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Financial Highlights

   1997 1998 1999 2000 2001 

For the year:

 Net sales 155,366 168,146 176,311 171,084 181,615 

 (Overseas Sales) 93,637 105,968 122,220 123,893 129,522 

 Operating income 6,354 5,939 7,453 6,298 4,445 

 Net income 3,395 2,680 2,650 3,098 3,284 

 Cash fl ows from operating activities 12,328 2,273 13,142 4,622 1,921 

 Free cash fl ow 4,370 (1,267) 7,107 3,100 (3,602) 

 Depreciation 4,347 4,725 5,351 5,338 5,385 

 Capital expenditures 7,309 6,841 5,008 5,607 6,307 

 R&D expenses 7,820 8,770 10,781 10,990 12,628 

 ROA (Return on assets) (%) 3.2 2.4 2.3 2.6 2.7 

 ROE (Return on equity) (%) 7.8 5.7 5.4 5.9 5.4 

Amounts per share of common stock:

 Net income (¥) 62.04 48.52 47.96 54.74 56.40 

 Diluted net income (¥) 57.22 45.32 44.98 52.04 54.60 

 Cash dividends applicable to 

  the year (¥) 13.00 10.00 10.00 10.00 10.00 

 Stockholders’ equity (¥) 840.20 878.15 914.18 957.30 1,106.38 

At year-end:

 Current assets 74,884 74,879 80,165 81,400 85,046 

 Property, plant and equipment, net 22,300 24,348 23,022 22,810 23,649 

 Current liabilities 52,798 49,668 54,281 56,092 53,094 

 Long-term liabilities 8,402 10,436 12,420 6,005 6,403 

 Common stock 16,732 16,900 16,904 18,090 19,928 

 Retained earnings 13,137 15,731 17,721 23,365 26,002 

 Total stockholders’ equity 46,170 48,521 49,879 54,940 67,145 

 Total net assets — — — — — 

 Total assets 108,472 111,034 117,613 118,101 127,772 

 Equity ratio (%) 42.5 43.7 42.7 46.5 52.6 

Notes: 1. R&D  expenses include labor and other expenses reported as cost of sales.

 2. Total stockholders’ equity and total assets for 2000 are reclassifi ed to conform to the "Standard for Accounting for Transactions  by Foreign Currency, 

etc." effective from the year ended March 31, 2001. Accordingly, ROA and ROE for 2000 are recalculated. With the standard adopted prior to 2001, 

total stockholders’ equity, total assets and stockholders’ equity per share of common stock for 2000 were ¥58,533 million, ¥121,694 million and 

¥1,019.91, respectively. Also, ROA, ROE and equity ratio for 2000 were 2.6%, 5.7% and 48.1%, respectively.

 3. Effective from the year ending March 31, 2007, the Company and its consolidated subsidiaries adopted the new accounting standard for presentation 

of net assets ("Accounting Standard for Presentation of Net Assets in the Balance Sheet and its Implementation Guidance" issued by the Business 

Accounting Deliberation Council on December 9, 2005).
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2002 2003 2004 2005 2006 2007 2007

196,092 222,367 213,020 222,779 253,983 265,055 2,245,277

157,032 177,017 170,984 180,828 215,281 228,379 1,934,596

7,022 12,306 11,320 10,148 9,671 10,110 85,642

3,914 6,138 7,253 7,932 6,175 5,729 48,530

15,728 14,389 10,491 12,472 12,887 16,399 138,916

8,513 6,290 3,021 3,229 3,032 4,512 38,221

5,552 5,723 6,496 7,332 8,616 9,326 79,000

6,808 8,218 8,940 10,402 10,778 12,620 106,904

  14,718 17,644 19,144 22,438 28,695 30,347 257,069

2.8 4.1 4.9 5.3 3.8 3.3 3.3

5.6 8.3 9.4 9.4 6.2 5.0 5.0

64.49 99.78 117.94 128.97 91.71 82.12 0.70

— 86.86 102.85 112.58 88.35 — —

12.50 17.50 17.50 20.00 20.00 25.00 0.21

1,194.19 1,227.79 1,319.41 1,446.99 1,587.05 1,706.54 14.46

102,396 106,180 99,031 105,372 109,910 114,938 973,638

22,466 22,898 22,714 25,544 27,647 30,090 254,892

55,754 58,669 48,681 50,826 52,173 53,763 455,426

17,944 15,869 15,534 15,807 5,004 6,514 55,180

19,928 20,012 20,026 20,360 25,921 25,921 219,576

29,247 34,393 40,500 47,275 52,213 57,344 485,761

72,467 74,738 80,336 88,830 110,782 — —

— — — — — 120,908 1,024,210

147,412 150,230 145,127 156,507 169,553 181,185 1,534,816

49.2 49.8 55.4 56.7 65.3 65.7 65.7

Millions of Yen, unless stated otherwise Thousands of U.S Dollars
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Consolidated Financial Review

Reviewing the world economy in the fiscal year ending March 31, 2007, despite concern 

over effects of persistent high oil prices and declining housing investment, the US economy 

maintained a fi rm trend. The European economy followed a recovery phase helped mainly by 

an improved employment environment, while the earnings of exporting companies slowed due 

to a stronger Euro.

On the other hand, the Asian economy continued with high growth driven by bullish export 

industries in each country, yet some overheated phenomenon was witnessed in China as seen 

in the stock investment.

The Japanese economy managed to maintain a stable growth mostly due to increased 

consumer demand centering on digital home electric appliances such as flat-panel TVs, 

expanded profi t of exporting companies helped by a cheaper yen as well as aggressive private 

sector capital investment. 

In the automobile industry, the demand shifted to fuel effi cient cars refl ecting oil price hikes, 

which created a substantial performance gap between companies. While Japanese makers 

expanded their market share, the US Big Three focusing on large cars struggled to survive.

In our car electronics industry, the market size has grown along with the increased factory 

installation of integrated units in new cars with an emphasis on car navigation systems in 

the midst of an accelerating introduction of car electronics and information communication 

devices.

On the other hand, the after-market size tended to contract by the impact of increased 

factory installation (systems), despite a sharp increase in the demand for new media such as 

“iPod®”, products to respond to “terrestrial digital broadcasting”, and “portable navigation” 

systems with diffusion conscious pricing in the US and European markets.

Under these circumstances, our group tried to secure orders by proposing state-of-the-art 

technologies for car information & communication devices to major automobile makers in 

Japan, the US and Europe.

We also displayed our products at a variety of global events such as motor shows and the 

North American Consumer Electronics Show (CES) trying to impress Alpine brand which will 

create “future value of mobile media”.

Furthermore, to cope with the requirement for local procurements of products by automobile 

makers, we reinforced local personnel and increased investment in facilities at each production 

base in Dalian and Taicang, in China, Hungary in Europe, and in Mexico. We also continued 

active R&D investment, and promoted structural reforms of earnings and costs across the 

group companies. 

Performance by Segment
Audio Products
In this segment, sales of Alpine’s iPod®-LINK automotive CD players for the after-market and 

car audio systems for BRICs market proved to be strong, but overall sales of such products 

declined due to an intensifi ed price competition and contraction of the market. 

With respect to sales to automobile manufacturers, while sales to European makers declined, 

sales of “CD audio systems” addressed to global strategic cars of Japanese makers and “DVD 

audio” were strong. 

In the midst of the increasing diffusion of car information & communication devices, the trend 

from single car audio products to integrated products centering on navigation systems has 

been intensifi ed, and sales of this segment increased 0.2% compared with the previous fi scal 

year.

Information and Communication Equipment
In this segment, we introduced the next generation navigation system called “Mobile Media 

Station X07” to the Japanese domestic after-market at the end of November 2006. This 

system is equipped with Bluetooth function and an iPod®-LINK function and is compatible with 

the terrestrial broadcasting. This spearheading technology received high acclaim in the market, 

but the sales faced diffi culty by the severe price competition with rival companies in the midst 

of the Christmas campaign. 

With respect to the portable navigation system “Blackbird” which was introduced in the North 

American market at the start of the fi scal year, the sales failed to grow with the demand shifting 
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to products in diffusion price zones in spite of sales expansion measures taken in the second 

half of the fi scal year.

On the other hand, sales to automobile manufacturers increased due to strong sales to 

Japanese makers and contribution of new products for new cars introduced in the second half 

of the year, while sales to the US makers declined.

As a result, sales of this segment increased 8.7% year on the year.

(Note) 

Starting from the consolidated fi scal year ended March 31, 2007, product classifi cation in segmentation by 

the type of business has been changed. Comparison with the corresponding period of the previous year is 

given by rearranging the fi gures of the previous fi scal year in accordance with the new classifi cation. (Note15)

Overall, for consolidated performance during the fi scal year under review, net sales jumped 

4.4% to ¥265,055 million (US$2,245.3 million), operating income rises 4.5% to ¥10,110 million 

(US$85.6 million), while net income decreased 7.2% to ¥5,729 million (US$48.5 million), due 

to the prior product compensation expense and so on. Net income per share was ¥82.12 

(US$0.70).

The number of consolidated subsidiaries changed to 28 companies, with 8 companies in 

Japan and 20 overseas. The number of companies accounted for by the equity method at the 

end of the fi scal year remained at 1.

Investment
Capital expenditures increased 17.1% to ¥12,620 million (US$106.9 million). By segment, 

investment in the Audio Products business totaled ¥7,317 million (US$62.0 million), and that in 

the Information and Communication Equipment business amounted to ¥5,303 million (US$44.9 

million).

R&D expenses rose 5.8% to ¥30,347 million (US$257.1 million). R&D expenses amounted to 

11.4% of net sales, up 0.1 percentage points.

Cash Flows
For the fi scal year under review, cash and cash equivalents at the end of the period totaled 

¥37,507 million (US$317.7 million), an increase of ¥4,300 million (US$36.4 million), or 12.9%, 

compared with the previous fi scal year-end.

Cash fl ows from operating activities
Net cash provided by operating activities amounted to ¥16,399 million (US$138.9 million), an 

increase of 27.3%. This was mainly the result of infl ows provided by net income before taxes 

and other adjustments of ¥10,302 million (US$87.3 million), depreciation and amortization of 

¥9,326 million (US$79.0 million) and decrease in notes and accounts receivable of ¥3,504 

million (US$29.7 million), and Income taxes paid of ¥3,692 million (US$31.3 million) from the 

payment of income and other taxes.

Cash fl ows from investing activities
Net cash used in investing activities was ¥11,887 million (US$100.7 million), up 20.6% 

compared with the previous fiscal year. Principal components were payments for the 

acquisition of tangible and intangible fixed assets of ¥8,573 million (US$72.6 million) and 

¥3,593 million (US$30.4 million), respectively.

Cash fl ows from fi nancing activities
Net cash used in fi nancing activities totaled ¥1,541 million (US$13.0 million), up 0.2%. The 

principal component was cash dividends paid of ¥1,395 million (US$11.8 million).

Financial Position
Total assets at the end of the year increased 6.9% to ¥181,185 million (US$1,534.8 million), 

primarily due to an increase in cash and cash equivalents, fixed assets and investment in 

securities. As a result of the increase in retained earnings and unrealized holding gains on 

securities, total net assets grew 7.6% to ¥120,908 million (US$1,024.2 million). The equity ratio 

rose 0.4 percentage points to 65.7%.

Return on equity was 5.0%, a decrease of 1.2 of a percentage point. Return on assets was 

3.3%, a decrease of 0.5 of a percentage point.



See accompanying notes
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Consolidated Balance Sheets

ASSETS  2007  2006  2007 

Current assets:

 Cash and cash equivalents  ¥37,507  ¥ 33,207  $ 317,721 

 Notes and accounts receivable (Note 3):

  Unconsolidated subsidiaries and affi liated companies  1,160 919   9,826 

  Trade   37,446   39,038   317,205 

  Allowance for doubtful receivables  (984) (846) (8,335)

 Inventories (Note 5)   28,833  28,550   244,244 

 Deferred tax assets (Note 11)  4,122   3,058   34,917 

 Other current assets   6,854   5,984   58,060 

   Total current assets   114,938   109,910   973,638 

Property, plant and equipment

 Land    5,180   4,940   43,880 

 Buildings and structures   21,589  20,746   182,880 

 Machinery and equipment   63,492   57,577   537,840 

 Construction in progress   692   115   5,862 

       90,953  83,378   770,462 

 Less accumulated depreciation  (60,863) (55,731) (515,570)

   Net property, plant and equipment   30,090  27,647  254,892 

Investments and other assets:

 Investments in unconsolidated

  subsidiaries and affi liated companies (Note 4)   8,143   6,120   68,979 

 Investments in securities (Note 4)  17,635   16,636   149,386 

 Deferred tax assets (Note 11)  229   182  1,940 

 Other assets   10,150  9,058   85,981 

   Total investments and other assets   36,157   31,996   306,286 

  ¥181,185  ¥ 169,553  $ 1,534,816

Thousands of U.S.
Dollars (Note 1)Millions of Yen

March 31, 2007 and 2006

ALPINE ELECTRONICS, INC.



See accompanying notes
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LIABILITIES, MINORITY INTERESTS AND 

STOCKHOLDERS' EQUITY/NET ASSETS  2007  2006  2007 

Current liabilities:

  Bank loans (Note 6)  ¥ 174  ¥ 264  $ 1,474 

  Long-term debt due within one year (Note 6)   —   7   — 

  Notes and accounts payable (Note 3):

    Unconsolidated subsidiaries and affiliated companies   183  713   1,550 

    Trade   28,788   28,514   243,863 

  Income taxes payable (Note 11)   1,947   1,290   16,493 

  Accrued expenses   12,590   11,116   106,650 

  Deferred tax liabilities (Note 11)   53   174  449 

  Warranty reserve   5,776  4,645   48,928 

  Other current liabilities   4,252   5,450  36,019 

    Total current liabilities   53,763  52,173   455,426 

Long-term liabilities:

  Employees' severance and retirement benefits (Note 8)   620   589  5,252 

  Directors' severance and retirement benefits   719   614  6,091 

  Deferred tax liabilities (Note 11)   4,219   2,700   35,739 

  Other long-term liabilities   956  1,101   8,098 

    Total long-term liabilities   6,514   5,004  55,180 

 

Minority interests   1,594 

Contingent liabilities (Note 7)

Stockholders' equity:

 Common stock:

  Authorized

    Authorized —160,000,000  shares 

    Issued        —69,784,501 shares   —  25,921   — 

  Capital surplus   —   24,906   — 

  Retained earnings   —  52,213   — 

  Land revaluation loss   —  (1,394)  — 

  Unrealized holding gains and losses on securities, net of income taxes   —  7,124   — 

  Foreign currency translation adjustments   —   2,039   — 

       —  110,809   — 

  Less treasury stock, at cost   —  (27)  — 

    Total stockholders' equity   —   110,782   — 

 

Net Assets (Note 9):

  Common stock:

    Authorized —160,000,000  shares

    Issued        —69,784,501shares  25,921   —  219,576 

  Capital surplus   24,906   —   210,978 

  Retained earnings   57,344   —   485,761 

  Less treasury stock, at cost  (30)  —  (254)

  Unrealized holding gains and losses on securities, net of income taxes   7,789   —   65,981 

  Land revaluation loss  (1,394)  —  (11,809)

  Foreign currency translation adjustments  4,520   —  38,289 

  Minority interests   1,852   —   15,688 

    Total net assets   120,908   —   1,024,210 

      ¥181,185  ¥ 169,553  $ 1,534,816 

Thousands of U.S.
Dollars (Note 1)Millions of Yen



See accompanying notes
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Consolidated Statements of Income

 2007 2006 2005 2007 

Net sales (Note 15) ¥265,055  ¥253,983  ¥222,779  $ 2,245,277 

Costs and expenses (Note 15):

 Cost of sales 211,085  203,785  172,213   1,788,098 

 Selling, general and administrative 43,860  40,527  40,418   371,537 

     254,945  244,312  212,631   2,159,635 

Operating income (Note 15) 10,110  9,671  10,148   85,642 

Other income (expenses):

 Interest and dividend income 736  317  296   6,234 

 Interest expense (128) (134) (185) (1,084)

 Foreign exchange gains, net 788  322  354   6,675 

 Equity in earnings of affiliated companies 677  460  853   5,735 

 Loss on sale and disposal of fixed assets (262) (315) (172) (2,219)

 Gain on sale of investments in securities   —   340   —   — 

 Loss on valuation of investments in securities (120) (159) (4) (1,017)

 Prior compensation expense for products (935)  —   —  (7,920)

 Provision for warranty reserve (297)  —   —  (2,516)

 Gain on return of the substitutional portion of 

  Welfare Pension Insurance (Note 8)  —   10   1,091   — 

 Loss on change in the retirement pension scheme (Note 8)  —   —  (199)  — 

 Other — net (267) (360) 102  (2,262)

     192  481  2,136  1,626

Income before income taxes and minority interests 10,302  10,152  12,284   87,268 

Income taxes (Note 11):

 Current 4,738  3,644  4,094  40,135 

 Deferred (372) 62  162  (3,151)

     4,366  3,706  4,256  36,984

Income before minority interests 5,936  6,446  8,028   50,284 

Minority interests in net income of consolidated subsidiaries (207) (271) (96) (1,754)

Net income ¥5,729  ¥6,175  ¥7,932  $48,530 

Thousands of U.S.
Dollars (Note 1)Millions of Yen

Years ended March 31, 2007, 2006 and 2005

ALPINE ELECTRONICS, INC.

 2007 2006 2005 2007 

Amounts per share of common stock:

 Net income ¥82.12 ¥91.71 ¥128.97 $0.70

 Diluted net income — 88.35 112.58 —

 Cash dividends applicable to the year  25.00 20.00 20.00 0.21

U.S. Dollars (Note 1)Yen
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Consolidated Statements of Stockholders’ Equity
Years ended March 31, 2006 and 2005

ALPINE ELECTRONICS, INC.

Consolidated Statements of Changes in Net Assets
Years ended March 31, 2007

ALPINE ELECTRONICS, INC.

Millions of Yen

Number of
shares of

common stock
Common

stock
Capital
surplus

Retained
earnings

Land revaluation
loss

Unrealized holding
 gains and losses

on securities,
net of income 

taxes

Foreign currency
translation

adjustments
Treasury

stock 

Balance at March 31, 2004 60,839,197 ¥20,026  ¥19,011  ¥40,500   ¥(831)   ¥3,634  ¥(1,988) ¥(16)
 Conversion of convertible debentures (Note 10) 507,584   334   334 
 Net income     7,932   
 Adjustments from translation of foreign currency
  financial statements        638  
 Land revaluation loss     (563)  
 Unrealized holding gains and losses on securities, 
  net of income taxes       978   
 Treasury stock        (2) 
 Cash dividends paid (¥20.0 per share)    (1,216) 
 Bonuses to directors    (80) 
 Other      139 
Balance at March 31, 2005 61,346,781   20,360   19,345   47,275  (1,394)  4,612  (1,350) (18)
 Conversion of convertible debentures (Note 10) 8,437,720   5,561   5,561 
 Net income     6,175 
 Adjustments from translation of foreign currency 
  financial statements       3,389 
 Unrealized holding gains and losses on securities, 
  net of income taxes       2,512
 Treasury stock        (9) 
 Cash dividends paid (¥20.0 per share)    (1,270) 
 Bonuses to directors    (80) 
 Other      113 
Balance at March 31, 2006 69,784,501  ¥25,921  ¥24,906  ¥52,213  ¥(1,394) ¥7,124  ¥2,039  ¥(27)

Notes: 1. Cash dividends paid per share is calculated based on actual payment of dividends during the period.

Number of
shares of

common stock
Common

stock
Capital
surplus

Retained
earnings

Land 
revaluation

loss

Unrealized holding
 gains and losses

on securities,
net of income 

taxes

Foreign 
currency

translation
adjustments

Treasury
stock

Millions of Yen

Minority
interests Total 

Stockholders' equity at March 31, 2006 
as previously reported 2006 69,784,501  ¥25,921  ¥24,906  ¥52,213  ¥(27) ¥7,124  ¥(1,394) ¥2,039  — ¥110,782 
 Reclassification due to adoption of new accounting 
  standards for presentation of net assets 
  in the balance sheet at April 1, 2006         1,594  1,594 
Net Assets at April 1, 2006 69,784,501   25,921   24,906   52,213  (27) 7,124  (1,394)  2,039   1,594  112,376 
 Net income    5,729       5,729 
 Increase in retained earnings of the affiliate 
  in equity method    513       513 
 Acquisition of treasury stock     (3)      (3) 
 Retirement of treasury stock   0   0      0 
 Cash dividends paid (¥20.0 per share)    (1,395)       (1,395) 
 Bonuses to directors    (60)       (60) 
 Other      344   665   2,481  258  3,748 
Balance at March 31, 2007 69,784,501  ¥25,921  ¥24,906  ¥57,344  ¥(30) ¥7,789  ¥(1,394) ¥4,520  ¥1,852  ¥120,908 

Common
stock

Capital
surplus

Retained
earnings

Land 
revaluation

loss

Unrealized holding
 gains and losses

on securities,
net of income 

taxes

Foreign 
currency

translation
adjustments

Treasury
stock

Thousands of U.S.Dollars (Note 1)

Minority
interests Total 

Stockholders' equity at March 31, 2006 
as previously reported 2006   $219,576 $210,978 $442,296  $(229) $60,347  $(11,809) $17,272  —  $938,431 
 Reclassification due to adoption of new accounting 
  standards for presentation of net assets 
  in the balance sheet at April 1, 2006         13,503 13,503 
Net Assets at April 1, 2006   219,576  210,978  442,296  (229) 60,347  (11,809) 17,272 13,503 951,934 
 Net income    48,530       48,530  
 Increase in retained earnings of the affiliate 
  in equity method    4,346       4,346  
 Acquisition of treasury stock     (25)       (25)  
 Retirement of treasury stock   0   0      0 
 Cash dividends paid ($0.17 per share)    (11,817)       (11,817) 
 Bonuses to directors    (508)       (508) 
 Other      2,914   5,634   21,017  2,185  31,750  
Balance at March 31, 2007   $219,576  $210,978  $485,761  $(254) $65,981  $(11,809) $38,289  $15,688  $1,024,210  

Notes: 1. Cash dividends paid per share is calculated based on actual payment of dividends during the period.
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Consolidated Statements of Cash Flows

 2007 2006 2005 2007 

Cash flows from operating activities: 

  Income before income taxes and minority interests ¥ 10,302  ¥ 10,152  ¥ 12,284  $87,268 

 Adjustments to reconcile income before income taxes

  and minority interests to cash provided by operating activities:

  Depreciation and amortization (Note 15)  9,326   8,616   7,332   79,000 

  Increase (Decrease) in employees' severance and

   retirement benefits 8 (1,699) 456  68

  Increase in directors' severance and retirement benefits  83   52   82   703 

  Interest and dividend income (735) (317) (296) (6,226)

  Interest expense 126   134   181   1,067 

  Equity in earnings of affiliated companies (677) (460) (853) (5,735)

  Loss on sales of fixed assets  11   113   53   93 

  Prior compensation expenses for products  935   —   —   7,920 

  Decrease (Increase) in notes and accounts receivable 3,504 (2,788) 257  29,682

  Decrease (Increase) in inventories 1,129 3,778  (2,037) 9,564

  Decrease in notes and accounts payable (2,307) (3,357) (1,072) (19,543)

  Decrease (Increase) in consumption taxes receivable 70 (149) 165  594

  Increase in warranty reserve  903   901   550  7,649

  Directors' severance and retirement benefits  —   —   16   — 

  Other—net (2,261) 3,460  (1,774) (19,152)

    Total  20,417   18,436   15,344  172,952

  Interest and dividend received  735  511 375 6,226

  Interest paid (126) (135) (177) (1,067)

  Income taxes paid (3,692) (5,925) (2,938) (31,275)

  Payments for Prior compensation expense for products (935)  —   —  (7,920)

  Payments for directors' severance and retirement benefits  —   —  (132)  — 

 Net cash provided by operating activities  16,399   12,887   12,472  138,916

Cash flows from investing activities: 

  Payments for acquisition of property, plant and equipment (8,573) (8,488) (7,949) (72,622)

  Proceeds from sale of property, plant and equipment 100  567   72   847 

  Payments for acquisition of intangible fixed assets (3,593) (2,418) (1,397) (30,436)

  Proceeds from sale of investments in securities 0  111   1  0

  Payments for investment  —  (131) (209)  — 

  Gain on sale of investments in affiliated companies  —   577   —   — 

  Payments for loans (47) (172)  (279)  (398)

  Collection of loans receivable 49  253   336   415 

  Other—net 177 (154) 182  1,499

 Net cash used in investing activities (11,887) (9,855) (9,243) (100,695)

Cash flows from financing activities:

  Decrease in short-term borrowings (113) (190) (329) (957)

  Repayments of long-term debt (7) (13) (11) (59)

  Cash dividends paid (1,395) (1,270) (1,217) (11,817)

  Cash dividends paid to minority interests (82) (40) (57) (695)

  Paid-in capital from minority interests 59  —   —  500

  Other—net (3) (24) (2) (26)

 Net cash used in financing activities (1,541) (1,537) (1,616) (13,054)

 Effect of exchange rate changes on cash and cash equivalents 1,139 1,057  318  9,649

 Net increase (decrease) in cash and cash equivalents 4,110 2,552  1,931  34,816

 Cash and cash equivalents at beginning of year  33,207   30,476   28,360   281,296 

 Increase in cash and cash equivalents due to inclusion of  

  additional subsidiaries in the consolidation  163   179   185   1,380 

 Increase in cash and cash equivalents acquired due to merger 

  of consolidated and nonconsolidated subsidiaries  27     229 

 Cash and cash equivalents at end of year ¥ 37,507  ¥ 33,207  ¥ 30,476  $317,721

Thousands of U.S.
Dollars (Note 1)Millions of Yen

Years ended March 31, 2007, 2006 and 2005

ALPINE ELECTRONICS, INC.
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Notes to Consolidated Financial Statements
March 31, 2007, 2006 and 2005

ALPINE ELECTRONICS, INC.

1. Basis for Presenting Consolidated Financial Statements
Alpine Electronics, Inc. (“the Company”), a Japanese corporation, is 

a subsidiary of Alps Electric Co., Ltd. (40.7% owned), a Japanese 

listed company. The accompanying consolidated financial statements 

have been prepared in accordance with the provisions set forth in the 

Japanese Securities and Exchange Law and its related accounting 

regulations, and in conformity with accounting principles generally 

accepted in Japan, which are different in certain respects as to 

application and disclosure requirements of International Financial 

Reporting Standards. The accounts of overseas subsidiaries are based 

on their accounting records maintained in conformity with generally 

accepted accounting principles prevailing in the respective countries of 

domicile.

The accompanying consolidated financial statements have been 

restructured and translated into English (with some expanded 

descriptions and the inclusion of consolidated statements of changes in 

net assets) from the consolidated fi nancial statements of the Company 

prepared in accordance with Japanese GAAP and filed with the 

appropriate Local Finance Bureau of the Ministry of Finance as required 

by the Securities and Exchange Law. Some supplementary information 

included in the statutory Japanese language consolidated financial 

statements, but not required for fair presentation, is not presented in the 

accompanying consolidated fi nancial statements.

The accompanying consolidated balance sheet as of March 31, 2007 

has been prepared in accordance with the new accounting standard 

as discussed in Note 2 (21). The consolidated balance sheet as of 

March 31, 2006 has been prepared in accordance with the previous 

presentation rules.

Also, as discussed in Note 2 (22), the consolidated statement of changes 

in net assets for the year ended March 31, 2007 has been prepared 

in accordance with the new accounting standard. The accompanying 

consolidated statement of shareholders’ equity for the year ended March 

31, 2006 and 2005 were voluntarily prepared for the purpose of inclusion 

in the consolidated fi nancial statements although such statements were 

not required to be fi led with the Local Finance Bureau.

The translations of the Japanese yen amounts into U.S. dollars are 

included solely for the convenience of readers outside Japan, using 

the prevailing exchange rate at March 31, 2007, which was ¥118.05 

to U.S.$1. The convenience translations should not be construed as 

representations that the Japanese yen amounts have been, could have 

been, or could in the future be, converted into U.S. dollars at this or any 

other rate of exchange.

2. Summary of Signifi cant Accounting Policies
(1) Consolidation
The consolidated financial statements include the accounts of the 

Company and substantially all of its subsidiaries (“the Companies”) which 

are controlled through substantial ownership of majority voting rights or 

existence of certain conditions. All signifi cant intercompany transactions 

and account balances are eliminated in consolidation.

During the fi scal year ended March 31, 2007, one subsidiary was added 

in consolidation.

(2) Equity method
Investments in affi liated companies (all companies 20% to 50% owned 

and certain others 15% to 20% owned) are accounted for by the equity 

method in the consolidated financial statements for 2007, 2006 and  

2005.

(3) Cash and cash equivalents
In preparing the consolidated statements of cash fl ows, cash on hand, 

readily-available deposits and short-term highly liquid investments with 

maturities of not exceeding three months at the time of purchase are 

considered to be cash and cash equivalents.

(4) Securities
The intent of holding each security is examined and securities are 

classifi ed as (a) securities held for trading purposes (hereafter, “trading 

securities”), (b) debt securities intended to be held to maturity (hereafter, 

“held-to-maturity debt securities”), (c) equity securities issued by 

subsidiaries and affi liated companies, and (d) for all other securities that 

are not classifi ed in any of the above categories (hereafter, “available-for-

sale securities”).

The Companies had no trading securities or held-to-maturity debt 

securities. Equity securities issued by subsidiaries and affiliated 

companies which are not consolidated or accounted for using the equity 

method are stated at moving-average cost. Available-for-sale securities 

with fair market value are stated at fair market value. Unrealized holding 

gains and losses on these securities are reported, net of applicable 

income taxes, as a separate component of the net assets. Realized 

gain on sale of such securities is computed using the moving-average 

cost. Available-for-sale securities with no fair market value are stated at 

moving-average cost.

If the market value of equity securities issued by subsidiaries and 

affi liated companies which are not consolidated or on the equity method 

and available-for-sale securities declines signifi cantly, such securities are 

stated at fair market value and the difference between the fair market 

value and the carrying amount is recognized as loss in the period of the 

decline. If the fair market value of equity securities issued by subsidiaries 

and affi liated companies is not readily available, such securities should 

be written down to net asset value in the event net asset value has 

signifi cantly declined. Unrealized losses on these securities are reported 

in the income statements.

(5) Allowance for doubtful accounts
The Companies provide allowance for doubtful accounts to cover 

probable losses on collection by estimating uncollectible amounts 

individually in addition to amounts for possible losses on collection in the 

past.

(6) Inventories
Inventories held by the Company and its consolidated subsidiaries 

except for those in America and Europe are principally stated at cost 

determined by the weighted-average method. 

Inventories held by the consolidated subsidiaries in America and 

Europe are principally stated at the lower end of market or cost, mainly 

determined by the moving-average method.
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(7) Property, plant, equipment and depreciation
Property, plants and equipment are stated at cost except for certain 

land. The Companies compute depreciation of property, plant and 

equipment, except for certain buildings, using the declining-balance 

method at rates based on the useful lives prescribed by Japanese tax 

regulations, while overseas consolidated subsidiaries use the straight-

line method over the estimated useful lives.

Depreciation of buildings purchased after March 31, 1998, is computed 

using the straight-line method by the Company and its domestic 

subsidiaries, because of an amendment to Japanese tax regulations.

Estimated useful lives are as follows:

  Buildings  2 – 50 years

  Machinery  2 – 15 years

  Equipment  2 – 20 years

  (Dies   1 year)

(8) Land revaluation
Pursuant to “Law Concerning Revaluation of Land” and the revisions 

thereof, the Company elected one-time revaluation of land used for 

business operations at fair value as of March 31, 2002. Due to the 

revaluation, book value of the land was reduced by ¥1,395 million to 

¥3,212 million as of March 31, 2002, and the related unrealized loss 

is reported as a separate component of net assets. According to the 

revised Law, the Company is not permitted to revalue the land at any 

time for subsequent declines or appreciation in the fair values of the 

land. The excess of the revalued amounts of the revalued land over the 

fair values as of March 31, 2007 and 2006 amounted to ¥963 million 

(US$8,158 thousand) and ¥873 million, respectively.

 (9) Certain lease transactions
Finance leases which do not transfer ownership of leased assets to 

lessees are not capitalized and are accounted for in the same manner as 

operating leases.

(10) Employees’ bonuses 
Liabilities for employees’ bonuses are mainly provided based on the 

estimate of the amounts to be paid in the future, based on the accrual 

basis at the balance sheet date.

(11) Directors’ bonuses 
Liabilities for directors’ bonuses are mainly provided based on the 

estimate of the amounts to be paid in the future, based on the accrual 

basis at the balance sheet date.

Effective from the year ended March 31, 2007, the Company adopted 

the new accounting standard for directors’ bonuses (“Accounting 

Standard for Directors’ Bonuses” issued by the Accounting Standards 

Board of Japan). Under this standard, directors’ bonuses are expensed 

as incurred and shown under selling, general and administrative 

expenses, whereas the Company previously accounted for them as a 

deduction of retained earnings.

As a result of adopting the standard and guidance, operating income 

and income before income taxes and minority interests for the fi scal year 

ended March 31, 2007 decreased by ¥63 million ($534thousand).

(12) Employees’ severance and retirement benefi ts
The Company and its fi ve domestic subsidiaries have unfunded lump-

sum benefit and funded pension plans covering all employees. Under 

the terms of the plans, eligible employees are entitled, upon reaching 

mandatory retirement age or earlier voluntary severance, to severance 

and retirement benefi t payments based on the length of their services, 

base salary at the time of termination and cause of termination.

Allowances and expenses for severance and retirement benefits are 

determined based on the amounts actuarially calculated using certain 

assumptions. The Companies provide allowance for employees’ 

severance and retirement benefits based on the estimated amount of 

projected benefi t obligation and the fair value of the plan assets at the 

balance sheet date. 

Return of substitutional portion of Welfare Pension Insurance

Employees of Japanese companies compulsorily join the Welfare 

Pension Insurance Scheme operated by the government. Employers 

are legally required to deduct employees’ welfare pension insurance 

contributions from their payroll and to pay them to the government 

together with employers’ own contributions. For companies that have 

established their own Employees’ Pension Fund which meets certain 

legal requirements, it is possible to transfer a part of their welfare 

pension insurance contributions (so-called substitutional portion of 

the government’s Welfare Pension Insurance Scheme) to their own 

Employees’ Pension Fund under the government’s permission and 

supervision.

Based on the newly enacted Defi ned Benefi t Corporate Pension Law, the 

Company decided to restructure its Employees’ Pension Fund and was 

permitted by the Minister of Health, Labour and Welfare on September 

1, 2004 to transfer back the obligation for payments for prior service 

in the substitutional portion of the Welfare Pension Insurance Scheme. 

On June 27, 2005, the Company transferred back the obligation to the 

government. 

In the year ended March 31, 2006, the Company recognized a gain 

on return of the substitutional portion of the Welfare Pension Insurance 

amounting to ¥10 million (US$85 thousand). 

Also, on February 28, 2005, the Company made further changes 

in the retirement pension scheme, by introducing a new business 

annuity scheme, called the Cash Balance Plan. Based on the Defi ned 

Contribution Corporate Pension Law, the Company shifted a part of 

its pension scheme, on April 2, 2005, to the alternatives of defined 

contribution or prepaid retirement benefits. As a result, in the year 

ended March 31, 2005, the Company recognized a gain on return of 

the substitutional portion of the Welfare Pension Insurance amounting 

to ¥1,091 million and loss on change in the retirement pension scheme 

amounting to ¥199 million.

(13) Directors’ severance and retirement benefi ts
The Company and its domestic consolidated subsidiaries provide for 

retirement benefi ts for directors, based on the bylaws and on the accrual 

basis at the balance sheet date.

(14) Foreign currency translation
Receivables, payables and investments denominated in foreign 

currencies are translated into Japanese yen using the exchange rate 

at the balance sheet date, except that investments in unconsolidated 

subsidiaries and affi liated companies are translated using the historical 

rates. The Company and its domestic subsidiaries include foreign 

currency translation adjustments in the net assets in the consolidated 

balance sheets.
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Financial statements of overseas consolidated subsidiaries are translated 

into Japanese yen using the year-end rate for assets and liabilities, 

except that net assets accounts and investments in unconsolidated 

subsidiaries and affiliated companies not on the equity method are 

translated using the historical rates. The average exchange rate for the 

year is used for translation of income and expenses.

(15) Research and development costs
Research and development costs are charged to income when incurred 

and included in costs and expenses.

(16) Income taxes
The Companies recognize tax effects of temporary differences between 

the financial statement carrying amounts and the tax basis of assets 

and liabilities. The provision for income taxes is computed based on the 

pretax income included in the consolidated statement of income. The 

asset and liability approach is used to recognize deferred tax assets 

and liabilities for the expected future tax consequences of temporary 

differences.

(17) Amounts per share of common stock
Computations of net income per share of common stock are based on 

the weighted-average number of shares of common stock outstanding 

during each fi scal year.

Diluted net income per share is computed based on the weighted-

average number of common stock and contingent issuance of common 

stock from convertible debentures.

Cash dividends per share represent actual amounts applicable to the 

respective years.

(18) Software costs
The Company included software in other assets and depreciated it using 

the straight-line method over the estimated useful lives (from three to fi ve 

years).

(19) Derivative transactions and hedge accounting
The Companies state derivative financial instruments at fair value and 

recognize changes in the fair value as gains or losses unless derivative 

fi nancial instruments are used for hedging purposes. 

If derivative fi nancial instruments are used as hedges and meet certain 

hedging criteria, the Companies defer recognition of gains or losses 

resulting from changes in fair value of derivative financial instruments 

until the related losses or gains on the hedged items are recognized.

Also, if interest rate swap contracts are used as hedges and meet 

certain hedging criteria, the net amount to be paid or received under the 

interest rate swap contract is added to or deducted from the interest on 

the assets or liabilities for which the swap contract was executed.

(20) Reclassifi cations
Certain prior year amounts have been reclassified to conform to the 

2007 presentation. These changes had no impact on previously reported 

results of operations.

(21) Accounting Standard for Presentation of Net Assets in the 

Balance Sheet
Effective from the year ended March 31, 2007, the Company and 

its consolidated subsidiaries adopted the new accounting standard, 

“Accounting Standard for Presentation of Net Assets in the Balance 

Sheet” (Statement No.5 issued by the Accounting Standards Board of 

Japan on December 9, 2005), and the implementation guidance for the 

accounting standard for presentation of net assets in the balance sheet 

(the Financial Accounting Standard Implementation Guidance No. 8 

issued by the Accounting Standards Board of Japan on December 9, 

2005), (collectively, “the New Accounting Standards”).

The consolidated balance sheet as of March 31, 2007 prepared in 

accordance with the New Accounting Standards comprises three 

sections, which are the assets, liabilities and net assets sections. The 

consolidated balance sheet as of March 31, 2006 prepared pursuant to 

the previous presentation rules comprises the assets, liabilities, minority 

interests and stockholders’ equity sections.

Under the New Accounting Standards, the following item is presented 

differently at March 31, 2007 compared to March 31, 2006.  Minority 

interests are included in the net assets section at March 31, 2007. 

Under the previous presentation rules, companies were required to 

present minority interests in the liabilities section and between the long-

term liabilities and the stockholders’ equity sections, respectively.

The adoption of the New Accounting Standards had no impacts on the 

consolidated statement of income for the year ended March 31, 2007.  

Also, if the New Accounting Standards had not been adopted at March 

31, 2007, the stockholders’ equity amounting to ¥119,056 million (US$ 

1,008,522 thousand) would have been presented.

(22) Accounting Standard for Statement of Changes in Net 

Assets
Effective from the year ended March 31, 2007, the Company and 

its consolidated subsidiaries adopted the new accounting standard, 

“Accounting Standard for Statements of Changes in Net Assets” 

(Statement No.6 issued by the Accounting Standards Board of Japan 

on December 27, 2005), and the implementation guidance for the 

accounting standard for statement of changes in net assets (the 

Financial Accounting Standard Implementation Guidance No. 9 issued 

by the Accounting Standards Board of Japan on December 27, 2005), 

(collectively, “the Additional New Accounting Standards”).

The Company prepared the accompanying consolidated statement of 

changes in net assets for the year ended March 31, 2007 in accordance 

with the Additional New Accounting Standards. The accompanying 

consolidated statement of shareholders’ equity for the year ended March 

31, 2006 and 2005, which was voluntarily prepared for inclusion in the 

consolidated financial statements, has not been adapted to the new 

presentation rules of 2007.

  

(23) Impairment of Fixed Assets
Effective from the year ended March 31, 2006, the Company and its 

consolidated subsidiaries adopted the new accounting standard for 

impairment of fixed assets (“Opinion Concerning Establishment of 

Accounting Standard for Impairment of Fixed Assets” issued by the 

Business Accounting Deliberation Council on August 9, 2002) and “the 

Implementation Guidance for the Accounting Standard for Impairment 

of Fixed Assets” (the Financial Accounting Standard Implementation 

Guidance No.6 issued by the Accounting Standard Board of Japan on 

October 31, 2003).

As a result of adopting this standard and the guidance, the company 

recorded no impairment and the income before income taxes was the 

same compared with what would have been reported under the previous 

accounting policy.
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3. Effect of Bank Holiday
As fi nancial institutions in Japan were closed on March 31, 2007, ¥203 million of trade notes receivable and ¥ 35 million of trade notes payable 

maturing on March 31, 2007 were settled on the following business day and accounted for accordingly.

4. Securities
Acquisition cost, book value and the related unrealized gains or losses of the available-for-sale securities with available fair values as of March 31, 

2007 and 2006 were as follows:

2007

Securities with book values exceeding acquisition costs:

 Equity securities  ¥4,187 ¥17,270 ¥13,083

Other securities:

 Equity securities  34 29 (5)

Total     ¥4,221 ¥17,299 ¥13,078

Millions of Yen

DifferenceBook valueAcquisition cost

2006

Securities with book values exceeding acquisition costs:

 Equity securities  ¥4,217 ¥16,179 ¥11,962

Other securities:

 Equity securities  1 1 (0)

Total     ¥4,218 ¥16,180 ¥11,962

Millions of Yen

Book valueAcquisition cost Difference

2007

Securities with book values exceeding acquisition costs:

 Equity securities  $35,468 $146,294 $110,826

Other securities:

 Equity securities  288 246 (42)

Total     $35,756 $146,540 $110,784

Thousands of U.S. dollars

DifferenceBook valueAcquisition cost

Securities not stated at fair value as of March 31, 2007, and 2006 were as follows:

  2007  2006  2007 

Equity securities issued by subsidiaries and affiliated companies not consolidated or 

accounted for using the equity method  ¥942 ¥641 $7,980

Other securities:

 Non-listed equity securities   214  214 1,812

Total       ¥1,156 ¥855 $9,792

Thousands of U.S. DollarsMillions of Yen

The total sales amount of available-for-sale securities sold in the year ended March 31, 2007 was ¥16 thousand (US$0 thousand), and the gains from 

sales amounted to ¥64 thousand (US$1 thousand).
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5. Inventories
Inventories at March 31, 2007 and 2006 comprised the following:

  2007  2006  2007 

Finished products  ¥20,937 ¥21,142 $177,357

Work in process  1,425 1,400 12,071

Raw materials and supplies    6,471  6,008 54,816

Total       ¥28,833 ¥28,550 $244,244

Thousands of U.S. DollarsMillions of Yen

6. Bank Loans and Long-Term Debt
Bank loans generally consisted of overdrafts from banks with interest rates ranging from 2.77% to 7.00% at March 31, 2007, and from 2.75% to 5.25% 

at March 31, 2006.

There was no long-term debt at March 31, 2007 and long-term debt at March 31, 2006 consisted of the following:

  2007  2006  2007 

Secured loan from Hungarian government due through 2006 with interest rate 0%  ¥— ¥7 $—

Less amount due within one year    — (7) —

Total       ¥— ¥— $—

Thousands of U.S. DollarsMillions of Yen

At March 31,2007, and 2006, there was no pledge of collateral for long-term secured debt.

The Company has credit lines from banks, and the total unused credit available at March 31, 2007 and 2006 were ¥11,000 million (US$93,181 

thousand) and ¥11,000 million, respectively. 

7. Contingent Liabilities
   A Company’s unconsolidated affiliate Alpine do Brasil Ltda. (“AOBR”) (100% owned by Alpine Electronics of America, Inc. (100% owned)) had 

applied the reduction of import duty thorough the submission of a petition for qualification of industrialization addressed to the Foreign Trade 

Secretariat of the Ministry of Development, Industry and Foreign Trade of Brazil. However AOBR was announced that its operation had not consisted 

of industrialization and noticed a tax deficiency of Real$6.4million (¥355million or $3.0million), that consisted of excise tax R$2.0million, import duty 

R$1.4million, penalty R$2.5million, and arrears interest R$0.5million, by the tax authority of Brazil. AOBR commenced the administrative dispute 

procedure against the Federal Revenue Judgment Offices in May 2003. In November 2006, the Federal judgment revenue officer issued the 

notification of the decision mentioning AOBR must pay R$9.4million (¥520million or $4.4million) consisting of excise tax R$2.0million, import duty 

R$1.4million, penalty R$2.5million, and arrears interest R$3.5million. AOBR instituted the administrative dispute and appealed to the Tax Payers’ 

Council of the Ministry of Finance in December 2006.
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8. Employees’ Severance and Retirement Benefits
Employees’ severance and retirement benefits included in the liability in the consolidated balance sheets and the related expenses for 2007 and 2006, 

which were determined based on the amounts obtained by actuarial calculations, were as follows:

  2007  2006  2007 

Employees’ severance and retirement benefits:

 Projected benefit obligation  ¥(9,376) ¥(8,964) (79,424)

 Unamortized prior service cost  — — —

 Unamortized actuarial differences  622 916 5,269

 Pension assets   9,772 9,194 82,778

 Prepaid pension expense   (1,638) (1,735) (13,875)

Employees’ severance and retirement benefits   ¥(620)  ¥(589) $(5,252)

Thousands of U.S. DollarsMillions of Yen

 2007 2006 2005 2007 

Severance and retirement benefit expenses:

 Service costs – Benefits earned during the year ¥382  ¥360 ¥599 $3,236

 Interest costs on projected benefit obligation 200  192   332  1,694

 Expected return on plan assets (217)  (182) (210) (1,838)

 Amortization of prior service costs —  (1,097) (218)  —

 Amortization of actuarial differences 111  179  313  940

 Additional retirement benefit 48  2 3  407

 Other expenses (Defined Contribution, etc.) 144  152 —  1,220

Severance and retirement benefit expenses  ¥668  ¥(394)  ¥819  $5,659 

 Gain on return of the substitutional portion of 

  welfare pension insurance —  (10) (1,091)  —

 Loss on change in the retirement pension scheme — — 199  —

Total    ¥668  ¥(404) ¥(73) $5,659 

Millions of Yen Thousands of U.S. Dollars

An overseas subsidiary has adopted the Defined Benefit Pension Scheme; pension assets of ¥508 million (US$4,303 thousand) are not included in 

the above table. 

The discount rate and the rate of expected return on plan assets used by the Company were 2.5% for 2007, 2006 and 2005. The estimated amount 

of all retirement benefits to be paid at the future retirement date was allocated equally to each service year using the estimated number of total service 

years. Prior service costs were recognized as expense within one year, and actuarial gains or losses were recognized as income or expense using the 

straight-line method over 16 years.
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9. Net assets
The Japanese Corporate Law (“the Law”) became effective on May 1, 2006, replacing the Japanese Commercial Code (“the Code”). The Law is 

generally applicable to events and transactions occurring after April 30, 2006 and for fiscal years ending after that date.

   Under Japanese laws and regulations, the entire amount paid for new shares is required to be designated as common stock. However, a company 

may, by a resolution of the Board of Directors, designate an amount not exceeding one-half of the price of the new shares as additional paid-in 

capital, which is included in capital surplus.

   Under the Law, in cases where a dividend distribution of surplus is made, the smaller of an amount equal to 10% of the dividend or the excess, if 

any, of 25% of common stock over the total of additional paid-in-capital and legal earnings reserve must be set aside as additional paid-in-capital or 

legal earnings reserve. Legal earnings reserve is included in retained earnings in the accompanying consolidated balance sheets.

   Under the Code, companies are required to set aside an amount equal to at least 10% of the aggregate amount of cash dividends and other cash 

appropriations as legal earnings reserve until the total of legal earnings reserve and additional paid-in capital equaled 25% of common stock.

   Under the Code, legal earnings reserve and additional paid-in capital could be used to eliminate or reduce a deficit by a resolution of the 

shareholders’ meeting or could be capitalized by a resolution of the Board of Directors. Under the Law, both of these appropriations generally require 

a resolution of the shareholders’ meeting.

   Additional paid-in capital and legal earnings reserve may not be distributed as dividends. Under the Code, however, on condition that the total 

amount of legal earnings reserve and additional paid-in capital remained equal to or exceed 25% of common stock, they are available for distribution 

by resolution of the shareholders’ meeting. Under the Law, all additional paid-in-capital and all legal earnings reserve may be transferred to other 

capital surplus and retained earnings, respectively, which are potentially available for dividends.

   The maximum amount that the Company can distribute as dividends is calculated based on the non-consolidated financial statements of the 

Company in accordance with Japanese laws and regulations.

   At the annual shareholders’ meeting held on June 26, 2007, the shareholders approved cash dividends amounting to ¥1,046 million ($8,861 

thousand). Such appropriations have not been accrued in the consolidated financial statements as of March 31, 2007. Such appropriations are 

recognized in the period in which they are approved by the shareholders.

10. Non-Cash Transaction
As a result of conversion of unsecured domestic convertible debentures, common stock of the Company was increased by ¥5,561 million (US$47,340 

thousand) in 2006, ¥334 million in 2005 and ¥14 million in 2004, respectively.
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12. Derivative Financial Instruments
The Companies have entered into forward exchange contracts and currency option contracts with banks as hedges against receivables denominated 

in foreign currencies. 

These derivative financial transactions are executed by the Company’s accounting department solely for hedging purposes under the internal control 

rules and the supervision by the Board of Directors. The Companies do not anticipate any credit loss from nonperformance by the counterparties to 

forward exchange contracts because the counterparties are creditworthy securities companies of Japan.

Hedging derivative financial instruments used by the Companies and items hedged are as follows:

  Hedging instruments: Forward foreign exchange contracts

    Currency option contracts

  Hedged items: Foreign currency trade receivables and payables, 

Significant components of the Companies’ deferred tax assets and liabilities as of March 31, 2007, and 2006 were as follows:

  2007  2006  2007 

Deferred tax assets: 

 Provision for warranty reserve  ¥1,450 ¥1,105 $12,283

 Depreciation  2,344 2,808 19,856

 Provision for employees' severance and retirement benefits  184 180 1,559

 Accrued expenses  219 289  1,855

 Elimination of unrealized profit  769 550 6,514

 Other    2,692 2,173 22,804

 Valuation reserve  (293) (251) (2,482)

 Offset allowed against deferred tax liabilities  (3,014) (3,614) (25,532)

Total deferred tax assets  ¥4,351 ¥3,240 $36,857

Deferred tax liabilities:

 Unrealized holding gains and losses on securities  ¥5,289 ¥4,838 $44,803

 Loss on limited partnership in a consolidated subsidiary  18 18 152

 Other    1,979 1,632 16,764

 Offset allowed against deferred tax assets  (3,014) (3,614) (25,531)

Total deferred tax liabilities  ¥4,272 ¥2,874 $36,188

Net deferred tax assets  ¥79 ¥366 $669

Thousands of U.S. DollarsMillions of Yen

11. Income Taxes
The Companies are subject to a number of taxes based on income, which, in the aggregate, indicate statutory rates in Japan of approximately 40% 

for the years ended March 31, 2007, 2006 and 2005.

The following table summarizes the significant differences between the statutory tax rate and the Companies’ effective tax rate for financial statement 

purposes for the years ended March 31, 2006 and 2005. Reconciliation of the statutory tax rate and the Company’s effective tax rate for the year 

ended March 31, 2007 was not required due to the small difference:

    2006  2005 

Statutory tax rate   40.4% 40.4%

 Research and development cost tax credit   (2.5) (4.9)

 Non-taxable dividend income   (0.2) (0.2)

 Foreign tax credit   (2.3) (0.5)

 Differences in overseas subsidiaries   (2.8) (0.1)

 Non-deductible expenses   0.6 0.5

 Equity in earnings of affiliated company   1.6 1.6

 Provision for transfer price tax   — —

 Tax refund   (0.9) (2.8)

 Valuation reserve   1.0 1.6

 Other     1.6 (0.9)

Effective tax rate    36.5% 34.7%
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2007

Currency related   

 Forward foreign exchange contracts

  To sell U.S. dollars ¥7,680 ¥— ¥7,697 ¥(17)

  To sell Euro 4,688 — 4,706 (18)

        ¥(35)

Millions of Yen

Recognized gains (losses)Fair valueOver one yearTotal

Contract value

2006

Currency related

 Forward foreign exchange contracts

  To sell U.S. dollars ¥1,663 ¥— ¥1,664 ¥(1)

  To sell Euro 3,635 — 3,636 (1)

  To buy U.S. dollars 6,476 — 6,487 11

  To buy Euro 4,662 — 4,673 11

Currency option contracts

 Call option

  To sell U.S. dollars 4,396
 — 75 (7)

     68

  To sell Euro 4,102
 — 51 3

     54

 Put option

  To buy U.S. dollars 4,396
 — 67 (1)

     68

  To buy Euro 4,102
 — 36 (18)

     54

        ¥(3)

Millions of Yen

Recognized gains (losses)Fair valueOver one yearTotal

Contract value

2007

Currency related   

 Forward foreign exchange contracts

  To sell U.S. dollars $65,057 $— $65,201 $(144)

  To sell Euro 39,712 — 39,864 (152)

        $(296)

Thousands of U.S. dollars

Recognized gains (losses)Fair valueOver one yearTotal

Contract value

The Companies evaluate hedge effectiveness semi-annually by comparing the cumulative changes in cash flows or the changes in fair value of 

hedged items and the corresponding changes in the hedging derivative instruments.

The outstanding contract amounts of derivative financial transactions and their market values at March 31, 2007 and 2006, are summarized as 

follows:

The fair values of forward foreign exchange contracts were estimated based on the market as of March 31, 2007 and 2006.

The fair values of currency option contracts were estimated based on the offered price from the financial institutions. Lower figures of Currency option’

s Contract value total show the option premium. All currency option contracts are zero cost option contracts. 

Derivative financial transactions, to which hedge accounting is applied, were excluded from the above.
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13. Lease Information
Finance leases, except for those leases for which the ownership of the leased assets are considered to be transferred to the lessees, are accounted 

for in the same manner as operating leases. At March 31, 2007 and 2006, the equivalent amounts of purchase price, accumulated depreciation and 

book value of leased properties were as follows:

  2007  2006  2007 

Purchase price equivalent of machinery and equipment   ¥1,376 ¥1,949 $11,656

Accumulated depreciation equivalent of machinery and equipment   966 1,281 8,183

Net book value equivalent  ¥410 ¥668 $3,473

         

Purchase price equivalent of other assets  ¥1 ¥24 $8

Accumulated depreciation equivalent of other assets  1 19 8

Net book value equivalent  ¥0 ¥5 $0

Thousands of U.S. DollarsMillions of Yen

The future minimum lease payments excluding interest expense under finance leases at March 31, 2007 and 2006 were as follows:

  2007  2006  2007 

Current    ¥223 ¥281 $1,889

Non-current   209 416 1,770

Total      ¥432 ¥697 $3,659

Thousands of U.S. DollarsMillions of Yen

Such finance lease payments of the Companies amounted to ¥302 million (US$2,558 thousand), ¥440 million and ¥494 million for the years ended 

March 31, 2007, 2006 and 2005, respectively.

   The equivalent of depreciation expense amounting to ¥284 million (US$2,406 thousand) in 2007, ¥411 million in 2006, and ¥461 million in 2005, 

was computed using the straight-line method over the lease terms assuming no residual value. The equivalent of interest expense amounting to ¥12 

million (US$102 thousand) in 2007, ¥20 million in 2006, and ¥29 million in 2005, was computed using the interest rate method over the lease terms 

for the difference between acquisition cost and total lease payments.

   The future minimum lease payments under noncancelable operating leases at March 31, 2007 and 2006 were as follows:

  2007  2006  2007 

Current    ¥396 ¥246 $3,354

Non-current   598 275 5,066

Total      ¥994 ¥521 $8,420

Thousands of U.S. DollarsMillions of Yen
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2005

Net income  ¥7,932

Amounts not attributable to common stock  80

 (Bonuses to directors from retained earnings)

Basic EPS

 Net income available to common stockholders  7,852 60,887 ¥128.97

Effect of dilutive securities

 Convertible bonds  5 8,896

Diluted EPS

  Net income for computation  ¥7,857 69,783 ¥112.58

 Yen

EPS
Weighted-average
number of sharesNet income

Thousands of sharesMillions of yen

14. Net Income per Share
There was no effect of diluted securities as a result of redemptions of convertible bonds for the year ended March31, 2007. Reconciliation of the 

difference between basic and diluted net income per share (EPS) for the years ended March 31, 2006 and 2005 were as follows:

2006

Net income  ¥6,175

Amounts not attributable to common stock  60

 (Bonuses to directors from retained earnings)

Basic EPS

 Net income available to common stockholders  6,115 66,684 ¥91.71

Effect of dilutive securities

 Convertible bonds  80 3,072

Diluted EPS

  Net income for computation  ¥6,195 69,756 ¥88.35

 Yen

EPS
Weighted-average
number of sharesNet income

Thousands of sharesMillions of yen
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15. Segment Information
The Companies’ primary business activities include (1) Audio Products business, which consists of car audio systems and audio accessories, etc., 

and (2) Information and Communication Equipment business, which consists of car communications and electronic components.

   A summary of net sales, costs and expenses, operating income, identifiable assets, depreciation expense, and capital expenditures by business 

segment for the years ended March 31, 2007, 2006 and 2005 were as follows:

2007

 I. Sales and operating income

   Net sales:

   Outside customers ¥129,337 ¥135,718 ¥265,055 ¥ —  ¥265,055

   Inter-segment 754 391 1,145 (1,145)            —

    Total 130,091 136,109 266,200 (1,145) 265,055

  Costs and expenses 120,130 127,252 247,382 7,563 254,945

  Operating income ¥9,961 ¥8,857 ¥18,818 ¥(8,708) ¥10,110

 II. Identifiable assets ¥78,234 ¥69,765 ¥147,999 ¥33,186 ¥181,185

 Depreciation expense 5,472 3,799 9,271 55 9,326

 Capital expenditures 7,317 5,303 12,620 — 12,620

Consolidated

Elimination
and/or

corporateTotal

Millions of yen

Information
and communication
equipment business

Audio products
business

2006

 I. Sales and operating income

   Net sales:

   Outside customers ¥129,076 ¥124,907 ¥253,983 ¥ —  ¥253,983

   Inter-segment 667 1,464 2,131 (2,131) — 

    Total 129,743 126,371 256,114 (2,131) 253,983

  Costs and expenses 121,485 117,154 238,639 5,673 244,312

  Operating income ¥8,258 ¥9,217¥ 17,475 ¥(7,804) ¥9,671

 II. Identifiable assets ¥75,920 ¥62,435 ¥138,355 ¥31,198 ¥169,553

 Depreciation expense 5,119 3,435 8,554 62 8,616

 Capital expenditures 6,355 4,357 10,712 66 10,778

Consolidated

Elimination
and/or

corporateTotal

Millions of yen

Information
and communication
equipment business

Audio products
business

2005

 I. Sales and operating income

   Net sales:

   Outside customers ¥122,964 ¥99,815 ¥222,779 ¥— ¥222,779

   Inter-segment 1,567 438 2,005 (2,005)    — 

    Total 124,531 100,253 224,784 (2,005) 222,779

  Costs and expenses 111,720 92,856 204,576 8,055 212,631

  Operating income ¥12,811 ¥7,397 ¥20,208 ¥(10,060) ¥10,148

 II. Identifiable assets ¥72,734 ¥52,469 ¥125,203 ¥31,304 ¥156,507

 Depreciation expense 4,574 2,686 7,260 72 7,332

 Capital expenditures 5,992 4,407 10,399 3 10,402

Elimination
and/or

corporateTotal

Millions of yen

Information
and communication
equipment business

Audio products
business Consolidated
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2007

 I. Sales and operating income

   Net sales:

   Outside customers $1,095,612 $1,149,665 $2,245,277 $ —  $2,245,277

   Inter-segment 6,387 3,313 9,700 (9,700)    — 

    Total 1,101,999 1,152,978 2,254,977 (9,700) 2,245,277

  Costs and expenses 1,017,620 1,077,950 2,095,570 64,065 2,159,635

  Operating income $84,379 $75,028 $159,407 $(73,765) $85,642

 II. Identifiable assets $662,719 $590,979 $1,253,698 $281,118 $1,534,816

 Depreciation expense 46,353 32,182 78,535 465 79,000

 Capital expenditures 61,982 44,922 106,904 — 106,904

Consolidated

Elimination
and/or

corporateTotal

Thousands of U.S. dollars

Information
and communication
equipment business

Audio products
business

Note: DVD audio products were reported in Information and communication equipment business in the year ended March 31, 2006. From the year 

ended March 31, 2007 DVD audio products were classified as Audio products business. For comparative purposes, the business segment for the 

year ended March 31, 2006 has been restated according to the current products classification.

   Geographic area information with respect to net sales, costs and expenses, operating income, and identifiable assets for the years ended March 

31, 2007, 2006 and 2005 were as follows:

2007

 I. Sales and operating income

   Net sales:

   Outside customers ¥47,778 ¥99,330 ¥103,520 ¥12,963 ¥1,464 ¥265,055 ¥ —  ¥265,055

   Inter-segment 154,896 1,760 31,704 46,575 2 234,937 (234,937) —

    Total 202,674 101,090 135,224 59,538 1,466 499,992 (234,937) 265,055

  Costs and expenses 190,821 97,726 134,051 56,603 1,430 480,631 (225,686) 254,945

  Operating income ¥11,853 ¥3,364 ¥1,173 ¥2,935 ¥36 ¥19,361 ¥(9,251) ¥10,110

 II. Identifiable assets ¥103,724 ¥33,689 ¥41,715 ¥30,416 ¥518 ¥210,062 ¥(28,877) ¥181,185

ConsolidatedTotalAsia

Millions of yen

EuropeNorth AmericaJapan Other areas
Elimination

and/or corporate

2006

 I. Sales and operating income

   Net sales:

   Outside customers ¥48,628 ¥97,656 ¥99,457 ¥7,044 ¥1,198 ¥253,983 ¥ —  ¥253,983

   Inter-segment 147,878 1,769 25,427 42,704 3 217,781 (217,781) —

    Total 196,506 99,425 124,884 49,748 1,201 471,764 (217,781) 253,983

  Costs and expenses 185,855 96,775 122,758 48,411 1,212 455,011 (210,699) 244,312

  Operating income ¥10,651 ¥2,650 ¥2,126 ¥1,337 ¥(11) ¥16,753 ¥(7,082) ¥9,671

 II. Identifiable assets ¥100,690 ¥31,616 ¥39,131 ¥23,905 ¥442 ¥195,784 ¥(26,231) ¥169,553

ConsolidatedTotalAsia

Millions of yen

EuropeNorth AmericaJapan Other areas
Elimination

and/or corporate

2005

 I. Sales and operating income

   Net sales:

   Outside customers ¥52,182 ¥82,693 ¥83,625 ¥2,986 ¥1,293 ¥222,779 ¥ —  ¥222,779

   Inter-segment 130,633 1,332 26,053 30,894 4 188,916 (188,916)    — 

    Total 182,815 84,025 109,678 33,880 1,297 411,695 (188,916) 222,779

  Costs and expenses 167,296 82,080 107,700 33,376 1,275 391,727 (179,096) 212,631

  Operating income ¥15,519 ¥1,945 ¥1,978 ¥504 ¥22 ¥19,968 ¥(9,820) ¥10,148

 II. Identifiable assets ¥100,433 ¥29,551 ¥33,135 ¥17,509 ¥495 ¥181,123 ¥(24,616) ¥156,507

ConsolidatedTotalAsia

Millions of yen

EuropeNorth AmericaJapan Other areas
Elimination

and/or corporate
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2007

 I. Sales and operating income

   Net sales:

   Outside customers $404,727 $841,423 $876,917 $109,809 $12,401 $2,245,277 $ —  $2,245,277

   Inter-segment 1,312,122 14,909 268,564 394,536 17 1,990,148 (1,990,148) —

    Total 1,716,849 856,332 1,145,481 504,345 12,418 4,235,425 (1,990,148) 2,245,277

  Costs and expenses 1,616,442 827,836 1,135,544 479,483 12,113 4,071,418 (1,911,783) 2,159,635

  Operating income $100,407 $28,496 $9,937 $24,862 $305 $164,007 $(78,365) $85,642

 II. Identifiable assets $878,645 $285,379 $353,367 $257,653 $4,388 $1,779,432 $(244,616) $1,534,816

ConsolidatedTotalAsia

Thousands of U.S. dollars

EuropeNorth America Other areas
Elimination

and/or corporateJapan

Note: Business activities in Asia were reported in Other Areas in the fiscal year ended March 31, 2005. In the fiscal year ended March 31, 2006 and 

2007, sales in Asia exceeded 10% of the Company’s total net sales and accordingly were reported as a separate geographic classification. For 

comparative purposes, net sales for the fiscal year ended March 31, 2005 have been restated according to the current geographic classifications.

The overseas sales by geographic area in 2007, 2006 and 2005 were as follows:

2007

 I. Overseas sales  ¥98,249 ¥103,574 ¥26,556 ¥228,379

 II. Consolidated sales     265,055

 III. Ratio of overseas sales (%)  37.1% 39.1% 10.0% 86.2%

TotalOther areasEurope

Millions of yen

North America

2006

 I. Overseas sales  ¥96,230 ¥99,650 ¥19,401 ¥215,281

 II. Consolidated sales     253,983

 III. Ratio of overseas sales (%)  37.9% 39.2% 7.7% 84.8%

TotalOther areasEurope

Millions of yen

North America

2005

 I. Overseas sales  ¥81,427 ¥87,653 ¥11,748 ¥180,828

 II. Consolidated sales     222,779

 III. Ratio of overseas sales (%)  36.6% 39.3% 5.3% 81.2%

TotalOther areasEurope

Millions of yen

North America

2007

 I. Overseas sales  $832,266 $877,374 $224,956 $1,934,596

 II. Consolidated sales     2,245,277

 III. Ratio of overseas sales (%)  37.1% 39.1% 10.0% 86.2%

TotalOther areasEurope

Thousands of U.S. dollars

North America

Overseas sales consist of export sales by the Company and sales by the overseas consolidated subsidiaries except for their export sales to Japan.
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Independent Auditors’ Report

To the Board of Directors of ALPINE ELECTRONICS, INC.:

We have audited the accompanying consolidated balance sheets of ALPINE ELECTRONICS, INC. and consolidated subsidiaries as of 

March 31, 2007 and 2006, and the related consolidated statements of income for the years then ended March 31, 2007, 2006 and 2005, 

the consolidated statement of changes in net assets for the year ended March 31, 2007, the consolidated statement of stockholders’ equity 

for the year ended March 31, 2006 and 2005, and the consolidated statements of cash fl ows for the years ended March 31, 2007, 2006 

and 2005, expressed in Japanese yen. These consolidated fi nancial statements are the responsibility of the Company’s management. Our 

responsibility is to independently express an opinion on these consolidated fi nancial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require that we plan and 

perform the audit to obtain reasonable assurance about whether the fi nancial statements are free of material misstatement. An audit includes 

examining, on a test basis, evidence supporting the amounts and disclosures in the fi nancial statements. An audit also includes assessing 

the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement 

presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial 

position of ALPINE ELECTRONICS, INC. and subsidiaries as of March 31, 2007 and 2006, and the consolidated results of their operations 

and their cash fl ows for each of the three years in the period ended March 31, 2007, in conformity with accounting principles generally 

accepted in Japan.

Without qualifying our opinion, we draw attention to Note 15 of the consolidated financial statements. The Company reclassified the 

business segment of a part of products for the year ended March 31, 2007.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended March 31, 2007 are 

presented 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 1 to the consolidated fi nancial statements.

Tokyo, Japan

June 26, 2007














