | Akagi Plant @ | NSK Bearings Europe Ltd., Peterlee Plant Feb. 1999
<
NSK Precision Co., Ltd., Maebashi Precision Machinery i
o S ) Dec. 1999 NSK Steering Systems Europe Ltd., Sept. 2001
and Parts Plant (including Technology Div.) Peterlee Plant
NSK Micro Precision Co., Ltd., Fujisawa Plant June 2001 NSK Precision UK Ltd. May 2000
NSK Micro Precision Co., Ltd., Matsukawa Plant | Apr. 2004 AKS Precision Ball Europe Ltd. Nov. 2006
NSK Needle Bearing Ltd., Takasaki Plant and July 2004/ Neuweg Fertigung GmbH Jan. 2001
Haruna Plant Jan. 2001 NSK Bearings Polska S.A. Kielce Plant Aug. 2004
NSK Kyushu Co., Ltd. Oct. 2000 NSK Steering Systems Europe (Polaska) Dec. 2006
Chitose Sangyo Co., Ltd. Nov. 2003 SPZ0.0.
AKS Precision Ball Polska Sp. Z0.0. Apr. 2005
Asahi Seiki Co., Ltd. Dec. 2003
-2 | P.T. NSK Bearings Mfg. Indonesia Mar. 2000
Amatsuji Steel Ball Mfg. Co., Ltd., Mar. 2001 < — :
Main Works/Shiga Works . PT. AKS Precision Ball Indonesia Sept. 2005
AKS East Japan Co, Lid. Sept. 2001 NSK Bearings Mfg. (Thailand) Co., Ltd. June 2004
- - - - - Siam NSK Steering Systems Co., Ltd. Nov. 2000
Shinwa Seiko Co., Ltd. Shin-asahi and Kutsuki plants | Dec. 2002
NSK Micro Precision (M) Sdn. Bhd. Jan. 2002
NSK Machi ., Ltd. Mar. 2
SK Machinery Co., Lid ar. 2003 ISC Micro Precision Sdn. Bhd. Dec. 1999
NSK Loglstlcs Co., Ltd. (headquarter_s; Ioglstlcs 0ct. 2003 Kunshan NSK Co., Ltd. Dec. 2003
centers in Kanto, Chubu, and Kansai regions)
NSK Korea Co., Ltd., Changwon Plant/ Dec. 1997/
NSK-Warner KK. Mar. 2001 NSK Needle Bearing Korea Co., Ltd. Feb. 2006
Inoue Jikuuke Kogyo Co., Ltd. Feb. 2001 Rane NSK Steering Systems Ltd. Nov. 2004

Internal and External Auditing

Internal audits are conducted to verify that the group is properly performing and continually improving its
environmental management. External audits by a certified organization are also carried out to verify whether
the internal audits are being properly conducted. The findings of the audits for fiscal 2006 revealed no
serious problems.

Environmental Information Sharing System

NSK sped up the introduction of an IT-system for environmental work to ensure that work is performed
correctly and efficiently. The group improved its strict legal compliance and information management with
the adoption of a chemical substances management system, environmental information sharing system, and
a waste management system.
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I Environmental Risk Management

Targets to be achieved by FY2006 Performance in FY2006 Evaluation

. — " - Not
Observe laws and regulations (zero legal violations) One ordinance violation )
NSK and group o ( 9 ) achieved

companies in Japan

Maintain zero oil leak accidents Zero accidents Achieved

Environmental Risk Control Measures

In order to reduce environmental risks, the NSK Group has established its own standards for critical items
related to environmental protection, in addition to complying with existing regulations, ordinances, factory
environmental protection agreements, and laws relating to the environment. The group also puts effort into
the prevention of accidents by conducting education, drills, and environmental risk audits based on its Risk
Management Manual.

0il Leak Prevention Measures and Emergency Response Drills

The NSK Group has inspected the air tightness of its underground tanks and
pipes on a regular basis in order to prevent any possibility of oil leaks. All of
the tests carried out in fiscal 2006 at the 73 facilities revealed no problems.
Furthermore, there were no oil leaks in fiscal 2006.

Emergency drills are carried out at each site on a regular basis to check
emergency response procedures and communication systems. Overall, the
group performed 165 emergency response drills in fiscal 2006.

: .
| - i

| y 5 N T 4

P ' &l ) Y ——

A class in handling oil spill prevention kits.

Environmental Risk and Compliance Measures

As in fiscal 2005, NSK performed environmental risk audits in fiscal 2006 at sites where underground tanks
and pipes are located. Based on the audit results, the NSK Group is improving relevant equipment to
prevent accidents.

With illegal dumping becoming a social problem, there is demand to establish stronger laws and
ordinances and for tighter control of waste treatment. The waste management system adopted by the NSK
Group in fiscal 2006 supports the execution of complicated controls and enables the group to comply
reliably with laws and ordinances.

Results of Fiscal 2006 Initiatives
Air and Water Quality Protection

The NSK Group is striving to reduce its environmental impact by using natural gas, liquefied petroleum gas
(LPG), and kerosene to fuel air-conditioning systems and metal furnaces. Fiscal 2006 measurements of soot
and dust density, the concentration of NOx and the volume of SOx emissions indicate that all the NSK
Group’s sites were meeting emission regulations.

In March 2007, the Matsukawa Plant of NSK Micro Precision Co., Ltd., installed barrel wastewater
treatment equipment and reduced its environmental impact through sewerage. The fiscal 2006 water quality
tests indicated that all of the NSK Group’s sites were meeting wastewater standards.

Measurement of Noise, Vibration, and Odor

Most of the NSK Group’s sites are located in industrial areas. In recent years, however, residential
developments have moved closer to manufacturing plants, and the group sometimes receives comments or
inquiries about noise or odors. In fiscal 2006, the group received six inquiries about noise or odors. As a
result, the group has made improvements to equipment and strengthened surveillance systems at the sites
concerned and other plants.

Preventing Soil and Groundwater Contamination

As of fiscal 2003, the NSK Group had completely eliminated the use of chlorinated organic solvents at all of
its sites. Nevertheless, soil testing conducted since 1997 uncovered contamination at three sites. Later,
contamination was identified at two sites that had become consolidated companies in April 2006. In each
case, there was no impact outside of NSK property. However, the group notified the local authorities and
started taking steps to remediate the affected areas. At present, remediation has been completed at one site
and is on-going at four sites. Regular monitoring is carried out at all five sites to ensure there is no impact
outside of NSK property.
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I Environmental Education

Targets to be achieved by FY2006 Performance in FY2006

Special feature articles were included in NSK Group News,
the CSR Report 2006 was distributed to all employees,
Raise awareness of environmental protection new employees were provided with environmental training, |  Achieved
and environmental education was provided at the NSK
Manufacturing Education and Training Center.

NSK and group
companies in Japan

Approach and Policy

In order to further deepen and develop environmental protection initiatives and make them more effective,
the most important tasks are to raise the awareness of every single employee and to implement measures
based on the proper information. The NSK Group is continuing to promote employee awareness-raising
activities and to deepen understanding at every level of the organization.

Awareness-Raising Activities
The NSK Group endeavors to raise awareness by providing information on its environmental initiatives on the
NSK website and in newsletters for employees and their families.

In September 2006, the group distributed its CSR Report 2006 to all its employees. In issue No. 419 of
the NSK Group News, the group published an article that summarized the CSR Report
2006 in order to increase awareness and understanding of NSK’s environmental activities.
Moreover, the group used e-learning modules about compliance that include questions
about chemical and waste management to give 781 group employees more knowledge
and raise their awareness.

In September 2006, NSK Corporation in the United States published the Environmental

-

Newsletter. The newsletter was published to introduce the plant’s environmental initiatives Environmental

and encourage employees to practice environmental protection. Newsleter

Education for Each Organizational Level

The NSK Group provides specialized Number of Environmental Education Courses and Participants in

environmental education to people at Fiscal 2006

every level of its organization, from new Number of | Number of
: e g participants | sessions

employees to management executives.

The goa| is to provide emp|0yees and Compliance with environmental laws and regulations 1,928 43

directors with information relating to Raising environmental awareness 3,469 169

their environment and to the knowledge Acquisition of environmental qualifications 148 43

and skills they need for their individual Environmentally friendly design and green purchasing and procurement 214 9

positions and roles.

At each manufacturing plant, regular environmental education is carried out for employees and on-site
supplier representatives. They are encouraged to consider the effect of their work on the environment in
order to raise the level of initiative and participation.

I Environmental Accounting

In fiscal 2006, NSK’s environmental Fiscal 2006 Environmental Accounting (Millions of yen)
protection costs were approximately 3.2 T Expenses
billion yen in investments and approximately Ry FY2005 FY2006 FY2005 FY2006
9.5 billion yen in expenses. The group is Business area costs 6291 | 1,291.4| 14468 1,653.1
pourmg efforts I!‘ltO reducmg enV|ronn.1en'taI Upstream and downstream costs 0.0 0.0 225.8 249.2
ImzaCt thI:.UQh rl]tS pf;OdUCt]cS by _quantltat“:ely Management costs 48.9 66.6 487.5 567.2
un ers’Fan Ing the effect o ,enwmnmenta Research and development costs 1,820.9 1,863.8 6,870.6 6,984.2
protection, and by researching and ——
. . . Social activity costs 0.0 0.0 M1 51.1
developing environmentally-friendly products :
. Environmental damage costs 0.0 0.0 9.7 124
and technologies.
Total 2,4989 | 3221.8| 9,081.5| 95172

NSK CSR Report 2007 34



Environmental Report

Environmental Impact Review

The following is an overall illustration of the different stages in the lifecycle of NSK Group products and how the group, through
its business activities, reduces the environmental impact at each of those stages.

| NP U T
Primary and Chemical Substances
secondary Materials PRTR-designated Electricity 586,777 MWh
-designate BCHriCitY ... !
(3] 1] 361,100 t L
2 SUDStaNCes........ccceerereene. 385t d
Oils and greases............ 8,402 t Fuel...1,847X10° gigajoules (G)
Impact of NSK Group Business Activities on Society O

NSK Group

Development & Design Procurement Manufacturing

¢ Design support
e Technical support
e Information provision

Suppliers

Development and Design, Primary and Secondary Materials, and Parts Manufacturing

The NSK Group relies on partnerships with suppliers in the development and design and subsequent stages. In
the primary and secondary material manufacturing stage, NSK suppliers recycle scrap steel to use as raw
material for products. They also perform processes such as transport, manufacturing, refining, casting, and
lubricant production, and a lot of energy and resources are consumed. However, since it is difficult to ascertain
the entire environmental impact made by suppliers in this stage, the amounts of primary and secondary
materials have been reported, including recycled materials procured by the NSK Group. Moreover, a portion of
part manufacturing is also outsourced, and NSK is aiming to reduce the environmental impact of its suppliers
through green procurement.

~

OUTPUT
Chemical Substances Water Quality*?

CO2 * e 437,028 t Volume of release/transferred Wastewater .....1.261 million m®
NOX .ovevevieeeereeeeeee e 88t PRTR-designated Biochemical Oxygen
1310 ) T 431 SUbStances..........ccoovvvvineas 101 t Demand (BOD).........c......... 421
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Water............... 2.521 million m?

Distribution

Total waste.................. 90,861 t
e Recycled........... ...86,607 t
e | andfill waste.......... L1121
e Incinerated waste........... 971 t
e Intermediate

treatment ................... 3,171 t

Reducing Environmental Impact Throughout a Product’s Lifecycle

The NSK Group considers it important to reduce the environmental impact of any stage
connected to its business activities. In addition to reducing its own environmental impact in
the manufacturing stages, the NSK Group believes that it must consider the environmental
impact by suppliers in the material manufacturing and part production stages. The group
also strives to lessen environmental impact during product assembly and customer use.
As NSK Group products are incorporated into various mechanical devices, including
automobiles, home appliances, railway cars, and aircrafts, it is essential that they be
developed and designed to reduce environmental impact during operation.

The illustration below shows the lifecycle of NSK Group products and how they impact
the environment at each stage, and what steps have been taken to reduce this
environmental impact.

Customers Society

Assembly

In customer plants, NSK Group products are incor-
porated into end-use products such as automobiles
and home appliances. Working closely with
customers, NSK strives to provide products to these
assembly plants that reduce environmental impact.

The consumers who buy automobiles and home
appliances containing NSK Group products also
have an environmental impact when they use the
mechanical devices. Since NSK Group products help
reduce the energy consumption of the end-use
products; they also help address the problems of
global warming and resource depletion.

Design support, technical support, and information provision

*1 The coefficient used for calculating the CO2 quantity is taken from the calculation manual of the Law Concerning the
Promotion of Measures to Cope with Global Warming.

*2 River discharge
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Environmental Initiatives in the Development and Design Stages

NSK Group products help determine the environmental impact caused by the use of the mechanical devices that contain
them. Therefore, environmental considerations are extremely important in the development and design stage for NSK
products to minimize the environmental impact in the utilization stage. This section provides an overview of NSK initiatives
to reduce the environmental impact in the development and design stages.

Targets to be achieved by FY2006 Performance in FY2006 Evaluation
Create environmentally friendly products and Created a total of 11 products and technologies Achieved
NSK and group technologies
companies in Japan Reduce use of environmentally harmful substances Completed compliance with RoHS and ELV directives Achieved
(comply with RoHS and ELV directives) (completed checks of all design diagrams)

I Approach and Basic Policy for

Development and Design Basic Policy for the Development of

In its Environmental Code of Conduct (p. 28), the Environmentally Friendly Products
NSK Group aims to develpp technolqu and create The NSK Group will minimize the environmental impact
products that reduce environmental impact. NSK of its products at every stage—rom R&D and design
Gro“? products ar(.e incorporated into Va.r.'ous to production, usage, and disposal—by upholding the
machines and devices and have the ability to following standards:

control friction and reduce the amount of energy

) 1. Each product should contribute toward the energy
consumed. In the product development and design

and resource conservation by the machine in which

stage, importance is placed on comfort, preservation it is installed.

of natural resources, and energy conservation at the 2. The amount of energy and resources required
end-user stage, as well as on reducing the during product manufacturing should be minimal.
environmental impact of the manufacturing process. 3. Environmentally harmful substances should not be
Therefore, initiatives are being promoted to utilize used in products or manufacturing processes.

the environmental features of NSK products. In 4. Products should contribute to the health and safety
fiscal 2001, a basic policy affecting all technical of end-users by faving low emissions of vibration,

noise, and dust.

departments was established in order to steadily
implement these goals.

I Creation of Environmentally Friendly Products

NSK has developed environmentally friendly products, including compressor bearings for industrial machinery that
last four times longer than conventional models, and ball screws for high-speed and high-intensity injection molding
equipment with superior noise reduction, as well as compact high-output electric power steering systems.

Contributing to Environmental Protection by Meeting Customer Needs

Along with the worldwide increase in demand for wind-generated
power, larger wind turbines are now being made. Huge bearings that
exceed 2 meters in diameter are required for use in support towers 80
to 90 meters high, and with blade lengths of 40 meters. In order to
produce such bearings, not only is it necessary to prepare for the
manufacturing of large-scale components, but also complicated and
advanced manufacturing technology is required. The NSK Group fulfills
the needs of the market by using its own analysis techniques, as well
as thermal processing technology and bearing materials that meet the demands of the
marketplace. Through its technology for providing materials that are resistant to metallic
wear particles in the wind turbine gearbox, NSK is able to ensure a longer service life.
Since it is extremely expensive to repair a wind turbine, the bearings must provide a

Wind turbine

Bearing for wind turbines

high degree of reliability. Computer programs are used in the design stage to analyze / ‘
bearing performance, and designs are tested. For practical testing, life-size bearings are f g
produced, and NSK then strives to incorporate the customer’s requests. The accuracy of the * 9
i . i . . . s
analysis technology is further enhanced by using the results from the practical testing as L
Shinichi Natsumeda
feedback to the computer programs. General Manager,
The wind turbine market is still developing, and customers are waiting for the develop- Slean-Eneroy Bearing
gy Department,
ment of maintenance-free bearings and bearings that can operate at even lower levels of Industrial Machinery Bearing

. . . . . . Technology Center
torque. In the future, NSK will continue to utilize its own core technologies for materials and

analysis, and develop bearings that help promote further protection of the environment.
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*1 End of Life Vehicles (ELV):
A European Union regulation
that aims to reduce the

amount of waste from vehicles,

ensure proper disposal, and
restrict the use of hazardous
substances in vehicles.

*2 Reduction of Hazardous
Substances (RoHS):

A European Union regulation
that sets the maximum con-
centration limits on hazardous
materials used in electrical
and electronic equipment.

*3 International Material Data
System (IMDS): A global
system for the management
of chemical substances in all
automobile parts.

Reducing Environmentally Harmful
Substances

To meet customer requirements, the NSK Group is
striving to create products that use no
environmentally harmful substances. NSK is also
adhering to laws and regulations relating to
environmentally harmful substances, such as those
stipulated in the EU ELV*" and RoHS*? directives.

In January 2007, the NSK Group began
operation of a Chemical Substances Management
System to realize green procurement and

Chemical Substances Management System

Suppliers
Registration of

Purchased goods survey information

environmental =7 Survey request
information for parts Follow-up system
delivered to NSK
Internet
Internal LAN
— Contained Chemical
[— chemical - regulation
Green evaluation system| |Part composition database
p database
database

environmentally friendly design in fiscal 2006. Thanks to this system, it is now possible to rapidly respond
to questions from customers concerning environmentally harmful substances, and requests for the inputting
of data into the International Material Data System (IMDS*). The Chemical Substances Management System
has enabled the unified management of chemical substances for suppliers and the NSK Group by having
suppliers perform online registration of data concerning environmentally harmful substances contained in the
parts they deliver to NSK. There are future plans to expand this system to NSK’s overseas subsidiaries.

I Progress on Reduction of Environmentally Harmful Substances

Here is an overview of initiatives to date, and some representative examples of

environmental products, from fiscal 2006.

Environmentally Friendly End Bearings for One-way Clutches

A one-way clutch transmits torque in just one rotating direction, and remains idle
during rotation in the opposite direction. End bearings are parts that are incorporated

into the side of the one-way clutch,
and are composed of an alloy
containing 1.5 wt% lead in order to
achieve the necessary sliding
characteristic. However, going a step
ahead of the ELV Directive, NSK has

Hexavalent chromium | o Pulley units

Lead-free end bearing
made from special
high-strength brass

Progress on Eliminating Environmentally Harmful Substances

Product Specified e Alternative

(Surface treatments)

© Bearing shield Mar. 2003
* Core plate for bearing seals Mar. 2004
Mar. 2005

(excluding prior
customer specifications)

now made these parts lead-free. Bearings « Bolts for hub unit bearings Dec. 2004
New PS Series Megatorque * Grease additives Mar. 2003

© Pulley unit coating Dec. 2004
Motor

The new PS series Megatorque

Dioctyl phthalate

Alternative currently

© Rubber seal being phased in

Motor features an improved ; Stsring coumn fons Dec. 2006

. . . . . . parts (electronic, ec.
electronic circuit design, and uses Hexavalent chromium |, epg pats Dec. 2006
lead-free soldering. The motor is Automotive * Manual steering gear parts Mar. 2007
components * Cation coating for steering components June 2004

employed in parts for robot joints
and conveyors in LCD and

 End bearings for one-way clutches Alternative currently

being phased in

. « Electroless nickel plating for EPS parts Apr. 2007
semiconductor conveyor systems. « Electroless nickel plating for steering joint May 2007
Although industrial machinery is not <Sgrfac”e treatments) . — Jane 2005

. . * Small screw processing for general precision une
covered by the RoHS Directive, NSK instruments
. . Hexavalent chromium | e Linear guide seal cored bar July 2005
has made this product lead-free in oli i
Linear guide seal collar Mar. 2004
i Precision * Ball screw Mar. 2006
order to SatISfy customer reqUEStS' parts * Mono-carriers K1 protect cover Apr. 2006
e Linear guide under seal adhesive May 2005
© Support unit surface treatment Dec. 2005
 Ball small screw, pin, brass part Feb. 2006
 Brass parts for general precision instruments Feb. 2006
o Solder* Alt_ernative cur_rently
being phased in
.  Surface treatment for metal panels and Alternative currently
Mechatronic, ing components being phased in
products

Polybrominated bipheny!
(PBB), polybrominated | e Wiring covering material
diphenyl ether (PBDE)

Mar. 2004

New PS Series Megatorque Motor

* Nickel-cadmium batteries June 2006

*Excluding high-melting-point solder with 85% or more lead content
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Environmental Initiatives in the Procurement Stage

Procurement is an activity that significantly affects the manufacturing processes of our customers and suppliers, and
therefore impacts the environment. It can also affect how consumers use our products and, by default, affect the
environment. The NSK Group is thus dedicated to green procurement*' as a means of reducing the environmental impact
throughout its entire supply chain*2.

*1 Green procurement:

Targets to be achieved by FY2006 Performance in FY2006 Evaluation a program that gives
priority to purchasing

Held Green Procurement Seminars for about 700 suppliers e?g;f;;"?;‘;ﬁ:'g:":{h’es
Make the fourth revision of the Green Procurement Implemented Green Procurement System training for 293 Achieved Fhat are actively enzaged
NSK and group Standards well known to suppliers suppl?ers, and then completed user ID registration for 272 in environmental protection.
companies in Japan suppliers. The objective is to spread
Raise icab! g s environmental protection
aise the applicable green product purchasing rate to at | o product purchasing rate of 96.6% Achieved activities throughout the
least 90% supply chain.

*2 Supply chain: a series of
operations, including devel-

H opment, distribution,
Green Procurement POIlcy purchasing, and sales, that
. . . . . connects everyone, from
The NSK Group actively procures products, parts, and materials based on environmental considerations. By the raw-materials provider
. . . . . . . . . (supplier) to the consumer
managing environmentally harmful substances with its suppliers, NSK is strengthening its environmental (customen)

quality assurance system for its products.

I Green Procurement Standards

The NSK Group must deliver products that ensure satisfaction and meet the
ever-stricter requirements of customers and European regulations. Therefore,
NSK has established standards for procurement such as the Master Purchase
Agreement and the Green Procurement Standards, based on the idea that
ecological considerations for parts and material procurement are indispensable
to environmental protection. The company has asked its suppliers to
. . Green Procurement Standards

cooperate in this effort. in multiple languages

In order to obtain the support of overseas suppliers, the Green
Procurement Standards have been translated from Japanese into six other
languages, English, Chinese, Korean, Thai, Portuguese, and Polish.

Based on these standards, the NSK Group evaluates suppliers’ environmental initiatives, as well as
the environmental aspects of products it procures, before deciding to order any materials. Suppliers are
asked to agree to the requirements of the Green Procurement Standards, and to participate in the Green
Procurement System.

I Green Procurement Seminars

The NSK Group held a total of eight Green Procurement Seminars in various
locations across Japan for about 700 suppliers, in order to explain revisions
in the fourth edition of the Green Procurement Standards. In addition, NSK
carried out training for those in charge of interfacing with the Green
Procurement System from 293 suppliers; user ID registration was carried out
for 272 suppliers.

Green Procurement Seminar

I Source Management of Harmful Substances Contained in Products

The NSK Group asks its suppliers to adopt the same standards as the NSK Group, based on the Green
Procurement Standards and the NSK Hazardous Substance List, as part of quality assurance efforts for the
management of environmentally harmful substances contained in or attached to products. There are seven
areas that require management: (1) processes; (2) new products; (3) process change; (4) irregular
circumstances; (5) suppliers; (6) traceability; and (7) information disclosure. It is a mechanism that enables
management of the entire supply chain, by asking direct suppliers to manage their parts and material
suppliers in the same fashion as the NSK Group. Moreover, suppliers are asked to perform independent
inspections and provide chemical analyses of products they deliver. Onsite inspections by NSK are also
performed for surface-treatment as well as plastic- and rubber-product suppliers.

I Green Purchasing

In accordance with its established Green Purchasing Guidelines, the NSK Group pursues green purchasing by
selecting environmentally friendly products for general needs such as stationery, office equipment, and vehicles.
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NSK Group Initiatives in the Manufacturing Stage

This section outlines the various environmental measures and initiatives that the NSK Group implements
in its manufacturing stages.

I Global Warming Countermeasures

Targets to be achieved by FY2006 Performance in FY2006

NSK and group Reduce CO2 emissions per production unit by 6.8%

e Reduced CO2 emissions per production unit by 13.9% Achieved
companies in Japan | (base year: FY1999) 2 per p i b

Global Warming Countermeasures
Contributing to the prevention of global warming, as measured by reduction in CO2 emissions, through the
efficient use of energy and switching to cleaner energy sources

Main Activity Areas

e Shifting to clean energy sources

e Encouraging energy conservation activities

e Converting to highly energy efficient facilities and equipment

Changes in C02 Emissions Per Production Unit and Overall CO2 Emissions

Initiatives of NSK and Group Companies in Japan

While the amount of value-added production increased by 43% (base year: fiscal 1999), thanks to

improvement efforts the amount of CO2 emissions only rose by 23%. As a result, the NSK Group in Japan

surpassed its target of a 6.8% reduction in CO2 emissions per production unit, achieving a 13.9% reduction.
In the future NSK will continue to actively promote changeover to clean energy sources, the

encouragement of energy conservation activities, and conversion to highly energy efficient facilities

and equipment.

Changes in CO2 Emissions Per Production Unit and Overall CO2 Emissions (in Japan)

Rate of reduction'of CO2 emissions [ c02 Emissions |
per production unit (%) — @ - Target rate of reduction of CO2 emissions per production unit

100 | —@— Actual rate of reduction of CO2 emissions per production unit

Emissions amount

~~. (1,000 tons of CO2)
“~e

90 -
- 600

- 500
- 400
300

200

)7 0
99 00 01 02 03 04 05 06 10 (FY)

Notes: The CO2 emissions per production unit refers to the amount of CO2 emissions per one million yen value-added production unit.
The amount of CO2 emissions from purchased electricity is calculated using a thermal electricity conversion value. The CO2-
conversion values for municipal gas, LPG, kerosene, gasoline, diesel oil, and heavy oil A are based on data from the Ministry of
the Environment of Japan.

Initiatives of Group Companies Outside Japan

The NSK Group ascertained the overall amount of CO2 emissions of its 26 plants outside Japan that
comprise the entire scope of plants for fiscal 2006. The total CO2 emission amount for these 26 plants was
416,000 tons. Each site of group companies outside Japan sets targets to reduce CO2 emissions according
to local environmental guidelines, and is aiming to reduce costs as well.
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Conversion to Clean Energy

The NSK Group is switching to natural gas in order to reduce the use of fuels that
emit large amounts of CO2, a major cause of global warming. At NSK Korea Co.,
Ltd.’s Changwon Plant in South Korea, the heating equipment was converted from
kerosene to liquefied natural gas (LNG), which produces lower CO2 emissions.

Heating equipment with
converted fuel sources

Promotion of Energy-saving Activities

The NSK Group is reducing unnecessary use of electricity and fuel,
raising the operational availability of the production line by cutting down
on energy waste (muda), and raising quality through facility maintenance
activities. Moreover, NSK is continuing these steady efforts through
additional measures such as controlling the number of machines used
based on production load, and shutting down equipment during non-
operating hours. As part of this effort, the NSK Manufacturing Education
and Training Center holds facility maintenance training in order to
improve personnel awareness and raise its practical
levels of facility maintenance.

At the Peterlee Plant of NSK Bearings Europe,
employee detection sensors are used to control
lighting on the production line, so that the lighting
only goes on when someone is in the area. At NSK 1 .
Steering Systems Europe, the exhaust heat generated Personnel sensor lighting Using air compressor exhaust heat
by air compressors is used to assist the heating system.

- pe=> T “.
Equipment maintenance training at the NSK
Manufacturing Education and Training Center

Converting to Highly Energy Efficient Facilities and Equipment
The NSK Group is promoting initiatives for the efficient use of energy, such as
controlling pump motors with inverter technology.

At the Jakarta Plant of P.T. NSK Bearings Manufacturing Indonesia, inverters
are used for controlling the pumps that supply coolant water, based on the
production line load, in order to reduce the use of electricity.

Inverter that controls pump
motors

Global Warming Countermeasures at the Fujisawa Plant

As a result of energy conservation activities at the Fujisawa Plant over the past few years, 4
annual CO2 emissions have been reduced by 450 tons. These measures include the
progressive replacement of old turbo refrigerating machines for air-conditioning with new
high-efficiency models, in order to comply with the total ban on chlorofluorocarbon (CFC)
refrigerants. Since the kerosene used as fuel for heating-system hot-water boilers at the

plant contain PRTR-designated substances with high CO2 emission coefficients, the system
will be converted to use cleaner fuels such as municipal natural gas,

' which has a low CO2 emission coefficient. The plan is to reduce CO2
emissions by 1,100 tons per year. We also want to promote energy-saving High-efficiency turbo
activities by encouraging employees to improve production efficiency refrigerating machine
through activities such as reducing the number of defective products.

Itsuro Hirukawa
Production Engineering
Section, Fujisawa Plant
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I Waste Reduction and Recycling Measures

Targets to be achieved by FY2006 Performance in FY2006
Improve the waste recycling rate to at least 95% Recycling rate of 95.3% Achieved
NSK and group
companies in Japan ) o - - . ’
Continue to maintain zero emissions Maintained zero emissions Achieved

Waste-Recycling Policy

By adhering to the 3Rs (reduce, reuse, and recycle) and using proper handling procedures, the NSK Group is
reducing the risk associated with waste disposal. NSK is lowering the amount of waste sent to landfills to
almost zero, and is contributing to the creation of a recycling-oriented society by improving the company’s
recycling rate.

Zero Emission Status

The NSK Group defines zero emissions as the situation whereby “the direct landfill disposal amount is no
more than 1% of total emissions.” The amount of direct landfill waste also includes the landfill waste after
intermediary processing, such as compression, crushing, and dehydration carried out with the goal of meeting
the landfill standards established by the Waste Disposal and Public Cleansing Law. In fiscal 2006, the NSK
Group achieved zero emissions status with a total landfill waste amount of 112 tons, 0.1% of total emissions.

Initiatives in Japan Volume of Landfill Waste and Recycling
In Japan, incidents of large-scale illegal waste dumping have Rates
become a social issue. Businesses that produce waste need to | Total waste, I Land{il waste —e—Recyoling rate |
observe waste disposal laws and carefully confirm that their o Ry

waste is properly disposed. The Waste Disposal and Public
Cleansing Law requires that businesses properly manage their
waste so that unlawful dumping does not occur. Accordingly, NSK 60,000 r 180
held a waste risk management seminar in September 2006, and 40,000f
gathered together the environmental representatives and relevant
persons in charge from each NSK and group plant in Japan. The
seminar presented examples of unlawful waste dumping and 0
gave participants practical training in waste management, in

order to improve daily management skills.

Through the introduction of a waste management system, the NSK
Group improved its ability to ascertain and manage waste disposal
conditions, and is now able to quickly confirm waste amounts and
recycling rates.

Initiatives Outside Japan

The NSK Group established guidelines to achieve a recycling rate of at
least 98% by fiscal 2010 and is promoting related initiatives for its
overseas sites. In fiscal 2006, the total emissions amount for 26 plants
outside of Japan that comprise the entire scope of plants was 63,374
tons, and their recycling rate was 86.9%.

80,000 - 190

20,000+

* Briquette UK-based AKS Precision Ball Europe launched an initiative to recycle
Pressed steel from the : . . .
manufacturing process that sludge fr_om the f_Iashlng process into steel-making raw material, by ! s
has not undergone grinding. forming it into briquettes.* Briquette making equipment

Waste Treatment Flow

Reduced Incinerated Sent to landfill
(through water treatment, etc.) 971t (1.1%) 1121 (0.1%)
3,171 t(3.5%)

Total waste Discarded;grindstones and

Pape|

urnable waste

Recycling
86,607 t
(95.3%)

9
Egga(g?,? Wirt]e(,)]:s - gﬁﬁleéiﬁgge\l’arf 7% \?\}:gt%epaper 1%”2 Reused waste: 24t

yeling Waste oil 12.0% ™= Wood scraps 0.7% Regenerated waste: 85,006 t
Waste plastic  2.7% Other 1.6% Thermal-recycled waste: 1,577 t

*All figures are from group operations within Japan
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I Environmentally Harmful Substances Reduction

Performance in FY2006 Evaluation

Targets to be achieved by FY2006

Reduce the number of liquid coolants containing PRTR-designated substances* ’ o .
NSKand | by 55% (base year: fiscal 2000) Reduction of 56% Achieved
group companies
in Japan Reduce the number of liquid coolants with chlorine-based additives by 60% Reduction of 71% Achieved
(base year: fiscal 2000)

Environmentally Harmful Substance Policy

Along with proper management of the environmentally harmful substances used in its factories, the NSK
Group is reducing its use of these substances, finding replacements for them, and lessening their
environmental impact.

Reduction of Liquid Coolants Containing PRTR-Designated Substances
The NSK Group not only properly manages liquid coolants that contain chemical substances subject to
management under the PRTR Law and strict in-house regulations, but NSK is also working on reducing the
number of such coolants that it currently uses through the introduction of replacements. In fiscal 2006, the
number of coolants used was reduced by 56% (base year: fiscal 2000), through the introduction of
alternative grinding coolants that do not contain 2-aminoethanol, and by reducing the use of products with
1,3,5-trimethylbenzene.

Xylene and toluene account for 68% of the
PRTR-designated substances used by the NSK
Group. They are present in gasoline used to fuel

Changes in the Number of Liquid Coolants Containing
PRTR-Designated Substances

Number of coolants
700

forklifts, and in kerosene used for heating. O Target
Phenol is used as a raw material for frictional 600 - I At
material in automatic transmission parts for 500

automobiles. However, by incinerating exhaust gas
from the manufacturing process, NSK is controlling
the amount of phenol emitted into the atmosphere.

400

300

200

100

0

00 01 02 03 04 05

06 (FY)

Survey of PRTR-Designated Substances (Fiscal 2006) (ko/year)

R () | G | o |
16 2-aminoethanol 3,974 0 1,590 0 2,384 0 0
40 Ethylbenzene 4,866 310 0 0 166 4,390 0
63 Xylene 166,863 27,580 0 0 1,655 129,649 7,979
67 Cresol 2,453 2,230 0 0 175 48 0
144 Dichloropentafluoropropane 8,827 7,138 0 0 130 0 1,559
224 1,3,5-trimethylbenzene 1,856 1,228 0 0 0 101 527
227 Toluene 94,189 40,924 0 0 4,309 48,956 0
243 Barium 1,422 0 0 0 1,422 0 0
266 Phenol 100,862 2,106 0 0 7,212 91,544 0
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* Japan’s Pollutant Release
and Transfer Register
(PRTR) Law: regulates
emission volumes of
designated chemical
substances into the
environment, and is based
on a comprehensive
approach to chemical
substance management.



Group Initiatives

Reduction of Liquid Coolants with Chlorine
Additives

The NSK Group is working to reduce the number of
liquid coolants it uses that contain chlorine additives,
which pose the risk of generating dioxins when
incinerated after use.

Liquid coolants that contain chlorine additives are
mainly used in cutting and grinding processes. After
repeated testing to ensure no negative impact on
processing ability and quality, NSK adopted two new
chlorine-free liquid coolants. This reduced the
remaining number of such products used to 26. A
71% reduction (base year: fiscal 2000) was thereby
secured, achieving the target. Such initiatives will
continue to be implemented in the future.

Complete Elimination of 0zone-Depleting
Substances

The NSK Group is promoting efforts to completely
eliminate halon-based fire extinguishers and CFC
refrigerants, even though they are not normally
released into the environment as part of NSK’s
operations. However, large-scale halon-based fire-
extinguishing equipment that is considered
indispensable by the Fire and Disaster Management
Agency of Japan is exempt from total elimination.

With the replacement of oil coolers in its
machines, the NSK Group has introduced alternative
refrigerants, thereby reducing the amount of harmful
CFCs to 36 kg. NSK achieved a reduction rate for
CFC refrigerants of 99% in fiscal 2006 (base year:
fiscal 2000), and is aiming for total elimination by
fiscal 2008.

Through initiatives to substitute CO2-filled units in
processing machines for the currently installed halon-
based fire extinguishers, the NSK Group now has only
260 kg of halon gas remaining. The reduction rate for
halon was 98% (base year: fiscal 2000), and removal
efforts are continuing with the aim of total elimination
by fiscal 2008.

Changes in the Number of Liquid Coolants
with Chlorine Additives

Number of coolants
100 ~

[ Target
[ Actual

00 01 02 03 04 05 06 (FY)
Stockpile of CFC Refrigerants
Amount held (kg)
4,000
[ Target
I Actual
3,000 -
2,000
1,000
0 00 01 02 03 04 05 06 (FY)
Stockpile of Halon-Based Fire Extinguishers
Amount held (kg)
12,000
[ Target

N Actual

10,000

8,000

6,000

4,000

2,000

0

00 01 02 03 04 05 06 (FY)

I Water Usage

Water Usage Amount

The NSK Group’s plants use water as a coolant in
the grinding process and as a cleaning agent in the
heat-treatment process. The group is working to
gather and monitor the water used in order to
prevent wastage.

Change in Water Usage

(m3/million yen) (million m3)
2 [ Water usage amount |
—@— Per production unit
15 1 14
10 43

o
T
1

[N}

99 00 01 02 03 04 05 06 (FY)
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Environmental Initiatives in Logistics Stages

The NSK Group is reducing its environmental impact in the logistics stages by promoting the 3Rs for packaging materials,
and by ascertaining and reducing its energy consumption during transportation.

Targets to be achieved by FY2006 Performance in FY2006 Evaluation
Ascertain ton-kilometers*' (product, procurement, and Ascertained transportation volume in ton-kilometers .
N - Achieved
NSK and group waste transportation) (122.7 million ton-kms)
companies in Japan '
s:(\;gzg:om wooden boxes to cardboard for large Made switch for 50% of applicable products Achieved

I Initiatives for Comprehensive Environmental Logistics

With comprehensive environmental logistics
as a primary goal, the NSK Group is
promoting environmentally friendly product
packaging and the reduction of environmental
impact caused by transportation. Furthermore,
NSK Logistics, which primarily handles the
NSK Group’s logistics, operates a
comprehensive management system that
integrates the need for quality with
consideration of the environment, and aims
to raise its initiatives to an even higher level.

Environmental Logistics Policy

1. To reduce CO2 in the transportation process
e Improve loading efficiency through integration of product and procurement
logistics
e Reduce number of vehicles and kilometers traveled, based on introduction
of joint transportation and milk-run*? deliveries
e Promote eco-driving* and switch to low-emissions vehicles
e Comply with revised Act Concerning the Rational Use of Energy
2. To reduce environmental impact of packaging
e Apply 3Rs to packaging materials
3. To actively protect the environment
e Continue to operate comprehensive management system at NSK Logistics
for product quality and environmental protection

I Reducing the Environmental Impact of Transportation

There are three main types of distribution within NSK’s supply chain: procurement transportation from
suppliers to NSK plants, completed-product transfers from NSK plants to warehouses, and deliveries from
warehouses to customers. In fiscal 2006, the group put efforts into procurement transportation, such as
“milk runs,” in which a transportation vehicle has a circuitous route with stops at multiple suppliers to pick
up procurement items, and joint transportation. In the future, the group will continue to reduce its
environmental impact by cooperating with suppliers in procurement transportation. NSK Logistics handles all
of the completed-product transfers and deliveries to customers for the NSK Group. NSK Logistics
commissions transportation and deliveries to 96 contract transporters that have cleared strict standards
relating to quality and the environment.

Differences Between Wood Pallets and Plastic Pallets

I Adoption of Plastic Pallets

: Wood pallets Plastic pallets
The NSK.Group has been using wood pallets for Load capaciy 1,000 kg 1000 kg
transporting products. However, wood pallets have a Woodchips | Produces woodchips None
number of flaws; they produce woodchips when broken, Weight 15 kg 12.5 kg
have a short life, and are difficult to reconvert into Workability | 2-way fork entry | 4-way fork entry
i . Life 4 years 8 — 10 years
resources. In view of that, in fiscal 2006 the group began Recyaling Heat Recovery Material

adopting plastic pallets, which are lighter and highly
durable, in place of wood pallets, thereby reducing its use
of wood by 150 tons.

Wood pallet

Plastic pallet

I Measures for the Revised Act Concerning the Rational Use of Energy

The revised Act to Promote Business Activities As a Rational Use of Energy, which came into effect in April
2006, designates consigners whose freight volume is 30 million ton-kilometers or greater as specified
consigners and requires them to prepare an energy saving plan. Consigners are also required to regularly
report energy use and volumes transported (ton-kilometers). In fiscal 2006, the group ascertained data
based on the improved ton-kilometer method*, a method of calculating energy consumption indicated by the
new law, and established a system for quantitatively tallying energy consumption associated with NSK Group
transportation. With a transport volume of 80 million ton-kilometers or more per year, NSK is a specified
consignor and is obliged to reduce its CO2 emissions by 1% per year. Going forward, the NSK Group will
make an effort to achieve its objectives by focusing on three items: a modal shift from trucks to trains and
ships, improving load efficiency through joint transportation, and shortening transportation distances.
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*1 Ton-kilometers: a unit that
expresses transportation
volume, found by
multiplying the transported
weight (tons) by the
distance transported
(kilometers).

*2 Milk-run delivery: a
transportation method that
resembles a milk-delivery
and bottle-collection route.
A transport vehicle
operates a circuitous
delivery route including
multiple destinations,
bringing procurement items
back to the company. This
allows for reductions in
driving distances and
numbers of runs.

*3 Eco-driving:
environmentally friendly
driving that reduces fuel
consumption by adhering
to such practices as
turning off the engine
when the vehicle is
stopped (no idling), as well
as avoiding sudden and
unnecessary braking and
accelerating.

*4 Improved ton-kilometer
method
A method of calculating
energy consumption from
transported ton-kilometers
by maximum loading
capacity using load
efficiency and type of
vehicle fuel.
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I Reducing the Environmental Impact of Packaging

The NSK Group’s product packaging differs according to delivery amount, product type and size, and
customer requests. Between July 2004 and June 2007, the Innovative Packaging Project Team, which
includes members from each of the divisions in the group, worked to reduce environmental impact and
assure better quality packaging. The team developed sturdy all-cardboard packaging materials as an
alternative to hard-to-recycle wooden boxes, and in fiscal 2006, the NSK Group achieved a 50% switchover
rate for applicable products. The team also worked to develop packaging made of recyclable and reusable
iron and plastic for products that weigh more than 100 kg and are too heavy for cardboard packaging, and
packaging that is reusable over long periods if repaired. The group plans to gradually start introducing
packaging that has been through trial manufacturing.

I Green Packaging Manual
Customer requests for packaging have become increasingly varied and

complicated with the spread of awareness of recycling and the need to eI NSK
reduce waste. In August 2006, the Innovative Packaging Project Team
prepared the Green Packaging Manual, a pamphlet that addresses how to HL DRI e = = 7 L

respond to these requests. The manual explains the need for ~ IR OB AT~
environmental consideration of packaging, response policies and ;
objectives, and ways to promote reusable, recyclable, and returnable
packaging. The manual also explains each department’s role in order to
efficiently meet customer requests. The NSK Group is using this manual to
strengthen its environmental measures for packaging, and to increase

20066 84

customer satisfaction. The group is pursuing the most suitable packaging T
to meet individual customer requests by standardizing work through Bt vl

collaboration among plants, and technology, logistics, and
sales departments.

Green Packaging Manual

Role of Each Division

Division Role

Production To make easily recycled or reusable/returnable packaging, and to implement comprehensive packaging improvements,
especially those that result in customer satisfaction, quality assurance, and packaging material cost efficiency
Sales To increase customer satisfaction by ascertaining and understanding customer needs, disseminating this information to
relevant departments, and switching to green packaging
Distribution When used packaging is taken back from customers; to collect, sort, and scrupulously return empty packaging containers
to their original manufacturing plants for reuse

Achievements of the Innovative Packaging Project Team

Customer requests regarding packaging have recently diversified and
become more sophisticated. While this can be taken as an outcome of the
broader and deeper diffusion of environmental concerns throughout
society, the team’s achievements from working on established issues are
no more than mere stepping-stones. The NSK Group is expected to
quickly and continuously apply knowledge and technology in responding to
the latest “hot-topic” issues influencing customer requests brought about by changes in society. The
team has been dissolved, but each department within the group will continuously work together to
push innovative packaging based on the manual, winning a higher appraisal from stakeholders.

NSK CSR Report 2007

46



Environmental Report

On-Site Initiatives

This report profiles four leading sites—in Japan, Europe, the Americas, and Asia—that illustrate the environmental protection
activities being pursued by each manufacturing site in the NSK Group.

el T - el ” The NSK Micro Precision Co., Ltd. Matsukawa Plant produces
A e e il ~| 18 million bearings each month, primarily miniature ball
K M':cro PFI;ECISIOH £o:, Ltd. - bearings with external diameters of 10 mm or less, and
Matsu awa m ships them to markets worldwide. Many of those bearings
play a key role in cutting-edge industries, being incorporated
}fﬂ ’ into fan motors and hard disk drives. The plant, located in
2 - "A'?'ﬂ 5 the Ina Valley in southern Nagano Prefecture, is surrounded
essi 2953 Motoojima, Matsukawa- &;m Shimaina Gun, Nagano by an abur]dance of nature. We_ are determined to take care
'€ of emp.,,yees 230 (a5 of Margh 31, 2007)" of this environment and are striving to produce products with
perati g ball beari lower environmental impact.

!ISQFI__ 4 AT -“@ma'['??f?" 2 ZOW ‘ Nobuhiko Kiyota, Environmental Representative

NSK Micro Precision Initiatives

The Matsukawa Plant recognizes the importance of minimizing the use of chemical
substances with a large environmental impact in the manufacturing process. In fiscal
2001, eight PRTR-designated substances were included in oils used in the
manufacturing process. In fiscal 2006, however, the only PRTR-designated substance
that was handled was xylene, contained in kerosene. The amount of xylene used by
the plant is less than the one ton that must be reported to the government.

The plant has made one improvement after another to reduce the amount of oils Participants in the Tenryu River
used, including reusing spent oil after treating it in a purifier, and devising ways to area cleanup
collect oil that is discharged. Even when oil ultimately becomes waste oil, the
contractor recycles it as high-quality fuel.

Every year at the end of May, about 90 companies in the local community hold a
Tenryu River area cleanup campaign; a social contribution activity. About 40 NSK
Micro Precision employees participate in this event. In addition, the plant distributes a
reagent for easily measuring chemical oxygen demand (COD)*' to the children of
employees as a way of supporting their summer homework. The purpose is to spark
environmental interest in children by going through the process of surveying the water
quality of nearby rivers and preparing a report.

*1 COD:

Used as an indicator to
determinate the density of
organic water pollutants;
indicates the oxygen con-
sumed in order to oxidize
the pollutants contained in
the water.

Water quality survey report

o AKS Precision Ball Europe (hereafter, AKS UK) manufactures
E\lll(rSo':’?ecision Ball Europe Ltd high precision steel balls used in bearings and many indus-
P ' tries, including the automation industry. AKS UK has been
) working vigorously on environmental issues for a long time.
B “= = Infiscal 2006, the company obtained ISO 14001 certification.
i — Clint Swinburn, Environmental Representative

Address: Davy Drive, North West Industrial Estate,
Peterlee, Co. Durham, SR8 2PP, U.K.

Number of employees: 73 (as of March 31, 2007)

Operations: Manufacturing steel balls

IS0 14001 certification obtained: November 27, 2006

AKS UK Initiatives

Since it started operations in 1989, AKS UK has produced a certain level of hazardous
waste. As part of an AKS UK initiative, we decided to begin improvements by reducing
the most abundant waste first. The largest problem was a paste-like sludge mainly
consisting of metal, created in a process called flashing, which removes burrs. The
waste is too heavy to be drawn up with a pump and too wet to be treated as solid
waste, so the company used to dispose of it through landfills. The company
discharges about 220 tons annually, and the disposal cost used to be 45 pounds
sterling per ton. However, the number of disposal sites that accept this waste
decreased drastically nationwide, resulting in the cost more than doubling.

In response, the company installed a briquette machine that can process the wet
sludge into a solid by removing the water through pressurization. The processed solid
briquettes can all be recycled as raw material for steelmaking. What is more, the briquettes are sold at 10 pounds per
ton as raw material for steelmaking, which put an annual 27,619 pound loss 2,200 pounds into the black.

Briquettes made from sludge
for recycling
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Group Initiatives

*2 EPIC:
An acronym for

Environment, Prevent,
Improve, and Comply.

Amemas sx R 4 NSK Steering Systems America’s (hereafter, NSSA)

= 1 environmentally friendly action plan is called EPIC*. This is
NSK Steerlng Systems /America, Inc. an environmental policy for preventing pollution, continually
fig s . making improvements, and complying with laws and
R~ .. regulations. With full employee participation activities, any
y NSSA employee can respond to questions about the site’s

. 24 environmental programs.
Address: 110 Shields Drive, Bennington, . ‘.2.‘5‘ y o prog . i ) ,
VT 05201-8309, USA. i g } Mick Goldsmith, Environmental Representative
Number of employees: 603 (as of March 31, 2007) a 1'.«;

Operations: Manufacturing automotive parts (steering columns) X
1S0 14001 certification obtained: December 19, 2002

NSSA Initiatives

Our recycling activities are advanced, even compared to the other business sites within
the NSK group. The company recycles all of its waste; it does not bury waste. About 200
pallets are ground each day and used as fuel in local greenhouses, and solid waste is
burned off-site to produce steam that is used by a paper manufacturing company. In an
effort to save energy, the company lowered the height of its lighting fixtures and switched
to highly efficient fluorescent lighting, which has cut energy consumption by more than
175 kWh per year.

Further, the company recycles cell phones through the Project Against Violent Encounters
(PAVE), a local organization dedicated to protecting women from violence. In this way, the
company’s environmental initiatives also promote activities that contribute to the local
community. The money obtained from this initiative is used to help fund PAVE’s activities.

The environmental managers from all of NSK Group’s manufacturing sites in the United
States hold a roundtable discussion at which they share success stories and challenges. In
fiscal 2007, NSSA is scheduled to host the meeting.

Lighting before improvement (above)
and after improvement (below)

Asia: NSK Bearings Manufacturing (Thailand) (hereafter, NBMT) has
a vision to become the leading automotive bearing
ggK I_Bt:armgs Manufacturing (Thaua,nd) manufacturer in Asia and Oceania. The company’s

management policy calls for efforts to build a better
environment and local communities in order to fuffill its
M“'" . .g"’*u.-;' social responsibility.

A""’ess &00’43%::;3‘:%‘" '"d‘”s% s Chamroon Sukeewatana, Envionmental Representative

NBMT Initiatives

The Thai government has certified NBMT as an environmentally friendly plant. It is the
company’s responsibility to comply with environmental regulations and meet customers’
demands in order to become an important automotive bearing manufacturing base for the
NSK Group and to become more competitive.

In fiscal 2006, the company held an energy conservation campaign, upgraded its
wastewater treatment system, and made efforts to reuse and recycle packaging materials.
Through the energy conservation campaign the company achieved a 5% reduction in
electrical power consumption per production unit compared with fiscal 2005 in fiscal 2006.
The company also regularly provided all employees with education about safety and the
environment. In fiscal 2006, the company provided the same education to a supplier whom it . .
commissioned to construct an NBMT plant, and also checked the workplace for safety A AAC St
issues. In addition, once a year the company holds firefighting and evacuation drills,
recognizing the importance of ensuring employee safety on a daily basis.

NBMT sees that raising employees’ environmental awareness and promoting safety,
health, and environmental protection efforts will make the company even better.

ghting drill
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Reference Data

Scope of Coverage: NSK and group companies in Japan

Atmosphere
NOx Boiler 150 135 104 NOX .
NSK Ltd, Fujisawa (ppm) Metal furnace %Oé) 3820 - 10106 - NSK Precision (ppm) Boiler 180 150 70
i Soot and dust | Boiler . .27 .007 Co., Ltd., Maebashi | Soot and dust
Plant (includin ) = I
Techn(tljlogl; Il)ie) (@/m*N) Metal furnace 0.2 0.18 0.0197 Precision Machinery | (¢/m*N) Boiler 03 0.05 0.005 or less
’ SO0x Boiler 3.2 29 0.02 or less and Parts Plant SOX
(mN/hr) | Metal furnace 1.03 0.93 0.01 or less (Kvalug) | Boiler 8 1.5 0.084 or less
prieh Boiler 180 120 84 NOX Boller 150 140 477
v 3 ) (ppm) Diesel engine 950 900 730
NSK Lid., Ohtsu Plant | oopeey " | Bollr 0.3 0.05 0.006 NSK Needle Bearing g, oo dust | Boiler 01 0.09 | 0.0030rless
(@/m*N) Co., Ltd., Takasaki N ; -
SOx o (g/mN) Diesel engine 0.1 0.09 0.021
(Kvalug) | Boiler 8.76 5 0.02 or less SOx Boiler 6 5 0.01 or less
NOX (K value) Diesel engine 6 5 0.05 or less
(ppm) Boiler 150 120 & NOX Boiler 150 140 135
: Soot and dust (ppm) Diesel engine 950 900 814
NSK Ltd., Ishibe Plant (g/mN) Boiler 0.1 0.05 0.01 or less NSK Needle Bearing  |"soot and dust | Boiler 01 0.09 0.003 or less
SOX ) Co, Ltd., Haruna (g/m°N) Diesel engine 0.1 0.09 0.009
(Kvalue) | Boiter 8.76 5 0.01 orless gl SOx Boiler 175 7 0.01 or less
) NOx Boiler 150 135 110 (K value) Diesel engine 175 7 0.64
poktitaoatama | (opm) Metal furnace 180 150 110 NOx Boiler 180 160 62
Co I:td Saitama (Sn/ut aRﬂ dust | Boiler 0.1 0.08 0.002 or less (ppm) Diesel engine 950 950 480
v ; g/m? Metal furnace 0.25 0.15 0.011 Soot and dust | Boiler 0.3 0.3 0.032
PR R | g Boiler 1.26 0.6 0.001 or less NSK Kyushu Co., Ltd. | (0o Diesel engine 01 01 0.022
and Parts Plant 9
(m*N/hr) Metal furnace 1.53 0.75 0.013 SOX Boiler 175 13 24
TR E‘:)?))[(n) Boiler 180 135 86 (K value) Diesel engine 17.5 17.5 0.2
G, Ltd; NSK Needle | Sootand du x| Boter 180 | 13 108
Bearing Co., Ltd {g/mN) | Boler 03 0.05 | 0.0050r less pp
Fukushima Plant S0x . NSK-Warner K.K. So/o%zz“d 0t ger 0.3 0.05 0.02 or less
(Kvalug) | Boler 175 15 0.67 (@/mN)
SOx ;
?:)?))r(n) Boiler 180 150 61 (meN/hr) Boiler 1.82 0.16 0.004 or less
NSK Steering Sootand dust | NOx Bf)ller : 180 135 58
Systems Co, Ltd., | (g/m3N) Boiler 0.1 0.05 0.004 or less : : (ppm) Diesel engine 950 900 770
Soja Plant Sox omHa SeKO i | Sootand dust | Boller 03 0.05 | 0.020rless
(Kvalug) | Boiler 8 7 0.067 or less Pll;'r’n - SiN-asant | q/meN) Diesel engine 0.1 0.05 0.036
SOx Boiler 17.5 15 0.5 or less
NSK Steering ?:)?);1) Boiler 180 150 7% (Kvalue) | Diesel engine 17.5 15 0.2
Systems Co., Ltd., (Sgﬂztngpll; dust | piter 03 02 0.007 or less Amatsuji Steel Ball :‘:)%’r‘n) Boiler 180 100 59
A SO; 1170, 80, i 52 Soot and dust
K \)l(alue) Boiler 8 7 0.072 or less Works (g/mN) Boiler 0.3 0.2 0.012

NSK Ltd., Kirihara Branch, NSK Micro Precision Co., Ltd., Fujisawa and Matsukawa plants, Inoue Jikuuke Kogyo Co., Ltd., Chitose Sangyo Co., Ltd., Asahi Seiki Co., Ltd., Shinwa Seiko Co., Ltd., Kutsuki Plant, NSK
Machinery Co., Ltd., Amatsuji Steel Ball Mfg. Co., Ltd. Main Works, and AKS East Japan Co., Ltd.: no applicable particulate-emitting facilities

Actual value for NOx, soot and dust, and SOx are the maximum values recorded from among applicable facilities.

Glossary

NOx: Occurs as nitrogen monoxide and nitrogen dioxide, when burning fuel in boilers.

Soot and dust:  Particles generated during the combustion of fuel.

SOx: Sulfur oxides, particularly sulfur dioxide and sulfur trioxide, produced when fuels containing sulfur are burned in boilers and other equipment.

K value: A coefficient used to calculate the allowable amount of SOx emissions according to smokestack height for each facility, based on the Air Pollution
Control Law. Specified K values have been established for each region. Regions with higher concentrations of plant facilities have more stringent
regulations and lower K values.

pH: A measure of hydrogen-ion concentration. The pH scale indicates the level of acidity or alkalinity of a solution, with pH 7 representing a neutral value.

COD: Chemical oxygen demand. Used as an indicator to determinate the density of organic water pollutants; indicates the oxygen consumed in order to
oxidize the pollutants contained in the water.

BOD: Biochemical oxygen demand. Used as an indicator to determinate the density of organic water pollutants; indicates the oxygen consumed in order to
oxidize the pollutants contained in the water using microbes.

ND: Not detected
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Group Initiatives

Water Quality

" pH 5-9 53-8.8 7.4 H 58-8.6 | 59-85 8.3
NSK Ltd., Fujisawa Plant p - 9-38.
(including Technology Div. BOD(mg/) 600 | 540 | 569 BOD(mg/l) 45 20 17.0
Discharge point | Sewer (no direct discharge to rivers or streams) COD(mg/l) 45 20 8.0
pH 6.0-85 | 6.3-8.0 6.8 i
BOD(mg/) 70 % 50 NSK Kyushu Co, L. o I — 5 20
gOD(T%/ ) — gg gg ?g Nitrogen (mg/) 100 100 76
NSK Ltd., Ohtsu Plant St sol smg) 4 9 Phosphorus (mg/) | 14 14 02
N:tr(tggn) ol 450 30 5' 5 D:-Ischarge point Chikugo River
- pl 6.0-84 | 6.0-84 73
Phosphorus (mg/l) 2 1.8 0.2
Discharge point Morikoshi River BOD(mg/) 22 20 21
oH 60-85 | 63-83 77 COD(mg/l) i 160 20 6.9
BOD(mg/) 70 50 43 NSK-Warner KK. gﬁ"(";g‘;eﬂ)”"ds (ng") 45? %45 ﬁg
COD(mg/1) 70 50 5.1 :
: Suspended soids (mgl) |90 70 1.0 Nitrogen (mg/) 120 30 4.8
NSK Ltd., Ishibe Plant oil (mg/) 5 2 03 Phosphorus (mg/l) 16 4 ND
Nitrogen (mg/l) 20 30 14 Discharge point Saka River
Phosphorus (mg/l) 2 1.6 ND pH 58-86 | 6.0-83 71
Discharge point Yasu River BOD(mg/) 150 100 217
pH 58-86 | 6.0-8.4 73 SOD(T%/" i 150 100 203
BOD(ma/l) 25 20 55 | ikuuke K uspended solids (mg/)) 200 120 14.2
NSK Ltd., Saitama Plant; COD(mg/) 160 40 164 TR DRE BH 0il (/) 4 3 11
NSK Precision Co., Ltd., Suspended solids (mg/) 60 40 0.9 Nitrogen (mg/l) 60 60 33.3
Saitama Precision 0il (mg/1) 5 4 ND Phosphorus (mg/l) 8 6 0.9
Machinery and Parts Plant Nitrogen (mg/l) 120 60 33.9 Discharge point Unada River
Phosphorus (mg/l) 16 8 3.8 pH - 59-85 7.5
Discharge point Naka River BOD(mg/I) - 100 9.0
pH 58-86 | 64-84 7.9 COD(mg/)) - 100 22.0
(B)gD(mg;I) 60 55 33 Chitose Sangyo Co,, Ltd Suspended solids (mg/)) - 100 18.0
- D(mg/l) 60 55 4.4 {plA0k Qil (mg/l) - 5 2.6
F il (T BT Suspended sods (gl |90 85 2.1 Nitrogen (ma/) - 60 140
Oil (mg/)) 5 4 ND Phosphorus (mg/) - 8 1.8
gII-ISCharge point o Hék:;:h' g'xe" — Discharge point Hatsuma River
0~ 0. -V~ O - pH 58-86 | 65-75 7.5
BOD(mg/I 4.
NSK Fukushima Co., Ltd.; Suspegde% szllids o) gg ;g 5 g B0D(mg/) % 15 1.0
NSK Needle - : e COD(mg/1) - 15 4.4
X il (mg/1) 5 4 ND Asahi Seiki Co., Ltd. R -
Bearing Co., Ltd., Nitrogen (mg/) o0 5 18 uspended solids (mg/)) 30 15 1.0
Fukushima Plant Phosphorus (/) 8 7 04 Qil (mg/l) 5 1 ND
- mg — : Discharge point Aida River
Discharge point Yashiro River o 65-80 | 65-80 74
pH 58-86 | 5.9-85 79 e T :
BOD(mg/) % 2% 72 BOD(mg/) 30 20 23
CoD(mg/) 25 2 10.2 - COD(mgr)) 30 20 4.2
NSK Steering Systems Co., Ltd., Suspended sofds (mg/) 50 5 77 Sh!nwa Sglko Co., Ltd., qupended solids (mg/l) 30 25 3.0
Soja Plant 0il (mg/l) 5 2 ND Shin-asahi Plant O!I (mg/1) 5 4 3.0
Nitrogen (mg/l 120 100 7.0 Nitrogen (mg/) 40 30 1.2
Phosphorus (mg/l) 16 14 0.5 Phosphorus (mg/l) 2 2_ ND
Discharge point Taki River Discharge point Ado River
pH 58-86 | 59-85 71 pH 6.0-85 | 6.0-8.4 7.2
BOD(ma/l) 25 24 4.0 BOD(mg/1) 70 20 3.3
COD(mg/1) 25 24 6.8 COD(mg/) 70 20 4.1
NSK Steering Systems Co., Ltd., Suspended solids (mg/) 30 26 2.3 Shinwa Seiko Co., Ltd., Suspended solids (mg/)) 90 25 2.0
Akagi Plant 0il (mg/1) 5 4 ND Kutsuki Plant 0il (mg/l) 5 4 ND
Nitrogen (mg/l) 120 100 5.9 Nitrogen (mg/l) 40 30 21
Phosphorus (mg/l) 16 14 ND Phosphorus (mg/l) 2 2 ND
Discharge point Kamisawa River Discharge point Ado River
pH 58-86 | 59-85 7.6 pH - 5.8-8.6 7.0
BOD(mg/l) 25 24 15 BOD(mg/l) - 54 2.0
- COD(mg/l) 25 24 1.2 COD(mg/)) - 108 34
NSK Precision Co., Ltd., Suspended sofids (mgf) | 50 45 1.0 Suspended solds (mg/) - 108 ND
Maebashi Precision 0il (mg/) 5 4 ND NSK Machinery Co., Ltd i
Machinery and Parts Plant T c Oil (mg/) - 45 ND
Nitrogen (mg/l) 120 100 0.4 Nitrogen (mg/l) - 54 1.1
Ehosr:)horus (!“?/ h| 16 g 14 = 01 Phosphorus (mg/)) - 72 ND
pl'fc arge poin 5856 osmgeyag évef = Discharge point | Showa Marsh (pond and wetlands)
L0 S - pH 5-9 6-8 7.1
BOD(mg/l) 60 35 15.7
NSK Micro Precision Co., Ltd., COD(mg/l) 60 35 20.2 SBlgll))e(nI;:a%/;LIids gl ggg 188 28438
Fujisawa Plant Suspended solids (mg/) 90 88 13.8 Amatsuiji Steel Ball Mfg. Co., Ltd. oil (/) 30 10 3'1
O!I (mg/) - 5 4.'5 - 12 MERbS Nitrogen (mg/l) 240 100 32.0
Discharge point Kashio River
oA - 58-86 59 Phosphorus (mg/l) 32 10 2.8
BODMg/) - 160 16 Discharge point | Sewer (no direct discharge to rivers or streams)
) » - H 65-80 | 65-75 7.1
NSK Micro Precision Co., Ltd., COD(mg/N) - 160 5.0 p
Matsukawa Plant Suspended soids (mgl) | — 200 15.3 BOD(mg/) 20 15 44
0il (mg/) _ 5 12 COD(mg/1) . 20 15 6.0
Discharge point Katagirimatsu River Amatsuji Steel Ball Mfg. Co., Ltd. gl{fp(ende/d”sohds (mgh) 30 20 g g
pH 5-9 [59-85 7.0 Shiga Works il (mg 3 2
NSK Needle Bearing Co., Ltd., BOD(mg/l) 600 500 96.6 Nitrogen (mg/l) 20 18 6.8
Takasaki Plant Cyanide (mg/l) 1 1 0.1 Phosphorus (mg/l) 2 1.8 0.1
Discharge point | Sewer (no discharge into rivers except rain runoff) Discharge point Shiratori River
pH 58-86 | 59-85 7.4 pH 58-86 | 58-86 7.7
BOD(mg/l) 25 24 93 BOD(mg/l) 60 48 6.3
NSK Needle Bearing Co., Ltd., Suspended solids (mg/) 50 45 4.0 COD(mg/1) 60 48 6.4
Haruna Plant oil (mg/) 5 4 1.0 Al e (9 L4 Suspended sofids (mgl] | 90 72 26
Nitrogen (mg/l) 120 100 36.8 0il (mg/1) 4 1.0
Discharge point Mukai River Discharge point Hikichi River
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Environmental Report

Change in CO2 Emissions Per Production

Unit (t-CO2/million yen)

Change in Final Disposal Amounts and Recycling Rates

NSK Ltd., Fujisawa Plant 2.134 2.048 2.156 NSK Ltd., Fujisawa Plant 280 0 84.8 89.4
NSK Ltd., Ohtsu Plant 1.900 1.921 1.878 NSK Ltd., Ohtsu Plant 0.9 2.6 97.6 99.7
NSK Ltd., Ishibe Plant 1.710 1.584 1.846 NSK Ltd., Ishibe Plant 3 22 96.5 96.8
., Sai 3 isil ., Ltd., NSK Ltd., Saitama Plant; NSK Precision Co., Ltd.,
’S“:llt(alr-rtl: P?:(I:tim: npl::::li::rc :;Zcm gll)anlt-td 2894 2702 2790 Saitama Precision Machinery and Parts Plant 119 0 94.9 98.1
Kirihara Branch 0.334 0.293 0.633 Kirihara Branch 0 0 92.8 97.1
NSK Fukushima Co., Ltd.; NSK Needle NSK Fukushima Co., Ltd.; NSK Needle
Bearing Co., Ltd., Fukushima Plant 5733  5.060| 5058 Bearing Co., Ltd., Fukushima Plant Of 55| 994 995
NSK Steering Systems Co., Ltd."! 1.279 1.457 1.422 NSK Steering Systems Co., Ltd."! 39 0 96.4 98.6
NSK Precision Co., Ltd., Maebashi Precision Machinery and Parts Plant 1.725 1.536 1.606 NSK Precision Co., Ltd., Maebashi Precision Machinery and Parts Plant 36 0 95.1 98.0
NSK Micro Precision Co., Ltd., Fujisawa Plant 1.627 1.524 1.583 NSK Micro Precision Co., Ltd., Fujisawa Plant 0 0 74.0 70.9
NSK Micro Precision Co., Ltd., Matsukawa Plant 2.207 2.385 2.858 NSK Micro Precision Co., Ltd., Matsukawa Plant 0.4 0 79.3 82.1
NSK Needle Bearing Co., Ltd., Takasaki Plant 2.361 2.498 2.395 NSK Needle Bearing Co., Ltd., Takasaki Plant 0 0 778 76.5
NSK Needle Bearing Co., Ltd., Haruna Plant 2.242 2.023 2.599 NSK Needle Bearing Co., Ltd., Haruna Plant 0 0 93.0 937
NSK Kyushu Co., Ltd. 2.311 2.021 2.128 NSK Kyushu Co., Ltd. 3.5 0.8 97.4 99.8
NSK-Warner K.K. 1.798 1.702 2.543 NSK-Warner K.K. 1.9 0 95.4 96.3
Inoue Jikuuke Kogyo Co., Ltd. 1.940 2.093 2.458 Inoue Jikuuke Kogyo Co., Ltd. 0 0| 100.0/ 100.0
Chitose Sangyo Co., Ltd. 3.313 2.958 4.663 Chitose Sangyo Co., Ltd. 43 13 97.6 87.3
Asahi Seiki Co., Ltd. 4.119 4.431 4.835 Asahi Seiki Co., Ltd. 72 10 99.4 99.2
Shinwa Seiko Co., Ltd." 6.094 7.248 7.016 Shinwa Seiko Co., Ltd." 33 15 99.2 99.2
NSK Machinery Co., Ltd. 0.697 0.853 0.738 NSK Machinery Co., Ltd. 1.6 1.5 99.2 99.1
Amatsuji Steel Ball Mfg. Co., Ltd. Main Works 4.125 3.809 3.269 Amatsuji Steel Ball Mfg. Co., Ltd. Main Works - 26 - 97.2
Amatsuji Steel Ball Mfg. Co., Ltd. Shiga Works 5.699 5.661 4.928 Amatsuiji Steel Ball Mfg. Co., Ltd. Shiga Works - 4.5 - 98.2
AKS East Japan Co., Ltd. 3.362 3.273 3.475 AKS East Japan Co., Ltd. - 31 - 84.2
*1 Combined data for the Akagi Plant and Soja Plant; based on manufacturing process characteristics
*2 Combined data for the Kutsuki Plant and Shin-asahi Plant; based on manufacturing process characteristics
Release and Transfer Volume of PRTR-Designated Substances ot
g/year)

" 40 Ethylbenzene 1,049 4 0 0 0 1,045 0
:f:gl:a‘ig?gf:rﬁfo:?gfv) 63 |Xylene 44,197 4029 0 0 o] 38521 1647
227 | Toluene 7,693 27 0 0 0 7,666 0

NSK Ltd., Ohtsu Plant 63 Xylene 3,260 2,104 0 0 0 255 901
. 63 Xylene 12,626 3,512 0 0 0 8,420 694

NSKLit, Ehibe Plart 227 | Toluene 5952 32 0 0 o 5920 0
NSK Ltd., Saitama Plant; NSK Precision Co., Ltd., 63 Xylene 16,629 3,212 0 0 0 12,938 479
Saitama recision Machinery and Parts Plant 227 | Toluene 2,275 4 0 0 0 2,271 0
ﬁgﬁ 52'2‘573 Igle:rti;r?a Ié:)d 'Ltd,, Fukushima Plant| 3 | Xvlene 4,150 254 0 0 0 5 1,088
40 Ethylbenzene 2,665 271 0 0 134 2,260 0

NSK Steering Systems Co., Ltd., Soja Plant 63 Xylene 12,545 1,345 0 0 1,155 10,045 0
227 | Toluene 23,108 6,480 0 0 1,703 14,925 0

. . 63 Xylene 7,474 30 0 0 148 7,296 0

NSK Steering Systems Co., Lid., Akagi Plant |77 ene 6,247 19 0 0 o 622 0
NSK Precision Co., Ltd., Maebashi 63 Xylene 6,364 28 0 0 0 6,106 230
Precision Machinery and Parts Plant 227 | Toluene 1,337 4 0 0 0 1,333 0
NSK Needle Bearing Co., Ltd., Takasaki Plant 63 Xylene 11,158 5919 0 0 0 2,694 2,540
227 | Toluene 3,951 0 0 0 0 3,951 0

16 2 3,974 0 1,590 0 2,384 0 0

NSK Needle Bearing Co., Ltd., Haruna Plant 63 Xylene - 1,798 826 0 0 0 619 353
224 1,3, 5t ylbenzene 1,856 1,228 0 0 0 101 527

227 | Toluene 1,591 0 0 0 0 1,591 0

40 Ethylbenzene 1,152 35 0 0 32 1,085 0

63 | Xylene 40,707 1,519 0 0 305 38,883 0

NSK-Warner K.K. 67 Cresol 2,453 2,230 0 0 175 48 0
227  |Toluene 40,132 33,787 0 0 2,606 3,739 0

266 | Phenol 100,862 2,106 0 0 7,212 91,544 0

Inoue Jikuuke Kogyo Co., Ltd. 63 Xylene 1,239 1,165 0 0 0 27 47
Chitose Sangyo Co., Ltd. 63 Xylene 2,178 0 0 0 0 2,178 0
Shinwa Seiko Co., Ltd., Kutsuki Plant 63 Xylene 1,152 6 0 0 0 1,146 0
NSK Machinery Co., Ltd. 227 | Toluene 1,903 571 0 0 0 1,332 0
" . 144 | Dichlorop ropropane 8,827 7,138 0 0 130 0 1,559
Amatsuiji Steel Ball Mfg. Co., Ltd. Main Works 243 | Barium 1422 0 0 0 1422 0 0
Amatsuji Steel Ball Mfg. Co., Ltd. Shiga Works 63 Xylene 1,391 1,344 0 0 47 0 0

Kirihara Branch, NSK Micro Precision Co., Ltd., Fujisawa and Matsukawa plants, Shinwa Seiko Co., Ltd., Shin-asahi Plant, Asahi Seiki Co., Ltd., NSK Kyushu Co., Ltd., and AKS East Japan Co., Ltd.: not applicable

Glossary
Consumed:
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Amount of PRTR-designated substances converted to other substances following chemical reactions (incineration, etc.) and then incorporated in or
included with products that are removed from the site.



Third-Party Opinion

Yoshitsugu Kimura
Dr. Kimura was born in 1936.
He was engaged in tribology
research and education at the
University of Tokyo, as well
as at Kagawa University. He
was president of Kagawa
University and now is
professor emeritus at the
University of Tokyo and
Kagawa University.

Dr. Kimura is also a former
president of the Japanese
Society of Tribologists.

Al Gore’s An Inconvenient Truth has become a
popular topic of discussion. Five years ago, the
Science Council of Japan proposed the Japan
Perspective, a roadmap showing the path that
humanity should take in the 21st century. The
most important issue taken up was the “no-exit
dilemma,” which will arise due to the Earth’s
finite resources and the expansion of human
activities. The Japan Perspective emphasizes that
we need to overcome this problem and make
sustainable development a reality.

The phrase, “NSK aims to contribute to the
well-being and safety of societies and to protect
the global environment,” found in NSK’s mission
statement, seems to be a declaration to address
this problem head-on. If all members of the group
work together to actually turn this philosophy into
a reality, then NSK should be able to fulfill its
corporate social responsibility and solidify the
significance of its existence.

| know very well that for NSK this declaration
is not merely a catch phrase. Taking the
company’s rolling bearings, its main product, as an
example, NSK’s steady efforts have proven fruitful;
the company succeeded in decreasing frictional
torque by revising the internal design of the
bearings, and in extending their useful life by using

EP steel, which minimized non-metallic inclusions
to the limit. The increased control of friction and
useful life achieved through these efforts is truly
contributing to the protection of the global

environment by conserving energy and resources.

A decade ago, corporate social responsibility
was only a matter of a company’s products.
Recently, however, the environment surrounding
businesses has changed, and the manufacturing
process has come to be questioned alongside
products themselves. In this respect as well, the
NSK Group should be praised highly for pursuing
its corporate philosophy through its environmental
management measures, establishing voluntary
action plans covering, among other topics, global
warming countermeasures, waste recycling
measures, and an environmentally harmful
substance policy, and achieving the goals set for
these plans.

Well then, does this mean everything is just
perfect? There is an interesting phrase in the CSR
report: “Change Your Perspective.” This is the
slogan to use as a guide in determining the
group’s ideal form to achieve by its 100th
anniversary. But if everything is going well, why is
there a need to change one’s perspective?

| think that behind this slogan lurks a
fundamental problem found in the rolling bearing
industry, not just in the NSK Group. There is a
view in the world that rolling bearings have
reached the limit of maturation, whether in
product or manufacturing technology, and that
there will be no more drastic developments.

As a scientist in engineering, | want to seek a
new perspective. NSK’s goal of being No. 1 in
total quality is only natural as a leading company.
But being a leading company is all the more
reason | expect NSK to take up new challenges to
incorporate future technological developments, in
addition to being No. 1 in total quality.

Response to Dr. Kimura’s Third-Party Opinion

| would like to express my thanks to Dr. Kimura for his valuable feedback. We will take his feedback
seriously and steadily incorporate it into the NSK Group’s CSR activities in the future. The NSK Group is
committed to realizing its corporate philosophy and to contributing to a more sustainable society. Most
importantly, we must incorporate the viewpoints of not only customers, but a wide range of other
stakeholders, clearly recognize the finitude of the global environment and the problems of a globalizing
economy and society, respond to the changing times, and ensure that each individual employee works
steadily and diligently. Regarding Dr. Kimura’s point about the technical issue of rolling bearings, our
“Change Your Perspective” slogan incorporates the intention to undertake initiatives from a totally new
perspective. NSK celebrated its 90th anniversary in 2006. Looking ahead to its 100th anniversary, the
NSK Group will work on building a strategy that no other company can, aiming to be No. 1 in total
quality in order to meet the expectations of society and fulfill an even greater role.

Kazuo Matsuda

Senior Vice President

Head, Business Development
Division Headquarters,

Head, Compliance Division
Headquarters
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Eco-awareness and
reliability in motion
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Paper Used for This Report

The NSK Group chose environmentally friendly paper and printing methods for the production of this report. The covers and the first
half of the report (pages 2-11) are made of paper certified by the Forest Stewardship Council (FSC) as being made from sustainably
managed forests. The second half (pages 12-51) is made of 100% recycled paper.
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