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Remarks on forecast contained in the Annual Report

The subjects covered in this Annual Report concerning the future, such as the Company's plans and strategy, are based on information
available at the time this Report was prepared, as well as on the judgment of the Company's management. Please understand that various factors
may effect the Company's performance in the future and that the Company's plan or forecast may not necessarily be accomplished. Therefore,
the reader is kindly advised to refrain from total reliance on the Company's plans, etc., as set forth in this Report. The exchange rate used in

formulating our forecast is ¥108 to US$1.



. FinanCial Highlights years ended Masfc,;lkg"},EZIeOC(gr]i Caggt’Zé‘ZdO‘

Millions of yen Thousands of U.S. dollars
2001 2000 2001 2000
For the year:
L SALES ...veeeiiieeetie ettt ettt et e e et e e et e e et e e e bt e e e at e e e eabee e abeeeeabeeean ¥158,710 ¥136,529 $1,280,952 $1,286,189
Operating iNCOMIE .......coccuiiiiiiiiiiieiie e 8,807 4,701 71,082 44,286
Nt INCOIME ...iiiiiiiiiiiet ettt et e 1,294 (803) 10,444 (7,565)
Per share:
(in yen and U.S. dollars)
NEt INCOIME . e e e e e e e e e e e e 10.24 (6.34) 0.08 (0.06)
Cash dividends 10.00 10.00 0.08 0.09
At year-end:
TOTAL ASSELS .eeeeuetieeiiieeiiiee ettt ettt ettt ettt e st e st e st esbee e st e e e e saeees 175,558 170,766 1,416,993 1,608,724
Total shareholders’ @qQUILY ........cccevueiiriiiiniiiiniieeeee e 59,400 61,402 479,419 578,446

Note: The U.S. dollar amounts represent translations of Japanese yen, for convenience only, at the rate of ¥123.90 to US $1.
See Note 2 to Consolidated Financial Statements.

(¥Million) (¥Million) (¥Million)
200,000 - 5,000 200,000 -
4,000f
150,000 150,000}
3,000F
100,000} 20001 100,000
1,000+
. 1999
50,000 1997 1998 2000 2001 50,000
-1,000
L 0
1097 1998 1998 2000 2001 2,000 1097 1998 1999 2000 2001
Net Sales Net Income Total Assets



B To Our Shareholders

Our broad lineup of technologically superior and competitive
power supply products has earned Sanken Electric Co., Ltd. a
reputation for its expertise in the design and manufacture of power
electronics products. We are innovators, with a focus on power
electronics technologies. As energy conservation and environmental
issues rise to the forefront of the social consciousness, we are
experiencing a rapid increase in demand for our power semiconduc-
tors. We are seeing a particularly rapid increase in the field of
electronic home appliances, which demands energy efficiency, and
in the automotive field, where electronics are increasingly being
utilized to reduce environmental impact and improve safety. We
have responded to these changes in the business environment by
focusing on niche markets that the major semiconductor makers
have overlooked, or where they are poorly represented, supplying
sophisticated products that meet individual customer needs.

%yﬁ?m*

Yuji Morita

President

Basic Management Policy

Sanken envisions growth over the
long-term by realizing the interests of
the people who have an interest in our
business, including shareholders and
customers. With this in mind, we have
emphasized consolidation of our
business management, striving always
to achieve greater management effi-
ciency and speed. We are also endeav-
oring to strike a balance between scale
and efficiency.

Profit Sharing Policy

Sanken places the highest priority on
returning the company's profits to the
Company's shareholders in the form of
dividends and capital gains, for which
the Company is working to ensure
stable and solid profits through en-
hancement of profitability and
strengthening of our financial struc-
ture. For that purpose, we focus our
capital investment and R&D invest-
ments on those fields which will
contribute to strengthening of the
corporate structure or expanding
business activities, thereby utilizing the
Company's funds effectively. Further-
more, Sanken endeavors to reduce
long-term debt and amortize the
Company stock to the extent that it
will not adversely affect our balance of
capital composition.



Overview on a Consolidated Basis

Millions of yen

Year ended March 2001 Year ended March 2000 Percentage growth(%)

Net SALES ..vvvvevrieeriiirieieiieiiieiieeeeeeieeeaeeeeaeeans
Operating income..........cccccoevvviininiieeennnnn.
Net iNCOmMEe ....covveveiiiieiiiiiieeeieeeeeee e

158,710

.................................... 8,807

1,294 (*1)

2.1% (*2 7.7%)
.................................... 4.4%

136,529 16.2

4,701 87.3

803 61.0
1.3%
1.4%

(*1) Incl. approximately ¥5,252 million for lump-sum amortization of PBO.
(*2) Figures supposing no lump-sum amortization of PBO, etc. were calculated.

Main Features of Operations in the Year Under Review

Net Sales Were the Highest in Our
History, and Operating Income
Grew by 87.3% Against the
Previous Year.

The major factors that contributed to
the above results are as follows:

* Demand for semiconductors rose
steadily in the audio-visual (AV)
equipment market in concert with
progress of digitalization in this
market.

Growth of semiconductor markets
for home appliances (e.g. air-
conditioners, refrigerators, washing
machines) in response to the need
for greater energy savings, as well as
for automotive electronic products,
together with growth attributed to
advances in electronic device
technologies.

Expansion of the demand for
power-supply infrastructure in the
information/ communications
equipment markets.

*

*

Major Overseas Subsidiaries
Enhanced Our Business Results.

The following overseas subsidiaries
contributed greatly to increases in
sales and profits:

* Allegro MicroSystems, Inc. (in the
United States) improved its perfor-

mance, primarily with automotive
products;

* Sanken Power Systems (UK) Ltd.
contributed in the market for motor
control boards.

PT. Sanken Indonesia Began
Operation of a New Plant.

PT. Sanken Indonesia's new plant
commenced operation in January
2001 in order to cope with increasing
orders. PT. Sanken Indonesia was
established to simultaneously reduce
production costs for switching power
supplies and AC adapters, and to
reduce distribution/procurement costs
through production at the optimum
location. Since the commencement of
operations at the new plant, PT.
Sanken Indonesia's production
capacity has risen to 300,000 switch-
ing power supply units and 350,000
AC adapter units, for a total monthly
production volume of 650,000
transformer units.

Arrangement of Balance Sheets

For the purpose of achieving an
improved balance sheet, the following
accounting processes were imple-
mented:

Lump-sum amortization of PBO:

¥5,252 million.
Capital Investment

Capital investment for the year under
review was ¥894 million on an
individual basis, mainly for the
purchase of manufacturing and
research facilities. On a consolidated
basis, capital investment totalled
¥12,899 million. This was aimed at
expanding our production base,
increasing production capacity, and
reducing production costs, including
the purchase of assembly equipment
by Ishikawa Sanken Co., Ltd., and the
adoption of the 6-inch process in the
IC chip fabrication process and
expansion of the BCD process line by
Yamagata Sanken Co., Ltd.



Three-year Plan and the Results in the Year Under Review

Millions of yen

Year ended March
2001 (projected)

Year ended March Year ended March
2001 (accomplished) 2002 (Forecast)

Year ended March
2003 (projected)

NE SALES .o e e e e 150,000 158,710 159,000
Net income 3,000 1,294 (*1) 4,000
ROE oottt e e e e e e et e e e e e e e enanaes 5.0% 2.1% (*2 7.7%) -
ROA oo 3.6% 4.4% -

180,000
6,000
8%

6%

(*1) Incl. approximately ¥5,252 million for lump-sum amortization of PBO.
(*2) Figures supposing no lump-sum amortization of PBO, etc. were made.

Outline of the Plan

Sanken formulated a Three-year Plan
which was implemented beginning in
April of 2000, and which is being
wholeheartedly acted upon with the
goal of full accomplishment. The above
table shows the projected figures and
the results for the year under review.

The Company's business has
traditionally been centered around
two pillars, i.e., semiconductors and
power supply equipment. However,
the Three-year Plan focuses on semi-
conductors as a core business that is
expected to achieve high growth in
the 21st century, and the plan in-
cludes a policy of making priority

investments of management resources
in "growth areas" centered on this
semiconductor business. On the other
hand, Sanken intends to establish its
switching power supply business on a
sound basis rapidly by such means as
cost reductions through intensive
production at locations which enable
low-cost production. Also, in the
power supply equipment business, the
plan envisions strengthening of the
supply of highly reliable power supply
systems, primarily in the private-
demand markets, thereby achieving
expanded sales to improve business
performance.

Concrete Measures

0 Investment in human resources

During the year under review,
Sanken's education & training expenses
doubled over the previous year in order
to promote the nurture of highly skilled
personnel who are capable of realizing
the Company's targets of "faster-
moving," "global" and "expert" organiza-
tion. Investment for this purpose will
continue in the coming years.

0 Semiconductors

Sanken has endeavored to improve its
"differentiated technologies" such as
BCD process technology and assembly



technology to provide high added
value, “one of a kind” products for new
applications, which are relying increas-
ingly on electronics. These include
automotive electronics and home
appliances (air-conditioners, refrigera-
tors, washing machines, etc.). These
products are instrumental in opening
new markets. Moreover, continuous
efforts have been made to enhance
technological capabilities, launch new
products and pioneer new markets.
These efforts in the previous year have
led to the following results:

"Improvement of technological
capabilities"
Improvement of BCD process
technology (ongoing project)

"Launching of new products"
Launching of ICs exclusively for
digital-audio amplifier output
(implemented in May 2001)

"Pioneering of new markets"
Semiconductors for home appli-
ance markets

“Alliance”

In May 2001, Sanken formed a
strategic collaboration agreement with
International Rectifier Corporation (IR),
a major Power Semiconductor com-
pany in U.S.A. Sanken has maintained
a friendly relationship with IR for more
than 10 years, primarily in the area of
technology, and this collaboration will
be made stronger in broader areas
including production and marketing/
sales, through this agreement. Our
competitiveness will become higher
through complementary cooperation
in product items and advantageous
geographical areas (i.e. Sanken in Asia
and IR in the United States).

0 Switching power supplies

In Switching Power Supplies, Sanken
aims to expand its product range into
new areas of switching power supply
through a fusion with semiconductor
technology, as well as to create new
markets for motor control boards, etc.
At the same time, the Company intends
to reduce production costs through the
transfer of manufacturing operations to
Indonesia, and lower material costs
through promotion of local procure-
ment.

0 Power supply equipment

In the area of Power Supply Equip-
ment, Sanken has undertaken cost
reductions and profitability improve-
ments through productivity enhance-
ment and material cost reduction. We
have also worked to provide power
supply system solutions based on core
products such as rectifiers, inverters and
uninterruptible power supplies (UPSs).

Sanken has endeavored to achieve
higher competitiveness and expanded
sales of UPSs by enhancing product
capability through combination with
software. We are also aiming to expand
the IT market by the introduction of
medium/small-scale models. Further-
more, efforts will be made to develop
new products in the areas of energy
conservation and environment protec-
tion, and to strengthen our overseas
market through expanded sales of
general-purpose inverters and UPSs in
the China and Taiwan markets.



B Business Overview

The following table indicates Sanken's business results by segment.

Millions of yen

2001 2000 1999 1998 1997

Semiconductor division 94,574 86,724 96,688 91,069
SNATE (F0) 1eveeeiieiiiieeeeeeeeitee e ettt e e e e e e e e e e e e eaaneee . 69.3 64.8 64.4 62.7
Year on Year Change (%) 9.1 -10.3 6.2 2.4
Switching Power Supply division .............................. 27,565 23,396 23,625 27,605 28,357
SNATE (Y0) 1eeeeeiiiiieeeee e ettt e ettt e e e e e e e e e e e e eanreee 17.4 17.1 17.7 18.4 19.5
Year on Year Change (%) .....coeeevveerriveeernieeeennieeeennieeennns 17.8 -0.2 -14.4 2.7 15.5
Power Supply Equipment division ............................ 20,962 18,558 23,414 25,842 25,774
SHATe (Y0) ceeeeeiiiieieee e e e 13.2 13.6 17.5 17.2 17.8
Year on Year Change (%) 13.0 -20.7 9.4 0.3 14.2
Total 158,710 136,529 133,763 150,135 145,200
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Operations and Results by Segment

(1) Semiconductors
0 Sanken's products
Sanken's leading products in the
semiconductor business are in the
tield of “power semiconductors.”
Power semiconductors are recognized
as the primary power supply for
driving electronic circuits, and their
function can be compared to that of
the heart in the human body,
supporting the operation of LSI
devices which can be compared to
the human brain.
The Company produces a wide range
of these products, such as hybrid IC's,
transistors, diodes and light-emitting
diodes (LED's).
Our products already command a
large share of the markets for AV
equipment and information/commu-
nications equipment. Sanken's
products are also being accepted in
the automotive electronics market.
This market is adopting more and
more electronic devices to meet the
demands for environmental protec-
tion and improved safety, in addition
to the home appliance/office &
factory automation equipment
markets which are implementing
energy saving measures. These trends
are contributing to our expanded
sales results. General market condi-
tions are severe at present, primarily
in the areas of personal computers
and mobile phones. However, this
Company's products have been
affected less severely due to differing
market conditions. Sanken has been
affected only slightly by price
reductions for semiconductors in
these markets.

0 Sanken's market shares

Our BCD process technology is
highly evaluated in the electronics
industry. It has become the source of
Sanken's competitiveness and the
basis for our company's large share of

the global market for power semicon-
ductors. In the United States, Sanken
collaborates with International
Rectifier Corporation a U.S. company
of the same scale, in the areas of
technology, production and sales/
marketing, thereby occupying an
approximately 20 percent share of the
power semiconductor market in the
world by both companies. This is a
strategy we have adopted to take the
initiative in this area through mutual
complement and creative develop-
ment.

By individual market, Sanken is the
leader in the following product areas:
In “high voltage rectifier diodes” for
electronic microwave ovens, Sanken
holds an approximately 90 percent
share of the global market.

In power IC regulators for TVs,
Sanken holds a greater than 60
percent share of the global market.
“BCD process technology” is a
technology that enables three differ-
ent wafer processes at once to be
performed on one chip, which had
previously been implemented indi-
vidually for making products. These
three processes are the “Bipolar”
process for controlling analog circuits,
the “complementary metal oxide
semiconductor (CMOS)” process,
which offers high speed and is
suitable for digital control circuits,
and “double diffused MOS (DMOS)”
which is suitable for large-current
output.

In recent years, ICs are required not
only to function as control circuits
but also to be multi-functional and
more compact, incorporating sensor
processing circuits and the peripheral
function circuits of micro-computers,
etc. In order to meet these require-
ments simultaneously, it becomes
necessary to form individual circuits
on a single chip.

Sanken first established the BiICMOS

Diodes 26.0%

Transistors 16.9%
Other 18.5%

Composition of Sales (Semiconductors)

AV / Information /
Communications

____ Home appliances/ __| 22%

19% " office & Factory automation

15% 19%

Automotive
FY97 FYo00

Changes in Proportional Ratios of Markets

"SLA5506M" IC Specially for Digital Audio
Amplifier



process technology that is capable of
forming Bipolar and CMOS on one
chip and, furthermore, realized high
power control by one chip to cope
with large currents, high voltages,
etc., that can not be handled by
BiCMOS. Thus the Company pio-
neered in establishing BCD process
technologies which are capable of
being applied in mass production.

0 Business overview in the year
under review

In hybrid IC's, i.e. our major prod-
ucts, new products for automotive
electronics contributed to sales
increases. The applications for the
products largely expanded also in
home appliances such as refrigerators
and washing machines.

While sales of diodes were sluggish
due to intensified price competition,
sales of transistors grew steadily,
supported by the demand for audio-
market-bound products.

Sales of LED's increased especially in
the area of outdoor display systems.
Sales of cold cathode fluorescent
lumps also increased due to the
demand for notebook PCs and LCD
monitors.

Sales at Allegro MicroSystems, Inc.
grew primarily due to sales increase of
products for automobiles.

(2) Switching Power Supplies

0 Sanken's products

The main products handled by this
segment are switching power sup-
plies. Our products are used as stable
DC power supplies for office and
factory automation equipment,
including printers, faxes, and copiers.
In addition, we manufacture AC
adapters for notebook PCs, and
transformers are also included in this
business segment. We are firmly
established as Japan's leading manu-
facturer of customized compact,
light-weight power supply products.

0 Business overview in the year
under review

Sales of switching power supplies
continued to increase beyond the
previous year's sales thanks to the
solid market for products used in
digital copiers and printers.

Use of AC adapters expanded owing
to demand for such equipment to
power notebook PCs and LCD
displays. This strong demand resulted
in sales increases of AC adapters. This
has enabled PT. Sanken Indonesia to
boost its production capacity im-
mensely and improve its cost com-
petitiveness.

Composition of Sales by Product
(Switching Power Supplies)

General-Purpose Switching Power Supply
PCU Series

o0
2L 4a

General-Purpose AC adapter SEA Series

PT. Sanken Indonesia

Switching power supplies
70.0%

AC adapters 16.9%
Other 18.5%



(3) Power Supply Equipment

0 Sanken's products

This segment provides power sup-
plies for communications facilities &
equipment, large-scale UPS equip-
ment, general-purpose UPSs, and
general-purpose inverters. Markets
for these products are expanding due
to the additional construction of base
stations caused by proliferation of
mobile phones, as well as the in-
creased demand for backup power
supplies. Although general-purpose
UPSs faces accelerated technological
competition from digital control
systems, Sanken has launched
products which are also superior in
terms of software, obtaining a
favorable reputation.

0 Business overview in the year under
review

In the area of power supply equip-
ment for communications facilities &
equipment, the demand for base
stations for next-generation mobile
phones increased.

Sales of large-scale UPS equipment
grew steadily, supported by orders for
DC power supplies for electrolytic
plating.

Sales of general-purpose UPSs also
rose as we made improvements in the
production facility for new products
and launched a new software product
for power supply management.

Custom-power supply equipment
65.2%

General-purpose UPSs 20.6%

General-purpose inverters
18.5%

Composition of Sales by Product
(Power Supply Equipment)

General-Purpose UPSs FULLBACK SMU Series

Power Supply Management Software
FULLBACK Manager Pro



CONSOLIDATED FIVE-YEAR SUMMARY  Fears ended Marth 51

Millions of yen

2001 2000 1999 1998 1997
STATEMENTS OF INCOME
INEE SALES ..uevviiieeeeiiiieeeeeeiireeeeeeeirreeeeesenraeeeeeanraraeeesennsseaeesensnsseeens ¥158,710 ¥136,529 ¥133,763 ¥150,136 ¥145,200
COSE Of SALES ..vvvviieeieeeeeeeeeeeeeeeeeeeceicrreerereeeeeeeeeeaeeeaeeeseeennnnnnnnes 127,202 111,586 110,227 115,713 112,577
GIOSS PIOFI ..eeniiiiiiiiiiiiee ettt 31,507 24,942 23,536 34,423 32,623
Selling, general and administrative eXpenses ..........ccc.cccceeueeene 22,700 20,240 20,373 22,467 20,948
Operating iNCOME ..........ccoovvuiiiiiiiiiiiiiiiiiiiiece e 8,807 4,701 3,163 11,956 11,675
Other iNCOmMe (EXPEIISES) ...uuvvreeerveurrireieriiiieeeeaiiiieeeeeeeireeeeessnnne (5,883) (2,227) (4,307) (3,771) (2,327)
(Loss) Income before income taxes, minority interest .............. 2,924 2,474 (1,144) 8,185 9,348
o (0 4 0 (IR 72 b G SRR 4,468 1,946 586 4,666 4,714
D[S o 0 U0 o' (< UPRR PP 1,294 803 (1,805) 3,421 4,630
BALANCE SHEETS
TOtal CUTTENT ASSEES ..uuuueeeeeiriririrrrrreeeeeeeeeeeeeeeeeeaaeeennnnnnsssrnrsreneeeees ¥109,067 ¥107,737 ¥100,704 ¥98,924 ¥96,398
Total investments and long-term receivables 10,629 8,085 11,675 7,939 5,953
Property, plant and equipment, at cost ... 54,520 50,250 54,105 48,466 47,203
OTNET ASSELS 1evuervreeeieriiiieeeeaiititeeeeesiareeeeessrrteeesesssraeeessssnsaeeeennns 1,341 1,645 1,019 3,161 3,498
TOtAL @SSEES uvvvvreereriiiieeeeeneiiieeeeeniteeeeeesireeeeeesnnreeeessssanaeesesssnene 175,558 170,766 168,996 158,762 153,306
Total current liabiliti€s ........ccccvvrreeieiieeeeeeeiieiieeeeecccierreeeeraeeees 61,112 62,013 66,217 62,198 62,674
Total long-term Habilities ........ccceevueerieeriirieenienierieeneeeieeieens 54,856 47,182 40,544 30,115 30,476
MiINOority INtEIeSts ......ccouviiiiiiiiiiiiiiiiiiiiii i 189 168 247 200 108
Total shareholders’” eqUity .......ccoooeeeeiiiiiiiieniiieeiiieeieceieeeee 59,400 61,402 61,988 66,249 60,048
Total liabilities and shareholders’ equity .........ccccccceevvieeinieeennnee 175,558 170,766 168,996 158,762 153,306
PER SHARE

Yen

Shareholders’ equity per share ........cccccceeveeieiiiiniiieeniicenieene ¥472.92 ¥485.57 ¥488.26 ¥517.74 ¥488.83
Net income per share .........ccceeeviiiiiiiiiiiiiiic e 10.24 6.34 (14.16) 27.03 37.75
Cash dividends per share .. 10.00 10.00 10.00 10.00 10.00




CONSOLIDATED BALANCE SHEETS March 31, 2001 and 2000

Thousands of U.S.
Millions of yen dollars (Note 2)
2001 2000 2001
ASSETS
Current assets:
Cash and deposits (INOTE 3) ....ccccuiiiiiiiiiiiiiiiiii ettt et e et e e eeaneeesneeeennee ¥ 12,833 ¥ 25830 $ 103,575
Notes and accounts receivable:
B Te (Vo U A0 o 1< SRRt 46,676 43,967 376,723
Less allowance for doubtful 1€CeIVADIES ..........cceeeeeeiiiiieiiieeeiccciiiireeeeeeeeeeeeeeeeeeeeeeeeeeeenennns (96) (285) (775)
46,579 43,681 375,940
Inventories (Note 5) ................. .. 44,934 35,501 362,663
Deferred tax assets (Note 8) .. 1,753 1,084 14,149
Other current assets.................. . 2,966 1,639 23,939

Total current assets 109,067 107,737 880,282

Investments and long-term receivables:
Investments in unconsolidated

subsidiaries and affiliates ...........eeeeieeeiiiieeee e e e e e e e e e e e e e e e e e e e aennan 1,222 1,097 9,863
Investments in other securities (Note 4) .. 5,737 4,680 46,303
Deferred tax assets (Note 8) .........ccceevvrvrvvnnnnns .. 1,930 99 15,577
Other 1ong-term reCeIVADIES ........ccocuiiiiiiiiiiii ittt ettt e 1,739 2,208 14,036
Less allowance for doubtful 1€CeIVADIES ..........cceiiiiiiiiiieeeiiceiieeeeeeee e e e e e e e e e e e e e e e eeeennaaneees 0) 0) 0)

Total investments and long-term receivables 10,629 8,085 85,787

Property, plant and equipment, at cost (Note 6):

 0F: Vo o KPS OSSR 4,360 4,283 35,190
Buildings 45,128 44,086 364,229
Machinery and equipment . 114,745 101,998 926,110
(@70} 81 5 0T o) 0 B0 b I 0) 03 {3 R 3,145 2,214 25,383

167,380 152,582 1,350,928
Less accumulated depreCiation ..........coocuueiiiteiieieiieiee ettt ettt e e e e eeaeeesea e e (112,859) (102,331) (910,888)
Property, plant and equipment, net 54,520 50,250 440,032

) T T S S € S 1,341 1,645 10,823
T M @G IS E TN E TS c00000000000000000000000000000000050000000000000000E00000000a0000000a0000000GAE00000CAaa0000 — 3,047 —

Total assets ¥ 175,558 ¥ 170,766 $1,416,993

The accompanying notes are an integral part of the consolidated financial statements.



Thousands of U.S.

Millions of yen

dollars (Note 2)

2001 2000 2001
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Short-term bank 10ans (INOTE 6) ........uuruuurrrreerrieeeeeeeeeeeeeeeeeieeeieiissssrrreereeeseseeseeaeeeaaesasessssssssssssssees 10,855 ¥ 13,577 $ 87,611
Current portion of long-term debt (NOTE 6) ........coevuuieriiiiiiiiiiiiiiiniie ettt et eree e eeaeee 5,608 8,159 45,262
Notes and accounts payable:
B 6 TV U B0 1 o L) 30,141 29,403 243,269
(@70) 1 6 11 (el u (0] o KPS TP PP PPPUPRN 527 272 4,253
30,668 29,676 247,522
ACCTUC @XPEIISES ..cnerienitieiiiieeeiie et e ettt e et e e et e e e enteeeatteeeaseeeesaeeetneeesnneeesnneeesnneeeannneeenneeenn 7,867 6,860 63,495
Income taxes payable (Note 8) 3,664 2,096 29,572
Deferred tax liabilities (Note 8) 4 — 32
Other CUTTeNt LHADITIES .....ceeiiiiieiieieeeiccitiee et et e e eeeeeeeeeeeeeeseeeaaanssssaaessssesseeaeaeaaseesesesensannnsnnnnes 2,442 1,643 19,709
Total current liabilities 61,112 62,013 493,236
Long-term liabilities:
Long-term debt (INOTE 6) ........ceeeiiiiiiiiiiiiiiiiiieeiete ettt ettt ebee et eenneeesaneeesaneeesneeeennee 48,044 45,433 387,764
Accrued retirement benefits to directors.................... 527 472 4,253
Accrued employees’ retirement benefits (Note 7) 6,083 668 49,096
Deferred tax liabilities (NOte 8) ......cccccvvvvveeeeeeeeeeeeennnn. 32 406 258
Other long-term Labilities ..........ccccoooiiiiiiiiiiiii 169 201 1,364
Total long-term liabilities 54,856 47,182 442,744
MINOFILY IIEETESTES ...ttt ettt e et e et eesaneeesaneee e 189 168 1,525
Shareholders’ equity:
Common stock, ¥50 per value:
Authorized:
2001— 257,150,000 shares
2000—258,000,000 shares
Issued:
2001—125,606,866 shares 20,880 — 168,523
2000—126,456,866 shares
CaAPITAL SUTPIUS ...ttt ettt e ete e e et e e et e e nneeesaneeesaneeesnneeeannee 21,103 21,103 170,323
Retained earnings (Note 9) 18,986 19,420 153,236
Translation adjuStIMEIIES ......cccooviiiiiiiiiiiiiieiiii ettt e eebree e e e eara e e e (1,568) - (12,655)
Less common stock in treasury, at cost;
2,334 shares in 2001 and 2,594 shares in 2000 ..............cceeeeeeeiiiiiurrererrrereeeeeeeeeeeeeeeeeeeeesnennes ) 1) (V)
Total shareholders’ equity (Note 15) 59,400 61,402 479,419

Contingent liabilities (Note 10)

Total liabilities and shareholders’ equity ¥ 175,558 ¥ 170,766 $1,416,933

The accompanying notes are an integral part of the consolidated financial statements.




CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS  vears enea vt 1, 2001 and 2000

Thousands of U.S.

Millions of yen dollars (Note 2)
2001 2000 2001
INEE SALES ..vveeeeeeuiiiieeeeeeiitteeeeseitaeeeeesuateeeeeasataeaeeeassstaaeesessssssaeesanssssaeessnssssaaeessnsssseeesesnssssaeesensnnns ¥ 158,710 ¥ 136,529 $1,280,952
(@01 fo) -1 (= PP 127,202 111,586 1,026,651
Gross profit 31,507 24,942 254,294
Selling, general and administrative expenses (Notes 6 and 11) ........ccccceeeeveieeiieeniieennneennnne. 22,700 20,240 183,212
Operating income 8,807 4,701 71,082
Other income (expenses):
INTEIESt EXPEIISE eoeiiiiiiiiiiiiiiieeiiiiite ettt ettt e ettt e e eeibbteeeeeanbateeessanbneeeeeennrbaeessannnnaee (1,992) (1,767) (16,077)
Interest and dividend INCOIMIE ............uveriiiiiiiiieeeeieeeeeeieeeeieeerrrrrrereeeeeeeeeeeeeaaeeaeesssasssnnnnnssnes 298 371 2,405
Gain on sales of marketable and investment SECUTItI€S ...........ccceeviiiiiiiiiiieeeeeeeeeeiiiiceeeeeees 604 1,948 4,875
Payment of early retirement allOWanCes ..........cccceeeeuiiiiiiiiiiiiiiiiie e — (359) —
EXChange Gain (LI0SS) «ee.ueeeruutiiiuiiieiiteinite ettt ettt eie e et e et e et e e saseeesaneeesaneee e 1,152 (1,849) 9,298
Net retirement benefit obligation at transition (Note 7) (5,252) — (42,389)
(0116 1 FH 0 U1 PR UPRUUSPRRRS (694) (572) (5,601)
(5,883) (2,227) (47,482)
Income before income taxes, MiNOTity INtErests ..........cccceviiiriiiiaiiieniiieniee e 2,924 2,474 23,600
Income taxes (Note 8):
(1015 (<5 o | RSP USPRRROS (4,468) (1,946) (36,061)
| DS (5 (< B U RPRRTPPROURRR Nt 2,866 318 23,132
Income before MINOTity INTEIESES .....ccccuuiiiiuiiiiiiiiiiiiii ittt ettt et 1,321 846 10,662
MINOTIEY IIEETESES .eeeiiiuiiiiiiiiiiiiiieii ittt ettt e e eibe e e e e sibae e e e s eabbaeeessenrnaeeeesannnne (27) (42) (218)
Net income (Note 15) 1,294 803 10,444
Retained earnings at be@inning Of Year .........ccccooviiiiiiiiiiiiiiiiii e 19,420 20,402 156,739
Cumulative effect of adoption of deferred tax acCOUNtING .........cccceeeeiiiieiiiiiiiiiiiiiieiieeens — 444 —
(OF: 1 s W6 1474 6 (<5 0 T R TSRS UURSRRRY (1,260) (1,264) (10,169)
BONUSES 10 AITECLOTS .. .ciiiiiiiiiiiiiiiieee e e e ettt e e e e e e e ettt ittt eaeeeeeeeeeeaasssssnnaaaaeeaesessssssnnnnnnaaees (20) (20) (161)
TTEASUIY STOCK .enuiiiiiiiiieiie ettt e ettt e ettt e et e e bt e e bt e e sabeeesaseeesmnaeesabeeeannee (447) (862) (3,608)
Adjustments to retained earnings included in consolidation...........ccccccccevviiiniiiiniiiennnneen. - (84) -
(1,728) (1,786) (13,947)

Retained earnings at end of year ¥ 18,986 ¥ 19,420 $ 153,236

The accompanying notes are an integral part of the consolidated financial statements.



CONSOLIDATED STATEMENTS OF CASH FLOWS

Sanken Electric Co., Ltd.
Years ended March 31, 2001 and 2000

Thousands of U.S.

Millions of yen

dollars (Note 2)

2001 2000 2001
Operating activities
Income before income taxes and minority interests in earnings of affiliates ............cccceceeeerneeiene ¥ 2924 ¥ 2,474 $ 23,600
Depreciation and amOTtiZatiON ........cecuerieriiiieriieiineeiiete ettt ettt et et etesatesteeoresaneeneesneeseennenne 10,692 10,085 86,295
Reversal of allowance for doubtful receivables ... (207) 30) 1,671)
Interest and diVideNnd INCOMIE .......c..eeeuiieiiieeiieecieeeecctteeeteeeteeesteeeaeeeeaeeeseesseessseessseessseesnsaessseenseens (298) 371) (2,405)
TIIEETEST @XPEIISE ..ceeteretenriiuteeutieutertteteeitesutee bt e bt et eettesbeebteabesute bt eebeeabeebtesaee bt eesesatebeebeemseeusesueenneennenne 1,992 1,767 16,077
Increase in accrued retirement benefits to eMpPlOyees...........cccocveiviiiiiiiiiiiiiiiiiiiiiciecceece 5,420 — 43,745
Gain on sales Of MATKEtable SECUTTTIES ........ccvierveirieerieeeieesieesteesteeseeestaeeesaeessaeesseeesseeeseesnseessseens — (1,489) —
Gain on sales Of INVESTMENT SECUTITIES .....veerureerreerieirreeeieesieeseeeseeeesseeesseeesseeesseessseeesseessseessseesssenns (604) (458) (4,875)
(Increase) decrease in notes and aCCOUNtS TECEIVADIE ..........cciiiiiiieiiiiiiiiieeeeieiiiieeee e e e e eerirreeeeeeeens 3,652) 634 (29,475)
TNCrease iN IMVEITOTIES ..ecuuviieeiiuiiieeeiiieeeiiieeeeiiteeeeitteeeeetaeeeeeaaeeaesssaeeeasssaeeeasssaesasssseseannseeeenssseasssses (8,109) (6,390) (65,448)
(Decrease) increase in notes and accounts Payable ...........cccceeviieiiiinieinieenieeneeeeeee et en (281) 4,061 (2,268)
OTIIETS ..ttt ettt ettt et e s bt e e bt et eab e s bt e bt et e ea b e s bt e bt eabeeabeeb e e bt enbeeabeeateebeenbeenbesbeens 1,477 583 11,921
9,353 10,865 75,488
Interest and dividends received 330 627 2,663
Interest paid........ccoeeveevienueeuenne (2,005) (1,933) (16,182)
Income taxes paid (2,908) 373) (23,471)
4,770 9,185 38,499
Investing activities
Purchases of Marketable SECUTITIES .......cccuiieiriiiiiiiiiiie ettt e ettt e e et ee e et e e e sibeeeesbbeeeesbaeeesaneeas — (455) —
Proceeds from sales of marketable SECUTILIeS ........ccueiiiriiiiiiiiiiiiiiiiiieeiiieeeeteeeeeee et — 2,718 —
Purchases of property, plant and eqUIPMENt...........ccocciiiiiiiiiiiiiiiiiiiiiieiie e (12,636) (7,391) (101,985)
Proceeds from sales of property, plant and eqUIPMent .............ccccecevviiniiiiiiiiiiiiiiiieee 131 331 1,057
Purchases Of iINVEStMENt SECUTITIES .......cciuuireiriiiiiieiiiieeeiiee et te e ettt e e et eeeeebeeeesbbeeeesbbeeeesabaeeesaneeas (16) (128) (129)
Proceeds from sales Of iNVeStMENt SECUTIIES ....ccceeeeieiiiiiiiiiiiiiiiieieieetieeeeeeeeeeeeeeeeeeeeeeeeeseeessssnsees 835 591 6,739
Decrease (increase) in 10Ng-term IOANS ..........ccooiiiiiiiiiiiiiiiiiiiiiecieitece et sneesnee e 11 (57) 89
OO .ttt ettt ettt et s bt e bt et esatesat e b e e bt eh b e s bt e bt ea b e eateshe e bt et e eabesheebeenbeene 1 1,022 8
Net cash used by investing activities (11,673) (3,368) (94,213)
Financing activities
Decrease in short-term bank loans...................... (2,966) (4,221) (23,939)
Proceeds from issuance of long-term bank loans 7,640 3,851 61,663
Repayment of long-term debt ..........ccccooiiiiiiiiiiiiiiiiiiiicect e (9,080) (2,075) (73,285)
Proceeds from issuance of unsecured DONAS .........cc.eeiiriiiiiiiiiiiiiiiieeieeeeitee e — 10,000 —
Redemption of bond With WAITANT .......ccceeiiiiiiiiiiiiiiiieeieeee ettt ettt sabeesareesaneenn — (9,220) —
Redemption Of treaSUIY STOCK ......eivuitiiuiieiiieiieeiiie ettt ettt et e teeetee st e sbeeseseeemseesaneesaseesaneesaneens (447) (862) (3,608)
Increase due to eXercise Of WAITATIES .......cc.ceevuiiiiiiiiiiiiiiiiiiiieiiie ittt ettt saneesneeeane e — 360 —
Cash dividends Paid .........ccoooiiiiiiiiiiiiiiiiii et s s (1,260) (1,264) (10,169)
Payment of dividends tO MinNOTity INtETESES ........cocuerruierriiieiieeiieeiee et ete et e et e sreesbeesreesaneens (26) (61) (210)
— 42 —
Net cash used in financing activities (6,141) (3,451) (49,564)
Effect of exchange rate changes on cash and cash equivalents.............cccccoeeviiiiiinninninininininnnn. 248 (520) 2,002
Net (decrease) increase in cash and cash equivalents (12,796) 1,845 (103,277)
Cash and cash equivalents at beginning of the year ..........cccccceevveeviienieineenne 25,014 (23,005) 201,889
Increase in cash and cash equivalents due to change in scope of consolidation — 164 —
Cash and cash equivalents at end of the year (Note 3) ¥ 12,217 ¥ 25,014 $ 98,604

The accompanying notes are an integral part of the consolidated financial statements.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Sanken Electric Co., Ltd.
and Consolidated Subsidiaries

1. Summary of
Significant
Accounting
Policies

(a) Basis of Preparation

The accompanying consolidated financial statements
have been prepared from the accounts maintained by
Sanken Electric Co. in accordance with the provisions
set forth in the Securities and Exchange Law of Japan
and in conformity with accounting principles and prac-
tices generally accepted in Japan, which may differ in
certain material respects from accounting principles and
practices generally accepted in countries and jurisdictions
other than Japan.

As permitted by the Securities and Exchange Law,
amounts of less than one million yen have been omit-
ted. As aresult, the totals shown in the accompanying
consolidated financial statements (both in yen and in
U.S. dollars) do not necessarily agree with the sums of
the individual amounts.

(b) Principles of Consolidation and Accounting
for Investments in Unconsolidated Subsidiar-
ies and Affiliates
The consolidated financial statements include the ac-

counts of Sanken Electric Co., Ltd. (the “Company”) and

all its significant subsidiaries. Significant intercompany
transactions and account balances have been eliminated
in consolidation. Generally, the difference, if significant
in amount, between the cost and equity in the underly-
ing net assets of a consolidated subsidiary at the date ac-
quired is capitalized in the year of acquisition and amor-
tized principally over a five-year period.

Investment in a significant affiliate (a company owned

20% to 50%) is accounted for by the equity method.
Investments in unconsolidated subsidiaries and affiliates

not accounted for by the equity method are carried at cost or

less; where there has been a persistent decline in the value of
such investments, they have been written down.

(c) Securities

Until the year ended March 31, 2000, marketable secu-
rities were valued principally at the lower of cost or market,
cost being determined by the moving average method, and
investment securities other than marketable securities were
stated at cost determined by the moving average method.

A new accounting standard for financial instruments,
which became effective April 1, 2000, requires that securi-
ties be classified into three categories: trading, held-to-
maturity or other securities. The effect of the adoption of
this standard was to decrease investment securities by ¥1,293
million ($10,436 thousand), to increase marketable securi-
ties by the same amount, and to increase income before
income taxes and minority interests by ¥1,609 million
($12,986 thousand) for the year ended March 31, 2001.

(d) Inventories
Inventories are stated at the lower of cost or market, cost
being determined principally by the first-in, first-out method.

(e) Property, Plant and Equipment and Depre-
ciation
Property, plant and equipment is recorded at cost.
Depreciation of property, plant and equipment is princi-

pally computed by the declining-balance method over the
estimated useful lives of the respective assets. Significant
renewals and betterments are capitalized at cost. Mainte-
nance and repairs are charged to operations. The estimated
useful lives are as follows:

Building 4 - 60 years

Machinery and equipment 3 - 11 years

(f) Foreign Currency Translation

All monetary assets and liabilities of the Company
denominated in foreign currencies, regardless of whether
these are short-term or long-term, are translated into
yen at the exchange rates prevailing as of the fiscal year
end, and resulting the gain and loss are credited or
charged to income.

Balance sheet accounts and revenue and expense
accounts of the foreign consolidated subsidiaries are
translated into yen at the exchange rates prevailing at
the fiscal year end, except for the components of share-
holders’ equity which are translated at their historical
exchange rates.

A revised accounting standard for foreign currency
translation became effective April 1, 2000. The effect of
the adoption of this standard on the consolidated fi-
nancial statements was to increase income before in-
come taxes and minority interests by ¥96 million ($775
thousand) for the year ended March 31, 2001.

Due to a change effective the year ended March 31,
2001 in the regulations relating to the presentation of
translation adjustments, the Company has presented
translation adjustments as a component of sharehold-
ers’ equity and minority interests in consolidated sub-
sidiaries (instead of as a component of assets or liabili-
ties) in its consolidated financial statements for the year
ended March 31, 2001.

(8) Derivatives

The Company has entered into various derivative
transactions in order to manage certain risks arising from
adverse fluctuations in foreign currency exchange rates
and interest rates. In accordance with a new account-
ing standard for financial instruments which became
effective April 1, 2000, derivatives positions are carried
at their fair value with any changes in unrealized gain
or loss charged or credited to income, except for those
which meet the criteria for deferral hedge accounting
under which unrealized gain or loss is deferred as an
asset or a liability. Receivables and payables hedged by
qualified forward foreign exchange contracts are trans-
lated at the respective foreign exchange contract rates.

(h) Research and Development Expenses

Research and development expenses are charged to
income when incurred and are included in cost of sales
and selling, general and administrative expenses.

(i) Deferred Income Taxes

Deferred tax assets and liabilities have been recog-
nized in the consolidated financial statements for the
years ended March 31, 2001 and 2000 with respect to



the differences between financial reporting and the tax
bases of the assets and liabilities, and are measured us-
ing the enacted tax rates and laws which will be in ef-
fect when the differences are expected to reverse.

(j) Leases

The Company leases certain equipment under non-
cancelable leases referred to as finance leases. Finance
leases other than those which transfer the ownership of
the leased property to the Company are accounted for
as operating leases.

(k) Appropriation of Retained Earnings

Dividends and other appropriations of retained earn-
ings are reflected in the accompanying consolidated fi-
nancial statements in the year to which they apply, al-
though they are approved by the shareholders at a meet-
ing held subsequent to such fiscal year end.

(1) Employees’ Retirement Benefits

At March 31, 2000, accrued retirement benefits were
stated at the amount which would be required to be
paid if all employees covered by the retirement benefit
plans voluntarily terminated their employment at the
balance sheet date, less the amounts expected to be cov-
ered by the pension plans.

Costs with respect to the pension plans are funded
at an amount determined actuarially. Prior service cost
was funded over a period of 20 years. The Company
and certain consolidated subsidiaries charged such prior
service cost to operations when actuarially determined
or when payment became liable.

In accordance with a new accounting standard for

retirement benefits which became effective April 1, 2000,
accrued retirement benefits for employees at March 31,
2001 have been provided mainly at an amount calcu-
lated based on the retirement benefit obligation and the
fair value of the pension plan assets as of March 31, 2001,
as adjusted for the unrecognized net retirement benefit
obligation at transition, unrecognized actuarial gain or
loss, and unrecognized prior service cost.

The retirement benefit obligation is attributed to
each year by a formula method that considers the esti-
mated years of service of the eligible employees. The
net retirement benefit obligation at transition is being
fully recognized in the current year.

Actuarial gain and loss are amortized in the year fol-
lowing the year in which the gain or loss is recognized
primarily by the declining-balance method over vari-
ous periods (principally 12 years through 21 years).

The effect of the adoption of the new standard for
retirement benefits was to increase retirement benefit
expense by ¥5,380 million ($43,422 thousand) and to
decrease income before income taxes and minority in-
terests by ¥5,364 million ($43,293 thousand) for the year
ended March 31, 2001.

(m) Cash Equivalents

For purpose of the statements of cash flows, all highly
liquid investments, generally with a maturity of three
months or less when purchased, which are readily con-
vertible into known amounts of cash and are so near
maturity that they represent only an insignificant risk
of any change in value attributable to changes in inter-
est rates, are considered cash equivalents.

2. U.S. Dollar
Amounts

The translation of yen amounts into U.S. dollar
amounts is included solely for convenience and has been
made, as a matter of arithmetic computation only, at
¥123.90 = $1.00, the approximate exchange rate prevail-

ing on March 31, 2001. The translation should not be
construed as a representation that yen have been, could
have been, or could in the future be, converted into U.S.
dollars at that or any other rate.

3. Supplementary
Cash Flow
Information

The following table represents a reconciliation of cash
and cash equivalents as of March 31, 2001:

Cash and deposits........ccccceereiiriiiiiiiiiiiiiiiiiciecceccee
Time deposits with a maturity of more than three months ...

Bank overdrafts (included in short-term bank loans) ....

Cash and cash equivalents ..........ccccceeveeeveeenierneenneeenneeens

Thousands of

Millions of yen U.S. dollars

.............................. ¥ 12,833 $ 103,575
(368) (2,970)
(248) (2,002)

.............................. ¥ 12,217 $ 98,604




4. Marketable and
Investment
Securities

The carrying amounts and related aggregate market
value of noncurrent investment securities at March 31,
2001 were as follows:

Noncurrent:
Carrying amount ............cc........
Aggregate market value
Net unrealized losses and deferred tax assets

Thousands of

Millions of yen U.S. dollars

¥ 5,661 $ 45,690
4,736 38,224

¥ (925) $ (7,466)

5. Inventories

Inventories at March 31, 2001 and 2000 were as fol-
lows:

Finished products ..........ccccceevieenieiniernieeniceneeenee e

Work in process
Raw materials and supplies

Thousands of

Millions of yen U.S. dollars
2001 2000 2001
.............. ¥ 16,058 ¥ 9,709 $ 129,605
15,970 15,310 128,894
12,904 10,482 104,149
¥ 44,933 ¥ 35,501 $ 362,655

6. Short-Term
Bank Loans and
Long-Term Debt

Short-term bank loans are principally secured and
generally represent notes. The related weighted aver-
age interest rates for the years ended March 31, 2001
and 2000 were approximately 2.15% and 1.51%, re-

Secured:
Loans payable in yen due serially through

2008 at rates ranging from 1.1% t0 8.35% ...................

Unsecured:

2.1% bonds due 2003 .........cceeeiiiiiirieeeeeeeerree e
2.22% bonds due 2004 ........ccccviiiiiieieeieiiiiereeeeee e
1.0% convertible bonds due 2003 ...........ccccceuvrrreeeennnnn.

Less current POItion ........c.coceeeeveeeeieeeeeieeeieieneeenenne

The 1.0% convertible bonds, unless previously re-
deemed, are convertible at any time up to and includ-
ing March 28, 2003 into shares of common stock of the
Company at the current conversion price of ¥957
($7.724) per share.

As is customary in Japan, both short-term and long-
term bank loans are made under general agreements
which provide that collateral and guarantees (or addi-
tional collateral or guarantees as appropriate) for present
and future indebtedness will be given at the request of
the bank, and that the bank has the right, as the obliga-
tions become due, or in the event of default thereon, to
offset cash deposits against such obligations due to the
bank. Under certain loan agreements relating to long-
term debt, the creditors may require the Company to
submit proposals for appropriations of retained earn-

spectively.
Long-term debt at March 31, 2001 and 2000 is sum-
marized as follows:

Thousands of

Millions of yen U.S. dollars

2001 2000 2001
.............. ¥ 23,654 ¥ 23,593 $190,912
.............. 10,000 10,000 80,710
.............. 10,000 10,000 80,710
.............. 9,999 9,999 80,702
53,653 53,592 433,035
.............. (5,608) (8,159) (45,262)
¥ 48,045 ¥ 45,433 $ 387,772

ings (including the payment of dividends) for the credi-
tors’ review and approval prior to their presentation to
the shareholders. None of the creditors has ever exer-
cised these rights.

Certain covenant clauses pertaining to dividends in
connection with the issue of the 1.0% convertible bonds
due 2003 are summarized as follows:

During the period in which the bonds are outstand-
ing, the Company will not pay an aggregate amount of
dividends exceeding the amount of ordinary income less
corporation and inhabitants’ taxes, plus ¥2.5 billion.
Interim dividends are to be treated as a portion of the
prior period’s dividends.

The aggregate annual maturities of long-term debt
subsequent to March 31, 2001 are summarized as follows:



Year ending March 31,

2005 oo
2006 and thereafter

At March 31, 2001, the assets pledged as collateral
for short-term bank loans and long-term debt were as
follows:

Property, plant and equipment, at net book value.......

.............................. ¥

Thousands of

Millions of yen U.S. dollars

.............................. ¥ 5,608 $ 45,262
13,845 111,743

15,094 121,824

13,642 110,105

5,462 44,084

¥ 53,653 $ 433,035

Thousands of
Millions of yen U.S. dollars

21,108 $ 170,363

7. Retirement

Benefit Plans

The Company and its domestic consolidated subsid-
iaries have defined benefit plans, i.e., welfare pension
fund plans, tax-qualified pension plans and lump-sum
payment plans, covering substantially all employees who
are entitled to lump-sum or annuity payments, the
amounts of which are determined by reference to their
basic rates of pay, length of service, and the conditions

Retirement benefit obligation ............ccccceevivviinniennns
Plan assets at fair value ............cccoccooiivinninnnnn
Unfunded retirement benefit obligation ..........c..........

under which termination occurs.

The following table sets forth the funded and accrued
status of the plans, and the amounts recognized in the
consolidated balance sheet as of March 31, 2001 for the
Company’s and the consolidated subsidiaries’ defined
benefit plans:

Thousands of

Unrecognized net retirement benefit obligation at transition ................... — —

Unrecognized actuarial 10SS ......c.cccevvveerieerieenueenueennne
Unrecognized prior Service Cost .........ccoceevvverevienunennne
Net retirement benefit obligation ............ccccceeceeeeiienne
Prepaid pension COSt........ccceevievnieriiiiiiiiiieiiiecieennee
Accrued retirement benefits ..........ccocceerieeriieriiieneenne

The components of retirement benefit expenses for
the year ended March 31, 2001 are outlined as follows:

SETVICE COSt oiiiiiiiiiiiiiiiiiieieeeieettt e e e e e e e e e e eaaaaaaaaes

Interest cost .....
Expected return on plan assets

Amortization of net retirement benefit obligation at transition ................
Amortization of actuarial 10SS ........ccccccevvveeriierniieenuennne

The assumptions used in accounting for the above
plans were as follows:

| DARSOTER Y2 SN conommononooaoonmaconsaconaa000a000nan00aaa000aa000aa000000000e
Expected rate of return on plan assets .............c....o......

Millions of yen U.S. dollars
............................... ¥ (20,269) $ (163,592)
............................... 11,162 90,089
............................... (9,1006) (73,495)
............................... 3,023 24,399
............................... (6,083) (49,096)
............................... ¥ (6,083) 3 (49,096)

Thousands of

Millions of yen U.S. dollars

............................... ¥ 1,212 3 9,782
589 4,754
337) (2,720)

5,252 42,389

............................... ¥ 6,717 $ 54,213

Fiscal year 2000
(as of March 31, 2001)

3.0%
2.0% — 3.5%




8. Income Taxes

Income taxes applicable to the Company comprise
corporation, enterprise and inhabitants’ taxes, which, in
the aggregate, resulted in a statutory tax rate of approxi-
mately 41.7% in both 2000 and 2001.

The effective tax rates reflected in the statement of
income for the years ended March 31, 2001 and 2000
differ from the statutory tax rate for the following rea-
sons:

2001 2000
STAtULOTY taX TALE .eoovvviiiiiiiiiiiiiiicceec e 41.7% 41.7%
Effect of:
Expenses permanently not deductible for income tax purposes.................. 7.1 4.4
Dividend income deductible for income tax purposes.......cc...ccecceeevueeneuienne 0.9) (2.5)
Inhabitants’ per capita taXes .......c.cccoeeieriiiiiiiiiiiiiiiiieiiieciecrnecee e 0.8 0.8
Change in valuation allOWAnCe ...........cceveereiieesiieenieerieeeniieeniieesieeesieeeseeeennne 7.8 16.8
Amortization of consolidation gOOAWill ..........coceereiiiriiiriiiinieinienieeieenns 6.5 3.8
Foreign tax rate differential ..........ccccceevieriiiriieiiiiiiiieieeee e 8.5) —
OtNET, TIOT oevtviiiiiiiieeeeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeaaaaaaaeeeeeeeeaeeaesaasesessesssesesenes 0.3 0.8
IE T € CUIV.ERtAXET T CSTRINRNEINESUENERVEINEINSINURIMEINENUEVEEIN R NEIVERIVRIVEIY SRRV EER R REV e 54.8% 65.8%

The significant components of the Company’s deferred
tax assets and liabilities as of March 31, 2001 and 2000
were as follows:

Deferred tax assets:

Net operating loss carryforward ...........ccccceeviveiininennne

Accrued bonuses ..........ccc.uueees
Accrued retirement benefits

Business tax payable ............cccoooiiiiiiiiiiiiiiiiiiiee,
Unrealized holding gain ........ccceeeerveeeiiieenieencennieennee.

Total deferred tax assets, Net ........cceeeeeeeeeeeiirireeeeeeeeeeeennnens

Deferred tax liabilities:

FiXed @SSetS ..coeiiiiieieiiiiiiiiiiiiiiitiere e e e e e e e e e e e e e e aeaaees

Thousands of

Millions of yen U.S. dollars
2001 2000 2001

.............. ¥ 3,001 ¥ 2,850 $ 24,221
511 390 4,124

2,351 160 18,975
.............. 298 136 2,405
.............. 290 = 2,341
.............. 1,871 1,094 15,101
.............. 8,324 4,632 67,183
.............. (2,079) (2,692) (16,780)
.............. 6,245 1,939 50,404
.............. (1,585) = (12,793)
.............. (697) (862) (5,626)
.............. (315) (300) (2,542)
.............. (2,598) (1,162) (20,969)
.............. ¥ 3,647 ¥ 777 $ 29,435

9. Retained
Earnings

The Commercial Code of Japan provides that at least
10% of all appropriations of retained earnings, includ-
ing cash dividends paid and bonuses to directors and
statutory auditors, be appropriated to the legal reserve
until such reserve equals 25% of the amount of com-
mon stock. This reserve is not available for dividends

but may be used to reduce or eliminate a deficit by reso-
lution of the shareholders or may be capitalized by reso-
lution of the Board of Directors.

The legal reserves of the consolidated subsidiaries are
included in retained earnings in the accompanying con-
solidated financial statements.

10. Contingent
Liabilities

Contingent liabilities at March 31, 2001 were as follows:

As endorsers of trade notes discounted.............c...........
As guarantors of indebtedness of employees .................

Thousands of

Millions of yen U.S. dollars
............................. ¥ 197 3 1,590
............................. 22 178
¥ 219 s 1,768




11. Research and
Development
Expenses

Research and development expenses for the years
ended March 31, 2001 and 2000 were ¥8,521 million

($68,773 thousand) and ¥7,293 million, respectively.

12. Leases

The following pro forma amounts represent the ac-
quisition costs, accumulated depreciation and net book
value of leased property at March 31, 2001 and 2000,

AEEUISHTION EORIS coovocosnnnosasncossososnonocannmoosmoococoot6000000060060000

Accumulated depreciation ...

Net DOOK VAIUE .....ouviviiiiiieiiiiiiiiiiieeeeeeeeiiireeeeeeeeesesiveneees

With respect to finance lease contracts other than
those under which the title of the leased equipment will
be transferred to the Company by the end of the con-
tract period, annual lease expenses for the years ended

ILZASR EDEISES c00000000000000000000000000000000000AAACO0AACAACO000IACCANCATO000

Future minimum payments:

Within one year.........ccccovviiviiiniiiiniiiiiiiiiiiiccecee
OVET OT1€ VAT ....evvviiniiiiiiiiiiieiiiiieeeeiiiteeeinteeesnneeeeaneeens

which would have been reflected in the balance sheets
if finance lease accounting had been applied to the fi-
nance leases currently accounted for as operating leases:

Thousands of

Millions of yen U.S. dollars

2001 2000 2001
.............. ¥ 1,544 ¥ 1,492 $ 12,462
919 834 7,417
.............. ¥ 625 ¥ 657 $ 5,044

March 31, 2001 and 2000 and future minimum pay-
ments subsequent to March 31, 2001 are summarized
as follows:
Thousands of
Millions of yen U.S. dollars
2001 2000 2001
¥ 333 ¥ 332 $ 2,688

.............. ¥ 271 ¥ 285 $ 2,187

353 371 2,849
¥ 625 ¥ 657 $ 5,044

13. Derivatives

Summarized below are the contract amounts and es-
timated fair value of the Company’s derivative financial

Forward exchange contracts:

To sell U.S. dOIIArs .....ccceveeeeeeeeeeeeiiiieeeeeeeeeeeinreeeeeeeenns

To sell pounds sterling

instruments at March 31, 2001:

Thousands of

Millions of yen U.S. dollars
Contract Estimated Contract Estimated
amount fair value amount fair value
............. ¥ 5,254 ¥ 5,866 $42,405 $47,345
¥ 948 ¥1046 S 7,651 S 8,442



14. Segment (a) Business segment information and its consolidated subsidiaries for the years ended
Information The business segment information of the Company = March 31, 2001 and 2000 is summarized as follows:

Millions of yen

Switching Power
Power Supply Eliminations
Semiconductor  Supply Equipment or Consoli-
Business Business Business Total Corporate dated
Year ended March 31, 2001
I. Sales:
(1) Sales to third parties.................. ¥ 110,182 ¥ 27,565 ¥ 20,962 ¥ 158,710 ¥ — ¥ 158,710
(2) Intersegment sales .................... 338 275 — 613 (613) —
Total sales .......ccceeveviiiniiiininnnnnen. 110,521 27,840 20,962 159,324 (613) 158,710
Operating expenses ............cccceceuue 97,898 29,100 21,209 148,208 1,694 149,902
Operating income (10ss) ................ 12,623 (1,260) (247) 11,115 (2,307) 8,807
II. Assets, depreciation expenses,
capital expenditure:
JASSC LS JPS SNV MRR TR 102,492 34,592 17,017 154,102 21,456 175,558
Depreciation expenses................... 9,161 714 261 10,137 100 10,238
Capital expenditure ...........ccccueeene 11,387 1,533 196 13,117 9 13,126
Year ended March 31, 2000
I. Sales:
(1) Sales to third parties ¥ 94,574 ¥ 23,396 ¥ 18,558 ¥ 136,529 ¥ — ¥ 136,529
(2) Intersegment sales .. 548 — — 548 (548) —
Total sales .........ccc........ 95,122 23,396 18,558 137,077 (548) 136,529
Operating expenses .. 87,259 24,470 18,537 130,268 1,559 131,827
Operating income (loss) 7,862 (1,079 20 6,809 (2,107) 4,701
II. Assets, depreciation expenses,
capital expenditure:
JASSC LS JPS SNV NUR TR 90,145 31,238 14,991 136,375 34,391 170,766
Depreciation expenses................... 8,846 686 226 9,759 98 9,859
Capital expenditure ........ccc.cceeueeeee 6,460 598 175 7,234 491 7,728

Thousands of U.S. dollars

Switching Power
Power Supply Eliminations
Semiconductor  Supply Equipment or Consoli-
Business Business Business Total Corporate dated
Year ended March 31, 2001
I. Sales:
(1) Sales to third parties.................. $ 889,290 $ 222,478 $ 169,185 $1,280,952 3 — $1,280,952
(2) Intersegment sales..... .. 2,728 2,220 — 4,948 (4,948) —
Total sales .........cc..c..... - 892,018 224,697 169,185 1,285,908 (4,948) 1,280,952
Operating expenses ........ . 790,137 234,867 171,178 1,196,190 13,672 1,209,863
Operating income (10sS) ................ 101,881 (10,169) (1,994) 89,709 (18,620) 71,082
II. Assets, depreciation expenses,
capital expenditure:
ASSEES i 827,215 279,193 137,345 1,243,761 173,172 1,416,933
Depreciation expenses................... 73,939 5,763 2,107 81,816 807 82,631

Capital expenditure ............cceceeeuee 91,905 12,373 1,582 105,868 73 105,940



(b) Operating revenues by geographic area ended March 31, 2001 and 2000 are summarized as fol-

Operating revenues by geographic area for the years lows:
Millions of yen
Eliminations
North or Consoli-
Japan Asia America Europe Total Corporate dated
Year ended March 31, 2001
I. Sales:
(1) Sales to third parties.... ¥116,441 ¥13,446 ¥ 16,696 ¥12,126 ¥ 158,710 ¥ — ¥158,710
(2) Intersegment sales ....... 13,530 16,535 10,778 628 41,473 (41,473) —
Total sales .........cccceeveeenne 129,971 29,982 27,475 12,755 200,184 (41,473) 158,710
Operating expenses .......... 121,079 28,744 26,332 12,415 188,571 (38,668) 149,902
Operating income (loss) ... 8,892 1,237 1,142 339 11,612 (2,805) 8,807
II. ASSets ...cooevvvvvuveeviienicennen. 122,494 17,006 21,547 4,985 166,032 9,526 175,558

Year ended March 31, 2000

I. Sales:
(1) Sales to third parties.... 104,372 8,938 13,046 10,171 136,529 — 136.529
(2) Intersegment sales ....... 11,831 11,732 7,797 432 31,794 (31,799) —
Total sales ........cccc..... ... 116,203 20,671 20,844 10,604 168,324 (31,794) 136,529
Operating expenses .......... 110,444 20,048 21,060 10,444 161,996 (30,168) 131,827
Operating income (loss) ... 5,759 623 (215) 160 6,327 (1,625) 4,701
II. ASSEtS weveeeeeeeeeeeeeeeeieeeeeeeees 110,572 13,041 17,577 5,149 146,341 24,424 170,766

Thoushands of U.S. dollars

Eliminations

North or Consoli-
Japan Asia America Europe Total Corporate dated
Year ended March 31, 2001
I. Sales:
(1) Sales to third parties... $ 939,798 $108,523 $134,754 $ 97,869 $ 1,280,952 $ — 31,280,952
(2) Intersegment sales ...... 109,201 133,454 86,990 5,069 334,730 (334,730) —
Total sales .......cccceeeeeennnenee 1,048,999 241,985 221,751 102,946 1,615,690 (334,730) 1,280,952
Operating expenses 977,232 231,994 212,526 100,202 1,521,961 (312,090) 1,209,863
Operating income (loss) .. 71,768 9,984 9,217 2,736 93,721 (22,639) 71,082
II. ASSetS ceeevveviiiiiieeeeiennaee 988,652 137,256 173,906 40,234 1,340,048 76,885 1,416,933

Overseas sales, which include export sales of the thousand) and ¥60,876 million, or 44.1% and 44.6% of
Company and its domestic consolidated subsidiaries, and the consolidated net sales for the years ended March
sales (other than exports to Japan) of the foreign con- 31, 2001 and 2000, respectively.
solidated subsidiaries, totaled ¥69,952 million ($564,584

15. Amounts per Amounts per share as of and for the years ended
Share March 31, 2001 and 2000 were as follows:
Yen U.S. dollars
2001 2000 2001
Net iNCOME - PIIIMATY ..oocvviiiiiiiiiiiiiieiiiiee e ¥ 10.24 ¥ 6.34 $ 0.08
Net income - fully diluted ............ccooooiiiiiiiiiiiiiiiiice 9.90 6.30 0.08

INEE ASSEES eeiiieieiiieiiieeeeeee ettt e e e e e e e e e et e e e et eeeeeeeeaeaabebaaeaeananas 472.92 485.57 3.82



Report of Independent Certified Public Accountants on Consolidated Financial Statements

The Board of Directors and Shareholders
Sanken Electric Co., Ltd.

We have audited the consolidated balance sheets of Sanken Electric Co., Ltd. and consolidated subsidiaries as of March 31, 2001 and 2000,
the related consolidated statements of income and retained earnings for the two years ended March 31, 2001, and the related consolidated
statement of cash flows for the year ended March 31, 2001, all expressed in yen. Our audits were made in accordance with auditing standards,
procedures and practices generally accepted and applied in Japan and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.

In our opinion, the accompanying consolidated financial statements, expressed in yen, present fairly the consolidated financial position of
Sanken Electric Co., Ltd. and consolidated subsidiaries at March 31, 2001 and 2000, the consolidated results of their operations for two years
ended March 31, 2001, and the consolidated results of their cash flows for the year ended March 31, 2001 in conformity with accounting
principles and practices generally accepted in Japan applied on a consistent basis.

As described in Note 1 to the consolidated financial statements, Sanken Electric Co., Ltd. and consolidated subsidiaries have adopted new
accounting standards for employees’ retirement benefits, financial instruments, and foreign currency translations effective the year ended
March 31, 2001 in the preparation of their consolidated financial statements.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended March 31, 2001 are pre-
sented solely for convenience. Our audit also included the translation of yen amounts into U.S. dollar amounts and, in our opinion, such
translation has been made on the basis described in Note 2 to the consolidated financial statements.

OM\,ZM? Q“fc\ S lpwra & CO".

June 28, 2001

See Note 1 to the consolidated financial statements which explains the basis of preparation of the consolidated financial statements of Sanken Electric Co., Ltd. and
consolidated subsidiaries under Japanese accounting principles and practices.
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W Directory

Sanken Electric Co.,Ltd

Headquarters

3-6-3 Kitano, Niiza-shi, Saitama-ken
352-8666, Japan

Telephone: 048-472-1111

Facsimile: 048-471-6249

Kawagoe Plant

677 Shimoakasaka-Ohnohara,
Kawagoe-shi, Saitama-ken
350-1155, Japan

Telephone: 049-266-8111
Facsimile: 049-266-0078

Niiza Plant

1-13-19 Nakano, Niiza-shi,
Saitama-ken 352-0005, Japan
Telephone: 048-478-2230
Facsimile: 048-478-2237

Tokyo Office

Metropolitan Plaza Bldg., 1-11-1
Nishi-Ikebukuro, Toshima-ku,
Tokyo 171-0021, Japan
Telephone: 03-3986-6151
Facsimile: 03-3986-9270

Osaka Office

Umeda Daiichi Bldg., 2-12-7
Sonezaki, Kita-ku, Osaka-shi,
Osaka 530-0057, Japan
Telephone: 06-6312-8712
Facsimile: 06-6312-8719

Sapporo Sales Office
National Bldg., 1-1-1 Kita-Sanjo-
Nishi, Chuo-ku, Sapporo-shi,
Hokkaido 060-0003, Japan
Telephone: 011-210-0855
Facsimile: 011-210-0877

Sendai Sales Office
Kajimakogyo Bldg., 2-2-3 Hon-cho,
Aoba-ku, Sendai-shi, Miyagi-Ken
980-0014, Japan

Telephone: 022-263-4168
Facsimile: 022-224-5731

Nagoya Sales Office

Meieki Bldg., 4-26-22 Meieki,
Nakamura-ku, Nagoya-shi, Aichi-
ken 450-0002, Japan

Telephone: 052-581-2767
Facsimile: 052-562-5801

Kanazawa Sales Office

Royal City, 1-15-11 Ekinishi-
Honmachi, Kanazawa-shi, Ishikawa-
ken 920-0025, Japan

Telephone: 076-223-2010

Facsimile: 076-223-8792

Hiroshima Sales Office
Hiroshima Chugin Bldg., 15-6
Hatchobori, Naka-ku, Hiroshima-
shi, Hiroshima-ken 730-0013,
Japan Telephone: 082-227-3031
Facsimile: 082-228-2547

Kyushu Sales Office

Fukuoka Center Bldg., 2-2-1 Hakata-
Ekimae, Hakata-ku Fukuoka-shi,
Fukuoka-Ken 812-0011, Japan
Telephone: 092-411-5871

Facsimile: 092-473-5232

Sanken Group Companies

Domestic:

Ishikawa Sanken Co., Ltd.
Ha-5 Aza-Nashitanikoyama, Shika-
machi, Hakui-gun, Ishikawa-ken
925-0151, Japan

Telephone: 0767-32-8111
Facsimile: 0767-32-5777

Yamagata Sanken Co., Ltd.
5600-2 Oaza Higashine-ko,
Higashine-shi, Yamagata-ken
999-3701, Japan

Telephone: 0237-43-5511
Facsimile: 0237-43-4547

Kashima Sanken Co., Ltd.

8073 Yatabe, Hasaki-machi,
Kashima-gun, Ibaraki-ken 314-0341,
Japan

Telephone: 0479-48-1211

Facsimile: 0479-48-1212

Fukushima Sanken Co., Ltd.
15 Miyado, Nihonmatsu-shi,
Fukushima-ken 964-0811, Japan
Telephone: 0243-22-4300
Facsimile: 0243-22-5740

Sanken Transformer Co., Ltd.
2-1-13 Higashi-Ueno, Taito-ku,
Tokyo 110-0015, Japan
Telephone: 03-5828-7370
Facsimile: 03-5827-8055

Sanken-Airpax Co., Ltd.

5-6-3 Chiyoda, Sakado-shi, Saitama-
ken 350-0214, Japan

Telephone: 049-283-7771
Facsimile: 049-283-7699

Sanken Logistics Co., Ltd.
1-13-7 Nakano, Niiza-shi, Saitama-
ken 352-0005, Japan

Telephone: 048-480-1015
Facsimile: 048-480-1016

Sanken Densetsu Co., Ltd.
677 Shimoakasaka-Ohnohara,
Kawasgoe-shi, Saitama-ken
350-1155, Japan

Telephone: 049-266-8095
Facsimile: 049-266-4133

Sanken Techno-Research Co., Ltd.

11-15 Wakita-Honcho, Kawagoe-shi,
Saitama-ken

350-1123, Japan

Telephone: 049-240-3071

Facsimile: 049-248-8051

Sanken Kosan Co., Ltd.
677 Shimoakasaka-Ohnohara,
Kawagoe-shi, Saitama-ken
350-1155, Japan

Telephone: 049-266-8123
Facsimile: 049-266-8125

Sanshin Electric Co., Ltd.

4-1-5 Kouyama, Nerima-ku, Tokyo
176-0022, Japan

Telephone: 03-5987-5511
Facsimile: 03-5987-5512

Overseas:

Allegro MicroSystems, Inc.
115 Northeast Cutoff, Box 15036,
Worcester, MA 01615, U.S.A.
Telephone: 508-853-5000
Facsimile: 508-856-7434

Allegro MicroSystems W.G.,
Inc.

3900 Welsh Road, Willow Grove,
PA 19090, U.S.A.

Telephone: 215-657-8400
Facsimile: 215-657-3069

Allegro MicroSystems
Philippines., Inc.

KM16 South Super Highway,
Paranague, Metro Manila,
Philippines

Telephone: 2-823-2476
Facsimile: 2-823-3582

Allegro MicroSystems Europe
Limited

Balfour House, Churchfieid Road,
Walton-on-Thames, Surrey KT12
2TD, U.K.

Telephone: 1932-253355
Facsimile: 1932-246622

PT. Sanken Indonesia

MM2100 Industrial Town, Block
GG8, Cibitung, Bekasi 17520, West
Java, Indnesia

Telephone: 21-898-1252

Facsimile: 21-898-1254

Korea Sanken Co., Ltd.

974-17 Yang Duck-Dong, Heowon-
Gu, Masan, Korea

Telephone: 55-292-5961

Facsimile: 55-293-1211

Sanken Powr Systems (UK)
Limited

Abercynon, Mountain Ash, Mid
Glamorgan, Cf45 4XA, U.K.
Telephone: 1443-742333
Facsimile: 1443-742100

Sanken Transformer (Malaysia)
Sdn. Bhd.

No.15&16 Jalan Gangsa Satu, Desa
Perindustrian Kulai 2, Batu24 1/2,
81000 Kulai, Johor Darul Ta’zum,
Johor, Malaysia

Telephone: 7-652-5111

Facsimile: 7-652-5222

Dalian Sanken Transformer
Co., Ltd.

No.18 Anshan Street, Dalian
Development Zone, Dalian, China
Telephone: 411-761-2058
Facsimile: 411-761-2059

PT. Sanken Transformer
Indonesia

EJIP Industrial Park, 7H-2
Lemahabang, Bekasi 17550,
West Jawa, Indonesia
Telephone: 21-897-0048
Facsimile: 21-897-0051

Sanken Transformer
(Singapore) Pte. Ltd.

50 Kallang Bahru, #03-19, Kallang
Basin Industrial Estate, Singapore
1233

Telephone: 296-1611

Facsimile: 296-3952

Sanken Electric Singapore Pte.
Ltd.

150 Beach Road, #14-03 The
Gateway West, Singapore 0718
Telephone: 291-4755

Facsimile: 297-1744

Sanken Electric Korea Co., Ltd.
SK Life Bldg.6F, 168 Kongduk-dong,
Mapo-ku, Seoul, 121-705 Korea
Telephone: 2-714-3700

Facsimile: 2-3272-2145

Sanken Electric Hong Kong Co.,
Ltd.

1018 Ocean Centre, Canton Road,
Kowloon, Hong Kong

Telephone: 2735-5262

Facsimile: 2735-5494

Taiwan Sanken Electric Co.,
Ltd.

Room 902, No.88, Chung Hsiao East
Road, Sec.2, Taipei, Taiwan R.O.C.
Telephone: 2-2356-8161

Facsimile: 2-2356-8261

Sanken L.D. Co., Ltd.

Room 703~704, Concordia Plaza, 1
Science Museum Road, T.S.T. East,
Kowloon, Hong Kong

Telephone: 2721-3611

Facsimile: 2721-6405






