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While adhering to our basic policy of continuing to pay stable dividends, we have also taken steps to ensure

dividends reflect profits. The targeted payout ratio for the time being is at least 20%, taking into account the entire

growth strategy, including the plan for capital investment.

New Medium-term Management Plan
Launching the new medium-term management plan

We have launched a new medium-term management plan covering the three-year period from fiscal 2006. We are

resolved to promote selection and focus throughout our operations in order to harness the Group’s strengths and

establish a balanced business foundation in terms of both sales and profits, while always ensuring the entire Group

draws inspiration from our corporate slogan: “Aiming to be an enterprise deserving the admiration and affection of

people throughout the world.”

The seven key strategies are as follows:
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71 )  E v e r y w h e r e  w e  o p e r a t e ,  w e  r e s p e c t  h u m a n  r i g h t s  a n d  c o m p l y  w i

t h  a l l  l a w s  a n d  i n t e r n a t i o n a l  r u l e s ,  i n  l e t t e r

a n d  s p i r i t

2 )  B y  m a k i n g  f u l l  u s e  o f  t h e  m o s t  s u i t a b l e  t e c h n o l o g y  a n d  o u r  a

c c u m u l a t e d  e x p e r i e n c e ,  w h i l e  t a k i n g  c a r e f u l  n o t e

o f  t h e  p r o t e c t i o n  o f  p e r s o n a l  i n f o r m a t i o n  a n d  c u s t o m e r  i n f o r m a t i o n ,  w e  p r o v i d e  s a f e  p r o d u c t s  a n d  s e r v i c e sb e n e f i c i a l  t o  s o c i e t y ,  d e l i v e r i n g  s a t i s f a c t i o n  t o  c o n s u m e r s  a n d  c u s t o m e r s  w h i l e  w i n n i n g  t h e i r  t r u s t .

3 )  W e  e n g a g e  i n  f a i r ,  t r a n s p a r e n t  a n d  a p p r o p r i a t e  t r a n s a c t i o n s  b a s e d  o n  f r e e  c o m p e t i t i o n .  A l s o ,  w e  m a i n t a i ns o u n d  a n d  a p p r o p r i a t e  r e l a t i o n s  w i t h  g o v e r n m e n t  a n d  D  4 8 0 4 l  t 2 l o T j  2 8 . 1 2 u 2 . 5 3 T D  ( b i t ) i e s34) BEmphasizng caommuniction aith gur ashrenholdrs andcatlawrg, we rdiscloseinformation an toh
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Review of Operations



Outline of the Business
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Management’s Discussion and Analysis

Overview of Results
During the fiscal year ended March 31, 2006, the economic environment in Japan was characterized by the
spreading to the household sector of the strong performance in the corporate sector and continued economic
expansion supported by domestic private-sector demand fueled a gradual increase in personal consumption.
Overseas, striking growth in emerging markets led to robust sales of automobiles and of information and
communications equipment such as personal computers and mobile telephones.

In these circumstances, the Automotive Components Business achieved solid growth boosted by the strong
performance of Japanese automotive manufacturers. In the Communication Media Components and Technical
Ceramics Businesses, sales of mainstay IC packages and medical products rose sharply. We achieved higher sales
in all our businesses and recorded net sales of ¥284,885 millio
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Costs of goods sold
Costs of goods sold increased ¥25,552 million or 14.4% from the previous year to ¥203,338 million. The ratio of
costs of goods sold to net sales improved 2.3 percentage points from 73.7% the previous year to 71.4%. The
situation by segment is described below.





20organizations for the purpose of00 ducing investment risks. To satisfy short-term demand for ft6s, we uosein-tenalf00serve 

etc. Finanucal Cot6iatio Total assetn Ttal assetn were  ¥ 
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Cash Flows
In the fiscal year ended March 31, 2006, net cash flow provided by operating activities was ¥34,750 million, net
cash used in investing activities was ¥30,692 million, and net cash used in financing activities was ¥2,458 million.
As a result, net cash and cash equivalents at the fiscal year-end after adding a foreign currency translation
adjustment of ¥1,179 million increased ¥2,779 million to ¥43,304 million, an increase of 6.9% year on year. 

Cash flows from operating activities
Net cash provided by operating activities decreased ¥1,342 million or 3.7% from the previous year to ¥34,750
million. Although income before income taxes and minority interests increased ¥12,865 million or 49.2% to ¥39,032
million, trade receivables and income taxes paid increased.

Cash flows from investing activities
Net cash used in investing activities decreased ¥11,090 million or 26.5% from the previous year to ¥30,692 million.
Although purchase of property, plant and equipment increased ¥10,817 million to ¥24,561 million, there was a net
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Consolidated Balance Sheets
March 31, 2006 and 2005

Thousands of
Millions of Yen U.S. Dollars

2006 2005 2006

Assets

Current assets:

Cash and cash equivalents ¥  43,304 ¥  40,525 $   370,120

Short-term investments (Note 5) 45,094 36,229 385,419
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Consolidated Statements of Cash Flows
For the Years ended March 31, 2006 and 2005

Thousands of
Millions of Yen U.S. Dollars
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(f) Allowance for doubtful accounts
Allowance for doubtful accounts has been provided for
at the aggregate amount of estimated credit losses
based on the individual review of doubtful or troubled
receivables and a general reserve for other receivables
calculated based on the historical loss experience for a
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(k) Accrued severance indemnities for officers
The NGK Spark Plug Group may pay severance
indemnities to directors and corporate auditors, which
are subject to the approval of the shareholders. The
NGK Spark Plug Group has provided for the full
amount of the liabilities of directors’ and corporate
auditors’ severance indemnities at the respective bal-
ance sheet dates. At March 31, 2006 and 2005, other
long-term liabilities in the accompanying consolidated
balance sheets included these accruals for directors
and corporate auditors in the amounts of ¥986 million
($8,427 thousand) and ¥1,092 million, respectively.

(l) Income taxes
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At March 31, 2006 and 2005, long-term debt con-
sisted of the following:

Thousands of
Millions of Yen U.S. Dollars

2006 2005 2006

1.86% unsecured bonds
due March 2007 ¥10,000 ¥10,000 $  85,470

Zero coupon convertible bonds with
stock acquisition rights due March 2011 16,099 17,000 137,598

Capital lease obligations for
overseas consolidated subsidiaries 157 174 1,342
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March 31, 2006 and 2005 were ¥3,130 million
($26,752 thousand) and ¥2,100 million, respectively.
For the years ended March 31, 2006 and 2005, lease
expenses for non-cancelable lease agreements which
were categorized as financing leases amounted to
¥899 million ($7,684 thousand) and ¥972 million,
respectively.

The aggregate future minimum payments for such
non-cancelable leases, including the imputed interest
portion, at March 31, 2006 and 2005 were as follows:

Thousands of
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Report of Independent Auditors

To the Board of Directors and Shareholders of
NGK SPARK PLUG CO., LTD.

We have audited the accompanying consolidated balance sheets of NGK SPARK PLUG CO., LTD. and its
consolidated subsidiaries as of March 31, 2006 and 2005, and the related consolidated statements of income,
shareholders’ equity, and cash flows for the years then ended, all expressed in Japanese Yen. These consolidated
financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audits. This report, including the opinion, has
been prepared for and only for the Company’s shareholders as a body in accordance with the Securities and
Exchange Law of Japan and for no orith0.20rose. We do not, in g
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Organization
(As of June 29, 2006)
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Chief Executive Officer

Norio Kato*
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