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NEC to Delay Filing Its 2006 Form 20-F and Form 20-F/A 

 

NEC Corporation (“NEC”) hereby notifies that it will be delaying the filing with the U.S. 
Securities and Exchange Commission (“SEC”) of its annual report on Form 20-F for the 
fiscal year ended March 31, 2006 (the “2006 Form 20-F”), which is due not later than 
October 2, 2006.  NEC intends to file a Form 12b-25 as notification to the SEC of its 
inability to timely file the 2006 Form 20-F.  NEC will not file for the 15-day extension 
permitted as part of Form 12b-25 as it has no assurance at this time that it will complete 
the work required to file the 2006 Form 20-F within the 15-day period.  In addition, to 
date, NEC has been unable to file its Form 20-F/A for the fiscal year ended March 31, 
2005 to reflect previously announced restatements of financial statements for the three 
years ended March 31, 2005. 

The delay in the filing of the 2006 Form 20-F, and the inability to file the Form 20-F/A, 
are principally the result of the need for further analysis to support recognition of revenue 
from maintenance and support services provided as part of multiple element 
arrangements with respect to IT solutions.  Specifically, NEC has been unable to gather 
the data necessary to complete the audit with respect to the vendor specific objective 
evidence of the relative fair value of maintenance and support services.  This compilation 
and analysis must be completed in order for NEC’s outside auditor to complete the audits 
under U.S. Public Company Accounting Oversight Board (“PCAOB”) standards of 
NEC’s consolidated financial statements as of and for the fiscal year ended March 31, 
2006 and NEC’s restated consolidated financial statements for prior years. 

The financial results for the fiscal years ended March 31, 2004, 2005 and 2006 (including 
restated financial results for the fiscal years ended March 31, 2004 and 2005) previously 
announced by NEC (and submitted on a Form 6-K) on June 23, 2006 were audited under 
generally accepted auditing standards in Japan, and not under PCAOB standards.  At this 
time and pending completion of the revenue recognition analyses and additional audit 
procedures under PCAOB standards, NEC is unable to determine whether any 
adjustments to the previously announced financial results will be required as a result of 
the ongoing review of the revenue recognition issues. 
NEC notes that, although it is not yet subject to the reporting requirements under Section 
404 of the Sarbanes-Oxley Act in respect of internal control over financial reporting, its 
2006 Form 20-F will disclose material weaknesses in its internal control over financial 
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reporting and, as a result of such material weaknesses, the 2006 Form 20-F will also 
disclose that its disclosure controls and procedures are ineffective. As of the date of this 
press release, the 2006 Form 20-F would have reported the following material 
weaknesses: 
 

The material weaknesses include the failure to have an adequate system of 
internal control over the preparation and review of U.S. GAAP 
consolidated financial statements to ensure that material errors do not 
occur in their preparation.  In particular, (a) the current system of internal 
control over the U.S. GAAP financial statement closing process does not 
ensure that all significant U.S. GAAP adjustments and reclassifications, 
presentations, and disclosures are properly addressed and included in the 
preparation of U.S. GAAP consolidated financial statements; (b) NEC 
currently does not have comprehensive group accounting policies and 
procedures that indicate with specificity how various transactions are to be 
recorded under U.S. GAAP, including procedures to document the 
application of U.S. GAAP to particular transactions such as lease 
transactions, business combinations and reorganizations, and other 
complex accounting areas, or that enable it to maintain a current 
understanding of revisions to U.S. GAAP; and (c) NEC currently does not 
have a sufficient number of personnel with the appropriate knowledge, 
experience, and training in the application of U.S. GAAP at its 
headquarters’ corporate controller division or its various business units 
and subsidiaries. As a result of the foregoing, several material audit 
adjustments to NEC’s historical consolidated financial statements were 
identified, including those related to revenue recognition, income taxes, 
accruals and reserves, and research and development expenses. 
 
In addition, NEC conducted independent investigations into a number of 
irregularities identified during the past two years. These included improper 
accounting practices for revenue recognition related to two U.S. 
subsidiaries, fictitious sales transactions occurring for more than three 
years at a Japanese subsidiary, and several irregularities at certain other 
business units.  Based on the findings and the observations of NEC’s 
outside auditors, in addition to its independent investigations, it identified 
the following material weaknesses: (a) it did not sufficiently emphasize 
the importance of integrity and ethical behavior throughout the NEC 
group; (b) it currently does not have a system of adequate procedures to 
substantiate and reconcile physical assets at external locations, such as at 
vendors, customers, or subcontractors, in comparison to amounts shown 
on its books and records; (c) the review of its actual performance 
compared to budgets, forecasts, and prior period performance failed to 
operate effectively.  In addition, its process for reviewing actual 
performance compared to budgets, forecasts, and prior period performance 
is not applied consistently throughout the NEC group in terms of extent of 
analysis, investigation of variances, and resolution of exceptions; and (d) 
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there is a lack of adequate segregation of certain duties, such as 
maintaining custody of assets, providing authorization and approval of 
transactions and journal entries, and recording and reporting transactions 
and journal entries. 

NEC is working diligently to complete and file its 2006 Form 20-F and Form 20/F-A as 
promptly as possible.  

*** 
 

CAUTIONARY STATEMENTS: 
This material contains forward-looking statements pertaining to strategies, financial targets, 
technology, products and services, and business performance of NEC Corporation and its 
consolidated subsidiaries (collectively “NEC”). Written forward-looking statements may appear in 
other documents that NEC files with stock exchanges or regulatory authorities, such as the U.S. 
Securities and Exchange Commission, and in reports to shareholders and other communications. The 
U.S. Private Securities Litigation Reform Act of 1995 contains, and other applicable laws may 
contain, a safe-harbor for forward-looking statements, on which NEC relies in making these 
disclosures. Some of the forward-looking statements can be identified by the use of forward-looking 
words such as “believes,” “expects,” “may,” “will,” “should,” “seeks,” “intends,” “plans,” 
“estimates,” “aims,” or “anticipates,” or the negative of those words, or other comparable words or 
phrases. You can also identify forward-looking statements by discussions of strategy, beliefs, plans, 
targets, or intentions. Forward-looking statements necessarily depend on currently available 
assumptions, data, or methods that may be incorrect or imprecise and NEC may not be able to 
realize the results expected by them. You should not place undue reliance on forward-looking 
statements, which reflect NEC’s analysis and expectations only. Forward-looking statements are not 
guarantees of future performance and involve inherent risks and uncertainties. A number of 
important factors could cause actual results to differ materially from those in the forward-looking 
statements. Among the factors that could cause actual results to differ materially from such 
statements include (i) global economic conditions and general economic conditions in NEC’s markets, 
(ii) fluctuating demand for, and competitive pricing pressure on, NEC’s products and services, (iii) 
NEC’s ability to continue to win acceptance of NEC’s products and services in highly competitive 
markets, (iv) NEC’s ability to expand into foreign markets, such as China, (v) regulatory change and 
uncertainty and potential legal liability relating to NEC’s business and operations, (vi) NEC’s ability 
to restructure, or otherwise adjust, its operations to reflect changing market conditions, and (vii) 
movement of currency exchange rates, particularly the rate between the yen and the U.S. dollar. Any 
forward-looking statements speak only as of the date on which they are made. New risks and 
uncertainties come up from time to time, and it is impossible for NEC to predict these events or how 
they may affect NEC. NEC does not undertake any obligation to update or revise any of the forward-
looking statements, whether as a result of new information, future events, or otherwise. 
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