





Financial Highlights
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Communication Media Components and Technical Ceramics
decreased. As a result, net sales were slightly lower than in

the previous year and profits deteriorated sharply due to the
decline in capacity utilization and the fall of product prices.

As for the future, there are signs that the Japanese economy
is bottoming out. The US economy and other major
economies overseas are also on a moderate recovery track.
However, a decisive recovery of the IT sector is not expected
to materialize in the short term and competition among
automotive components suppliers has been intensifying as
global procurement of components has become the norm in
the automotive industry. In this situation, customers’
requirements in terms of prices are increasingly severe and
cost reduction is the most critical issue for the time being.

In view of these market conditions, we are working to boost
the competitiveness of our products. We are reviewing our
production systems from a global perspective and
strengthening our technology development capabilities so
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the previous year. This was mainly attributable to the increase in
property, plant and equipment. Net cash used in financing activities
amounted to ¥32,719 million as a result of the acquisition and
cancellation of the Company’s stocks and the redemption of the
fourth convertible bonds, compared with net cash provided by
financing activities amounting to ¥6,422 million for the previous

year.

As a result, cash and cash equivalents, taking the effect of exchange
rate changes into account, amounted to ¥39,436 million, having
decreased by ¥40,305 million from ¥79,741 million for the previous

year.

Breakdown by Region

Japan

Despite favorable growth in earnings of the automotive-related
business, sales of the information-telecommunications business
such as IC packages decreased considerably due to a rapid reduction

in demand for semiconductor products. As a result, sales declined

6.1% to ¥187,904 million and operating income fell 58.6% to
¥9,123 million.

North America
In the North American market, sales expanded 5.3% from the

previous year to ¥

7






Thousands of

Millions of Yen U.S. Dollars
2002 2001 2002
Liabilities, Minority Interests and Shareholders’ Equity
Current liabilities:
Short-term borrowings (Note 8) ¥ 18,337 ¥ 17692 $ 137,872
Current portion of long-term debt (Note 8) 537 20,235 4,037
Accounts payable (Notes 7 and 16) 26,138 35,018 196,526
Accrued expenses 12,479 13,267 93,827
Income taxes payable 1,482 8,700 11,143
Other current liabilities (Note 14) 1,447 1,268 10,880

Total current liabilities
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See accompanying Notes to Consolidated Financial Statements.
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(e) Inventories
Inventories are principally stated at moving average cost.

(f) Allowance for doubtful accounts

Allowance for doubtful accounts has been provided for at the
aggregate amount of estimated credit loss for doubtful or
troubled receivables and a general reserve for other receivables
calculated based on the historical loss experience for a certain
past period.

(9) Property, plant and equipment and depreciation

Property, plant and equipment, including significant renewals
and additions, are stated at cost, and have been principally
depreciated by the declining-balance method for the Company
and its domestic consolidated subsidiaries and by the straight-
line method for overseas consolidated subsidiaries at rates based

¥






Marketable securities are classified as available-for-sale and are
stated at fair value with unrealized gains and losses excluded
from the current earnings and reported as a net amount within
the shareholders’ equity account until realized. At March 31,
2002 and 2001, gross unrealized gains and losses for marketable
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As is customary in Japan, substantially all bank borrowings are
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Information summarized by geographic area for the years ended March 31, 2002 and 2001 was as follows:
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Major Subsidiaries and Affiliates

Domestic Subsidiaries

Nittoku Seisakusho Co.,Ltd. Kamioka Ceramic Co.,Ltd.
Production and sale of spark plug
parts

Nittoku Unyu Co. Ltd.
Transportation of the Company's
products

Nichiwa Kiki Co.,Ltd.
Production and sale of spark plug
resister covers and cables

Oguchi Seiki Co.,Ltd.

Production and sale of electrodes
for spark plug and sensors

I 22















