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Profile
Half a century ago, Kenwood started its business with the production of components for communications equipment. Today,
its business field has expanded to include wireless radio equipment, telephones, and high-grade audio products for homes
and automobiles. Its operation stretches throughout the world to include not only Japan, the US, and Europe, but also Asia,
Africa, and Latin America. In recent years, however, the Company has struggled to offset the losses suffered in the home
audio and cellular phone businesses amidst prolonged economic slumps in Japan and Asia, coupled with the difficulty in
dealing with the unstable currencies exchange market. This predicament led to the announcement of Kenwood Revitalization
Action Plan, with which the Company undertakes the challenge of renewing itself, through a drastic reform of its business and
cost structures.
Furthermore, Kenwood has formulated a new corporate vision — "Creating Excitement through Impressive Surprise" and
redefined its brand image as "Innovative & Intelligent". With these guidelines, we are working hard to bring forward more
value-added products to yield profits in our car electronics, home electronics, and wireless radio businesses. We are going
forward to reach our goal of becoming the most prominent company in the world in the field of Mobile & Home Multimedia
Systems, utilizing our collective strength in audio and communications technologies.
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Notes on business outlook
Kenwood's business plans, strategies, beliefs, etc. expressed in this annual report also contain some business outlooks for the future that are not part of the historical
truth. Although Kenwood's management wish to present an accurate view based on all information available today, it is inevitable that business forecasts contain risks
and uncertainties. Actual business performance depends on various factors and may contradict with what has been predicted. Critical factors that may affect the
business outcome include, but are not limited to, the followings. •Economic surroundings and consumer spending in Japan and other major countries •Demand for
Kenwood's products and price reduction pressure arising from competition •Rapid technological development in a highly competitive market and availability of unique
and innovative products that appeal to consumers •Currency exchange rates (especially Japanese yen vs. US dollar and other currencies with which Kenwood carries out
a large portion of its business transactions)

Financial Highlights
Kenwood Corporation and Consolidated Subsidiaries
For the years ended March 31, 2002 and 2001
Thousands of
U.S. dollars＊

Millions of yen

2002

2001

2002

For the year:
Net sales
Net income (loss)

¥ 302,604 ¥ 303,356
(26,658)
(21,843)

$ 2,275,218
(200,436)

Per share data (in yen and U.S. dollars):
Net income (loss)
Cash dividends applicable to the year

¥ (160.02) ¥ (148.26)
−
−

$

At year-end:
Total assets
Total shareholders' equity

¥ 182,918 ¥ 208,415
1,485
(17,002)

$ 1,375,323
(127,835)

(1.20)
−

＊The U.S. dollar amounts in this report are provided for convenience only and have been converted at the rate of ¥133 to $1, the approximate rate of exchange in
effect at March 31, 2002.
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To Shareholders

The business environment for Kenwood continues to be
sluggish as the US economy, which has been the driving
force in the world economy, shows signs of regression
along with the prolonged slump in the domestic and
Asian economies. In the meantime, the Company has
worked diligently to strengthen itself through improved
profitability and cash flow management practices
consistent with the mid-term reconstruction plan
formulated in March 2001.
As a result, the Company successfully recorded an
operating income of 6.1 billion yen, compared to zero
profit in the previous year, while consolidated sales
remained almost level with that of the previous year, at
302.6 billion yen. Looking at performance in terms of
each business segment; the core businesses of car
electronics and wireless radio reported steady earnings.
The home electronics business continued to lose money,
while low profit margins in the cellular phone business
meant that, for all intents and purposes, money was also
lost in this business sector. In other areas, losses have
been trimmed as a result of the withdrawal from nonprofitable business areas such as GSM and CD-ROM.
Net cash from operating activities was 15.2 billion yen,
while net cash used in investing activities held at 8.0
billion yen. This resulted in a positive 7.2 billion yen free
cash flow — a dramatic turnaround from the previous
year's negative cash flow of 12.2 billion yen. Included in
this cash flow computation is 13.7 billion yen used to
repay the Company's borrowings and 12.7 billion yen
invested in dies and software development that are vital
to our current and future business.
Kenwood's current operating income and free cash
flow point to the Company's growing strength.
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However, under the new accounting rule, the Company
was forced to report an extraordinary loss of 27.9 billion
yen from the devaluation of investment securities, loss
on sale of investment securities, and disposition of
inventories and fixed assets. As a result, the Company
had fallen into a capital deficit of 17.0 billion yen as of
March 2002, which was taken very seriously. In June
2002, the entire executive management team was
replaced by a new management board. On July 11,
2002 the new management team formulated the
Kenwood Revitalization Action Plan that focuses on the
reform of the Company's business structure, and on
sweeping measures to augment the cost structure. A
public announcement of the plan was made and its
implementation has become the top priority. Historic in
nature, this plan includes: reconstruction of the home
electronics business to insure stand-alone profitability,
termination of the cellular phone business, liquidation of
other non-profitable businesses, decisive measures to
close and consolidate production facilities in and out of
Japan, laying off as many as one-third of the global
employee workforce, realignment of affiliated
companies, and urgent measures to cut down on
materials cost and expenses.
The measures in the action plan are being enforced
ahead of the original timetable and those concerning
Kenwood Corporation specifically, including downsizing,
were completed at the end of September. Through the
process, The Asahi Bank, Ltd., who has been a true
believer in the Company in an effort to rebuild the
manufacturing industry, has vowed to undertake a debtfor-equity swap amounting to 25 billion yen before the
end of 2002. At the same time, we were able to receive

further support from our investors and creditors in
finalizing special arrangements for a three-year
repayment. Also noteworthy was the fact that a third
party allotment totaling 2.1 billion yen were accepted by
our top shareholder, SPARX Asset Management Co.,
Ltd. who has shown continuing interest in Kenwood's
potential, and Merrill Lynch Investment Managers Co.,
Ltd. who is going to be a new shareholder. As a result of
this unprecedented simultaneous debt-for-equity swap
and capital increase, the Company's capital will expand
by 27 billion yen. This puts us in a position to erase the
negative net worth, which amounted to 17 billion yen in
the consolidated statement of March 2002, by the end of
this year. Taking this opportunity, we would like to
express our heartfelt gratitude for all concerned. On
behalf of everybody at Kenwood. We will make our best
effort to produce positive results and earn the confidence
of all shareholders at the earliest possible time.
In the process, Kenwood will strive to regain its
"intelligent & independent" brand image and rebuild its
presence as the world's leader in the Mobile & Home
Multimedia Systems — the most promising business
segment in the 21st century. Taking this opportunity, we
sincerely ask for your continued support to the Company.

Haruo Kawahara, President & CEO
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Message from the President
— Rebuilding Kenwood New Management Policies

Kenwood Revitalization Action Plan
Enhanced Corporate Governance
As the first step towards revitalization, Kenwood's Board of
Directors introduced on June 27, 2002 a new management
team comprised of executive officers. The new management
structure is designed to increase transparency, efficiency,
and compliance to global management standards and
promote confidence and understanding among
shareholders, creditors, and bankers. To be more specific,
the Company will invite community and business leaders,
with diverse values, to serve as outside board members and
make business decisions in open board meetings. On the
other hand, executive officers will focus on the management
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of respective business units, giving higher priorities to
stringent inventory control and cash flow management. In
order to support the sweeping changes for our bold reforms,
we have established the new Restructure Initiative Office. I
will head up this office with Mr. Ueda, one of the directors of
the board, working as the deputy. Under our new
management structure's leadership, we are determined to
take on the challenge of rebuilding the Company promptly
and effectively.
From Quantity to Quality — Reform of Business
Structure for Higher Profitability
Allow me to explain the details of the Restructure and

Revitalization Action Plan. At its core, the plan consists of:
(1) The reform of business structure; and
(2) Augmentation of the cost structure.
The most critical issue in reforming business structure is
the reconstruction of the home electronics business to
secure its profitability and independence. In recent years,
low-priced products have dominated the global home audio
industry and a "commoditization" of audio products has
ensued. These trends had driven Kenwood to shift its
product policy toward low end products and expand its
production. This strategy turned out to be the major
contributor to the Company's unprofitable position.
Therefore, the turnaround plan will focus on a shift to a
value-added product portfolio consistent with the
longstanding quality brand image associated with Kenwood,
and on drastic measures to reduce costs and reorganize the
business in a shift "from quantity to quality." In the
domestic market, Kenwood will withdraw from the low-end
market and introduce home-theater systems, which have
already gained popularity in America. Overseas, we will
withdraw from the Asian market and the mini-component
systems market, while initiating an all-out effort to promote
high-end products, such as home-theater systems, in
America and Europe.
Costs will be cut by halving selling expenses and by
reducing production costs. Selling expense reduction will
come from the consolidation of the seven European sales
companies into three, the streamlining of American sales
offices, the reduction of domestic sales offices by half, and
the introduction of the sales representative system.
Savings in production are planned through more effective
production controls and a 50% workforce reduction at the
three current manufacturing plants, as production shifts to
the Malaysian plant.
Through these activities, the home electronics business
will yield profits and regain its autonomy, even though its
sales amount is expected to shrink by half, by year-end
March 2004.
The Personal Digital Cellular phone business, on the other
hand, is becoming increasingly risky as the product life cycle
is getting shorter and the software development cost is
increasing. Kenwood's business relationship with only one
telecommunication company led the Company to lose its
entire business for the latter half of fiscal 2003, when its new

model proposal was turned down. Under these
circumstances, we have decided to terminate the cellular
phone business as of November 2002 and relocate
engineers to more promising business fields.
In other non-profitable business areas, the PHS (Personal
Handyphone System) business has been terminated in
March 2002, and the production of home telephones ended
in August 2002. In addition, two affiliated companies —
Kenwood Precision and Kenwood ID, that have been
manufacturing optical devices and wireless ID cards
respectively, have been liquidated. In a similar move,
Kenwood TMI, which has been marketing measuring
instruments, was sold to Nipponkeori Kaisha, LTD in
May 2002.
Solidifying the Cost Structure for Increased
Profitability
Next, I would like to explain our cost containment initiatives
— another point in the action plan.
First, we will lower production costs by reorganizing our
manufacturing network. Currently, production takes place at
nine different locations in and out of Japan. Our plan calls
for consolidating manufacturing to six locations after closing
three plants in Mexico, Hungary, and Huizhou City, China. At
the same time, plants in Yamagata, France, and Singapore
will be streamlined to enable a total manpower reduction of
1,900 employees (42%) engaged in manufacturing activities
throughout the world.
With this measure, Kenwood's car electronics production,
which currently takes place in Nagano, Mexico, Hungary,
and Malaysia, will be consolidated to three plants in Nagano,
Shanghai, and Malaysia. Likewise, the home electronics
production, which is taking place in Huizhou, Shanghai, and
Malaysia, will be consolidated to one plant in Malaysia.
Wireless radio products, currently produced in Yamagata
and Singapore, will move production to Yamagata and
Bintang Island, Indonesia.
We will also rationalize our sales network to capture
significant savings in marketing expenses. Kenwood will
shift its overseas sales activities to the car electronics and
wireless radio products, while the sale of home electronics
products will be limited to America and three major markets
in Europe. Domestically, the number of sales offices for
home electronics will be also reduced by half, with a
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As part of the Restructure and Revitalization
Plan, the head office was moved to Hachioji in
May 2002. A considerable reduction in fixed
costs is expected by the move.

Home theater products are gaining popularity
in the European and American markets. Our
sights are now set on the Japanese market.

Malaysia will be the future production center
for car and home electronics products.
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reduction in manpower to one third. Furthermore, the overall
sales organization, including affiliated sales companies, will
be scrutinized to establish a new marketing organization
geared to the car electronics and wireless radio products.
In addition to the reorganization and closure of
manufacturing facilities and sales offices, the head office and
domestic affiliates will also be reorganized and trimmed to
enable a manpower reduction of 3,000 employees.
The reduction amounts to approximately 35% of total
manpower (8,820 at the end of fiscal 2002) on a
consolidated basis. For Kenwood Japan alone, 642
employees, approximately 27% of current manpower, were
reduced by the end of September 2002, by taking various
measures including a voluntary retirement program.
As for our seventeen affiliated companies that had 1,028
employees as of March 2002, we plan to trim their number
and size to eleven companies with 648 total employees. As
described earlier, Kenwood Precision and Kenwood ID have
been liquidated and Kenwood TMI has been sold. Further
reorganizations will take place, including the planned
integration of Kenwood Business and Kenwood Laboratory
into Kenwood Administration.
Also in progress are critical cost containment initiatives
that began in July 2002 to reduce materials cost and
business expenses throughout Kenwood's global
operations. This action is aimed at reducing raw materials
and component costs at all overseas plants by 10%,
expenses at the head office and domestic affiliates by 20%,
and sales costs at all overseas sales companies by10%.
One Time Loss and Expected Results
The Company expects to report a one time loss of 12.8
billion yen for the term ending in March 2003, due to various
measures prescribed in the action plan, among which is the
termination of the cellular phone business, the
reorganization of overseas plants, and the manpower
reduction in Japan. All of these contribute to a one time
major financial impact. However, 10.0 billion yen of the said
loss has already been reserved as a loss on buisiness
restructuring in the financial statements for the fiscal yearend March 2002, and the net loss for the new term will be
2.8 billion yen. Since the one time loss for the year was
originally estimated at 11.6 billion yen, of which 10.0 billion
yen was reserved in March 2002, the actual loss will be in

line with the original plan. The expected effects of the
action plan include an annual savings of 21.4 billion yen on
fixed expenses, or approximately one quarter of the 87.0
billion yen in fixed expenses spent the previous year. In
addition, the Company will avoid at least 5.0 billion yen or
more in losses by March 2003 over the previous year by
having divested the cellular phone business. When a 9.0
billion yen profit and loss improvement from the home
electronics business reform is added, the projected
improvement in operating income for March 2003 will reach
14.0 billion yen.
Every measure in the action plan will be completed by
December 2002, three months earlier than originally planned.
Since the plan's announcement in July 2002, the entire
company has been focused on implementing the necessary
reforms.
Erasure of Negative Net Worth by the End of December
2002 to Prepare for Rebuilding
... Simultaneous Debt-for-equity Swap and Allocation
of New Stock to Third Parties, Unprecedented in Japan
During the process of making the Kenwood Revitalization
Action Plan, the goal was set to complete the rebuilding
process and erase the negative net worth by year-end March
2004. However, The Asahi Bank, Ltd., our long-time lender
and a supporter of our rebuilding effort, has agreed on a
debt-for-equity swap through an issuing of preference stocks
within this year. Furthermore, the bank has committed new
loans with a credit line of 20.0 billion yen. Thanks to these
arrangements, the negative net worth of 17.0 billion yen is
expected to disappear within 2002. Other bankers, with
whom Kenwood has accounts, were also generous enough
to agree on a special arrangement to repay debts in three
years. In addition, a new capital fund amounting to 2.1
billion yen was provided by an allocation of new stock to
SPARX Asset Management, our largest shareholder and a
group that has exhibited an extensive understanding and
support for our business, and Merrill Lynch Investment
Managers, who will be our new shareholder. The fund will be
used to enhance the Company's R&D activities,
manufacturing facilities, and infrastructure for effective
consolidated management, and to lay the foundation for
future success. This unprecedented simultaneous debt-for-
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-equity swap and capital increase will signal the take-off
towards rebuilding our business.
From a cash flow point of view, the balance of interestbearing liabilities is expected to drop, even though some
cash expenditures should be associated with the
restructuring efforts in the coming year. For fiscal 2004 and
onward, no restructuring expenses are planned and the
Company is expected to regain its strength early.
Kenwood's NEW VISION and Future Prospect
I believe the above statement removes any doubt about
Kenwood's business integrity and the company's
commitment to a healthy financial position without negative
net worth. From this point on, I would like to explain the
company's medium and long-term strategy.
Offering Fresh Surprises and Excitement
In the process of establishing our new management
policies, we held honest and open discussions with
individuals from within and outside the company that
resulted in our new corporate vision — Kenwood should
"Creating Excitement through Impressive Surprise"
Consistent with this vision, we believe the company's
success depends on the creation of new products and
services that pluck at people's heartstrings.
We have also commissioned a special task force to
conduct studies and facilitate discussions aimed at
redefining Kenwood's brand image; "Creative and
Intellectual" are the words. This idea is consistent with the
image held by many of the customers I have met since my
appointment.
Furthermore, "Mobile & Home Multimedia Systems" has
been targeted as the primary business opportunity, since we
believe this area holds the most promise early in the 21st
century. The use of the word "Systems" reflects our
philosophy that audio components and car navigation
systems would increase in value if they could be used as
integral parts of larger systems. I would like to remind
everyone of Kenwood's technological leadership in radio
communications technology much needed for establishing
connections between mobile and home electronics products.
This core competency separates Kenwood from general
audio manufacturers. By utilizing such expertise, the
company hopes to establish its presence in the global market.

08 KENWOOD Corporation

Annual Report 2002

The following sections describe the latest industry trends
and our strategy for each business segment.
Car Electronics
Focus on Mobile Multimedia and Expand the OEM
Business
The car electronics business, the staple for Kenwood,
consists of two separate markets: the consumer market,
which must be approached through automotive accessories
shops and electronics retail chains; and the OEM market, in
which products are supplied to automobile companies and
parts manufacturers for pre-installation. The size of the
consumer market is currently estimated at a little less than one
trillion yen. The market forecast is that it will remain strong,
although further growth is not expected. In this market, car
audio is showing signs of a decline, while the demand for
visual products — TVs, DVDs, and navigation systems — is
expanding. It is expected that further new media will be
introduced in the market. On the other hand, the OEM market
is expanding due to increased use of modular components
and the introduction of IT devices. As a result, this market is
expected to grow to 1.2 trillion yen by 2006, from a current
market size of slightly over one trillion yen.
Among the 122.8 billion yen sales in Kenwood's car
electronics business, reported in fiscal 2002, nearly 90%
comes from the consumer market. To achieve more
balanced growth, the company aggressively expanded its
OEM business in recent years, by initiating systems sales to
major luxury car manufacturers throughout the world,
through collaborations with Tier 1 suppliers, and by also
turning itself into a Tier 1 supplier to domestic automobile
builders. We are targeting to have a 25% share of the OEM
business by fiscal year 2006.
Our future strategy in the car electronics field is to focus
on mobile multimedia. From its roots as a traditional pure
audio manufacturer, Kenwood has evolved into a supplier of
AVN (Audio / Visual / Navigation) products. These include
both DVD and hard disk drive navigation systems. We view
this segment as a source for steady future income.
Kenwood has already introduced a system called the
Kenwood Music Keg in the USA. This is a music server
system with a removable hard disk cartridge that connects
to home PC systems. It enables the user to edit and store
music from CDs and the Internet, and to enjoy music in

various situations by connecting it to a PC, or a car audio
system. Further enhancements to this system are planned
— including, among other innovations, a wireless connection
between home and car.
We also expect that current navigation systems will
provide the platform for new mobile multimedia services,
such as telematics. A typical example is the ITCS (Intelligent
Traffic Control System) that provides detailed, real-time traffic
information to the driver based on the information provided
by the GPS and local base stations. Currently, Kenwood is
working hard to strengthen its ties with various automobile
manufacturers who are serious about introducing the ITCS.
Home Electronics
A Shift Towards Home Multimedia (Home Theaters and
Networked Audio)
Turning our attention to prospects and strategies for home
electronics, we can categorize current home audio
equipment into four classes: 1) traditional Hi-Fi component
systems, 2) all-in-one radio cassette players and minicomponent systems, 3) home theaters; and 4) networked
audio devices. While Kenwood offers products in all four
categories, the Company's recent strategy to pursue a high
market share in the low-priced, all-in-one audio market (in
addition to the component systems market that had been
Kenwood's traditional stronghold) has undermined the
company's profitability.
For this reason, we will shift our business into more
promising and more profitable areas, such as home theaters
and networked audio devices. The Company will focus on
the home theater systems market, which is expanding at a
remarkable rate due to increased availability of DVD titles.
Building on its experiences and expertise from the US
market, the company will develop new, competitive products
targeted for the European and Japanese markets.
Meanwhile, we will not overlook the traditional component
systems market where demand remains steady. Kenwood is
planning to revive consumer interest for this product
category by releasing a new model that adds a classic wood
texture finish to the popular Avino series.
The keyword for the future home electronics business is,
as you might have guessed, "home multimedia."
It symbolizes a new entertainment environment in which audio,
video, text, the Internet, and other media are all integrated
KENWOOD Corporation Annual Report 2002
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The Music KEG, a forerunner in the field of
Mobile & Home Multimedia Systems, is now
on sale in the US market.

The “Entre” is a music server for a hometheater system. A true home multimedia
system is now available in the US.

The wireless radio business is a stable source
of income for Kenwood. The commercial
radio products, holding a significant share of
the world’s market, spearhead the Company’s
revitalization efforts.
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into a single system. Needless to say, home theaters and
networked audio devices are examples of such systems. In
2001, Kenwood became the first supplier in the industry to
offer a full lineup of MP3 networked audio devices from
"Avino" and "Avenue" component audio systems, to portable
devices such as NetMD and CD players with MP3 decoder.
Although the market for networked audio devices is still in
its infancy, Kenwood is planning to develop mobile & home
multimedia products of the future, eyeing possible integration
with car electronics and communications technology as
evidenced in the development of the Kenwood Music Keg
described earlier.
Wireless Radio
Kenwood Brand allows expansion of the LMR Business
Finally, let me explain the future of the wireless radio
business — another strong performer for Kenwood.
The strongest product supporting this business segment
is a commercial radio communication system called LMR
(Land Mobile Radio).
LMR is most commonly used for public safety, by fire and
police departments and emergency medics, throughout the
world. Its popularity is also expanding in the general area of
business and industry. At the moment, Motorola and
Kenwood are the only suppliers of commercial radio systems
of this kind. For this reason, steady demand in the
commercial market guarantees stable sales for the company
even though drastic market expansion is not likely. We will
further solidify the LMR business through aggressive
introduction to businesses and industries, expansion of
market share in the public sector by introducing digital signal
processing, and expansion of system components for
building data terminals and communicating with the GPS.
In order to establish a positive global brand image,
Kenwood has been supplying radio communications
systems to the McLaren Formula One racing team since
1993. Kenwood's radio systems have been proven to offer
stable performance under the severe conditions of the
ultimate motor racing and have earned an unshakable faith
from the team. Following McLaren's lead, many Formula
One racing teams have recently adopted our radio systems.
This demonstrates Kenwood's premier status in the world of
radio communications.

Paving the Road to Reform
I have introduced Kenwood's strategy and future prospects
in each of car electronics, home electronics, and wireless
radio businesses. I am truly happy that we will be free from
the financial constraints brought on by the negative net
worth before the end of 2002, and be able to focus attention
on making our vision a reality.
In closing my message, I would like to share with you
something I learned in my professional career. I spent forty
years at Toshiba Corporation dealing with computers and
making corporate strategies. After that, I worked as a senior
advisor to Ripplewood Japan, an investment bank owned by
an American firm, for the past two years. Through my
service at Ripplewood, I was involved in reorganization of the
audio industry: the purchase of Nippon Columbia from
Hitachi, Ltd.; the spin-off of an audio manufacturer named
Denon, Ltd., from Nippon Columbia; and the consolidation
of Denon and Marantz Japan, which is a company listed in
the Second Section of the Tokyo Stock Exchange Market.
Through these experiences, I gained the belief that in a
mature industry like the audio industry, once a company has
survived the industry restructuring, that company will enjoy a
very attractive market position. The fact that the market in a
mature industry will show only modest growth will serve as a
disincentive to potential newcomers. As such, business can
be very stable and rewarding for the surviving companies
following the industry rebuilding process. In this regard,
Kenwood has a strategic advantage for it has core
technologies in the audio and communications industry and
a brand image as being a trendsetter.
I sincerely hope that everybody believes in Kenwood's
reform and future potential, and extends their continued
support.
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The Japanese economy during the term ended March 2002
went from bad to worse with falling stock prices, inactive
consumer spending, restrained growth in private investment,
and low exports. Overseas, although the U.S. economy is
showing some signs of recovery, the overall outlook is not
bright as Europe and Asia remain stagnant. Under these
circumstances, the electronics industry continued to suffer from
yet intensified price competition.

Looking at the performance by business segment, the audio
business suffered a decrease of 5.8% from the previous year, to
218.4 billion yen. Despite strong export sales for car audio
products, home audio struggled both in and out of Japan and
there was reduced domestic demand for car audio. Meanwhile,
the communications business increased its sales by 17.6% to
84.2 billion yen, thanks to expanded sales for PDC phones in
the Japanese market and commercial radio elsewhere.

Consolidated Performance
Sales
During the year ended March 2002, domestic sales for home
audio and car audio products dropped, due mainly to falling unit
prices and the stagnant economy. The termination of some
export models in home audio also led to reduced sales
overseas. On the other hand, strong performances were
delivered by Personal Digital Cellular phones in the Japanese
market and by car audio products overseas. As a result,
Kenwood as a group saw only a 0.2% reduction in sales, which
overall amounted to 302.6 billion yen.
Looking at sales by region, 127.4 billion yen (a decrease of
3.4% from the previous year) was earned in Japan, while
overseas sales amounted to 175.2 billion yen (an increase of
2.2%). 42.1% (43.5% the previous year) of total sales came
from the domestic market and 57.9% (56.5% the previous year)
from overseas.

Expenses and Earnings
The cost to sales ratio has been improved from the previous
year’s 77.8% mark to 76.5% as a result of continued efforts
throughout the Company for cutting down on expenses and
reducing production costs. Cost of sales was down to 231.5
billion yen (235.9 billion yen for the previous year), gross profit
increased to 71.1 billion yen (67.4 billion yen the previous year),
selling, general and administrative expenses dropped 3.6% to
65.0 billion yen, and operating income improved significantly to
6.1 billion yen (zero income for the previous year).
However, as much as 30.6 billion yen can be found in the
statement for “other expenses”, as compared to 18.0 billion yen
the previous year. This includes devaluation of investment
securities due to low stock prices, a significant revaluation of
inventories in an effort to get ready for an unstable economy,
and a provision for loss on business restructuring of 10.0 billion
yen, set aside for implementation of the Kenwood New
Restructuring Plan. Consequently, the Company reported a
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loss of 24.5 billion yen (a loss of 18.0 billion yen the previous
year) before tax, which translates to a loss of 26.7 billion yen (a
loss of 21.8 billion yen the previous year) after tax. Loss per
share was 160.02 yen (a loss of 148.26 yen per share for the
previous year).

Performance by Business Segment
Audio Equipment
Sales of audio equipment in the year ended March 2002
dropped by 5.8% from the previous year to 218.4 billion yen as
the economy continued to be stagnant and market prices
continued to fall. In the home electronics business, it is getting
more and more difficult to turn a profit since the price
competition for micro-component systems and radio-cassette
players is still intense. For this reason, Kenwood is making a
dramatic change in its product line, focusing on more premium,
value-added products. In the car electronics business,
improved performance was posted, thanks to rapid introduction
of value-added products such as DVD recorder/players and
MP3 audio products, including Hard Drive-based products.
Home Electronics
Sales for home electronics products in the year ended March
2002 fell sharply by 19.0% to 82.7 billion yen, and operating
income by 22.6% to negative 7.3 billion yen. Intense price
competition in Japan and Asia, coupled with the fact that

Audio Equipment
Sales

72.2%

Kenwood relied heavily on low-end micro-component systems
and radio-cassette players, contributedled to the loss. To cope
with this problem, the Company has already introduced during
the year a DVD recorder/player and a network audio system for
the domestic market. It plans to further shift its business to
high-end products by withdrawing from the low-end market
and introducing more new products such as home-theater
systems. In addition, DVD recorder/players and home-theater
systems will be introduced in Europe and America, retreating
from the Asian market, for improved profitability.
Car Electronics
While sales of car electronics products in the year ended March
2002 remained almost the same — up by 1.9% to 122.8 billion
yen, operating income increased by 27.7% to 5.7 billion yen. In
the domestic market, strong performances were exhibited by
the DVD player built-in audio system, which was introduced at
the end of the previous year (February 2001) and became the
forerunner to the Mobile Multimedia era, and the CD receiver
with WMA compatibility, in addition to MP3, that was
introduced in January 2002. In the car navigation category,
Kenwood is active in developing new HDD based navigation
systems and has become the second manufacturer to
introduce such a system in September 2002. Meanwhile in the
European and American markets, the DVD player built-in audio
system introduced in January 2001 and the DVD navigation
system introduced in July 2001 are both performing well. In
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category. Also effective was the fact that one of the three
models was a new concept model called a “Simple Phone,”
having fewer features but very easy to use. In the home
telephone category, the market is currently divided between
conventional cordless telephones with an answering machine,
and L-mode telephones with Internet connectivity. Kenwood
concentrated its power in the manufacture and sale of lowpriced conventional telephones and had a good turnover.
However, in consideration of the market maturity and increasing
risk in product development, the Company plans to terminate
the cellular phone and home telephone businesses by the fiscal
year ending March 2003.

addition, the Company is aggressively expanding its OEM
business in and out of Japan, both in terms of the number of
customers and the number of products.
Communications Equipment
Sales of communications equipment for the term under review
were up by 17.6% and amounted to 84.2 billion yen. Although
cellular phone and home telephone performance improved over
the previous term thanks largely to three new cellular phones,
these businesses will be terminated at the end of March 2003
because of dwindling profits and increasing risk in the
development of new models. In the meantime, Kenwood will
further augment its efforts to increase market share for wireless
radio products, of which sales and profitability are both stable,
by aggressively introducing new products in Europe, China,
Japan and other Asian markets, in addition to land mobile radio
(LMR) products that are performing well in the US.

Wireless Radio
During the year ended March 2002, sales of wireless radio
products increased by 6.4% from the previous year to 38.9
billion yen, and operating income by 35% to 7.6 billion yen.
The major force in this product category is land mobile radio
(LMR) sold in the US, Europe, and Asia (including Japan).
Currently, Kenwood is putting more emphasis on systems
integration, such as equipment used at base stations, building
on its foothold established by the sale of mobile terminals.
During this fiscal year, a new compact LMR was introduced in
the European market and contributed to the increased sales. In
China and other Asian countries, the Company succeeded in
expanding its market by the introduction of a low-cost mobile
transceiver for truck and taxi drivers. In Japan, it is successfully

Cellular Phones and Home Telephones
Sales of cellular phones and home telephones for the year
ended March 2002 increased by 29.2% to 45.3 billion yen and
recorded an operating income of 0.5 billion yen, an
improvement of 2.4 billion yen from the previous year. The new
product development system for cellular phones, the
establishment of which had been one of Kenwood’s priorities
the past few years, resulted in three new PDC phones during
the year and this produced record sales in this product

Communications Equipment
Sales

27.8%
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Cash flows from operating activities improved 22.6 billion yen
compared to the previous year and the Company reported an
income of 15.2 billion yen, thanks to reductions in accounts
receivable and inventories. Cash flows from investing activities
ended up in net spending of 8.0 billion yen, 3.2 billion yen more
than the previous year, as proceeds from the sale of investment
securities were canceled out by the purchase of tangible fixed
assets and software. Meanwhile, despite money being raised
by issuing new stock, the repayment of long-term borrowings
resulted in net spending of 6.8 billion yen in financing activities,
compared to 12.7 billion yen gained in the previous year.

reacting to the market demand for smaller and lighter terminals
with a compact mobile terminal (for vehicles) with a built-in DC
converter and a lithium-ion battery operated handy terminal.

Financial Position
Assets and Liabilities
At the end of March 2002, total assets of the Kenwood Group
amounted to 182.9 billion yen, down 12.2% from the previous
year. Current assets decreased by 10.8% to 132.2 billion yen,
mainly due to the efforts spent throughout the Company in
reducing inventories. Fixed assets decreased by 3.1% to 32.7
billion yen and investments and other assets decreased 32% to
18.0 billion yen, due mainly to the selling and revaluation of
investment securities.
Despite accounts payable being reduced, current liabilities were
up by 3.2% and amounted to 168.9 billion yen as a result of
setting off 10.0 billion yen for the provision for loss on business
restructuring as explained earlier. A reduction in long-term
borrowings led to a 28.5% reduction in long-term liabilities to
30.6 billion yen, while added reserve was made for employees’
retirement allowances.

Capital Expenditure
Total capital expenditure for the term ended March 2002
decreased by 10.3% from the previous year to 12.4 billion yen.
The majority was spent in purchases of tools and dies for new
products.
Financial Indicators
The deficit in working capital at the end of the financial year was
36.6 billion yen. The current ratio was 78.3% (90.6% for the
previous year). The shareholders’ equity ratio was negative
9.3% (0.7% for the previous year) and the asset turnover rate
was 1.65 times (1.46 for the previous year).

Cash Flows
Cash and cash equivalents outstanding at the end of the term
under review were 21.7 billion yen, an increase of 0.8 billion
from the previous year.
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Consolidated Balance Sheets
Kenwood Corporation and Consolidated Subsidiaries
As of March 31, 2002 and 2001
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Consolidated Statements of Operations
Kenwood Corporation and Consolidated Subsidiaries
For the Years ended March 31, 2002, 2001, and 2000
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Consolidated Statements of Shareholders' Equity (Capital Deficiency)
Kenwood Corporation and Consolidated Subsidiaries
For the Years ended March 31, 2002, 2001, and 2000
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Consolidated Statements of Cash Flows
Kenwood Corporation and Consolidated Subsidiaries
For the Years ended March 31, 2002, 2001, and 2000
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KENWOOD Corporation Annual Report 2002

21

Notes to the Consolidated Financial Statements
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The Kenwood Group

Consolidated Subsidiaries
NORTH AMERICA
●Kenwood U.S.A. Corporation

California Headquarters
2201 East Dominguez street., P.O. Box 22745,
Long Beach, CA 90801-5745, U.S.A.
Phone: 1(310)639-9000
Fax: 1(310)604-4488,4487

●

Communications Division
Divison Headquarters
3975 Johns Creek Court, Suwanee, GA 300241265 U.S.A.
Phone: 1(678) 474-4700
Fax: 1(678) 474-4730

●

Order Administration / Customer Support /
Distribution
2201 East Dominguez street., P.O. Box 22745,
Long Beach, CA 90801-5745 U.S.A.
Phone: 1(310) 639-9000
Fax: 1(310) 604-4488, 4487

●

●Kenwood Electronics Belgium N.V.

●Kenwood Corporation India Liaison Office

Leuvensesteenweg 248 J B-1800 Vilvoorde
Belgium
Phone: 32(2)757-9060
Fax: 32(2)757-9140

B-112, Chittranjan Park, New Delhi-110 019,
India
Phone: 91(98)100-97735
Fax: 91(11)467-2698

●Kenwood Electronics U.K. Ltd.

●Kenwood Electronics (Hong Kong) Ltd.

Kenwood House, Dwight Road, Watford, Herts,
WD18 9EB, United Kingdom
Phone: 44(1923)816444
Fax: 44(1923)819131

Unit 3712-3724, Level 37, Tower One Metroplaza,
223 Hing Fong Road, Kwai Fong, N.T.,
Hong Kong
Phone: 852(2410)4567
Fax: 852(2424)2174

●Kenwood Electronics Deutschland Gmbh

Rembrucker-Str. 15, 63150 Heusenstamm,
Germany
Phone: 49(6104)69010
Fax: 49(6104)63975
Telex: 41-410194 KENSA D
13, Boulevard Ney, 75018 Paris, France
Phone: 33(1)44721616
Fax: 33(1)44721640
Telex: 42-212629 TRIOKEN F
●Kenwood Electronics Italia S.P.A.

Via G. Sirtori 7/9, 20129 Milano, Italy
Phone: 39(02)20482l
Fax: 39(02)29516281
●Kenwood Iberica S.A.

●Kenwood Technologies (U.S.A.), Inc.

1701 Junction Court, Suite 100, San Jose CA
95112, U.S.A.
Phone: 1(408)467-7900
Fax: 1(408)451-1150

Bolivia, 239-08020 Barcelona, Spain
Phone: 34(93)507-5252
Fax: 34(93)266-0235

●Kenwood Electronics Precision (H.K.) Ltd.

Unit 716-717, Level7, Grand Central Plaza
Tower2, 138 Shatin Rural Committee Rd,
Shatin, Hong Kong
Phone: 852(2696)4401
Fax: 852(2696)4404
●Kenwood Logistics (H.K.) Ltd.

Room 816, 8th Floor, Lippo Sun Plaza,
No.28 Canton Road, Tsim Sha Tsui,
Kowloon, Hong Kong
Phone: 852(2375)1988
Fax: 852(2375)3708
●Kenwood Corporation Beijing Liaison Office

PACIFIC / ASIA
●Kenwood Electronics Australia Pty. Ltd

●Kenwood Electronics Canada Inc.

Room 816, 8th Floor, Lippo Sun Plaza,
No.28 Canton Road, Tsim Sha Tsui,
Kowloon, Hong Kong
Phone: 852(2375)1988
Fax: 852(2375)3708

●Kenwood Electronics France S.A.

●Kenwood Americas Manufacturing Corporation

2201 E. Dominguez Street,
P.O. Box 22745, Long Beach,
CA 90801-5745, U.S.A.
Phone: 1(310)639-9000
Fax: 1(310)604-4488

●Kenwood Electronics Technologies (H.K.) Ltd.

6070 Kestrel Road, Mississauga, Ontario,
Canada L5T 1S8
Phone: 1(905)670-7211
Fax: 1(905)670-7248

(Incorporated In NSW)
16 Giffnock Avenue, Centrecourt Estate, North
Ryde, NSW 2113
Phone: 61(2)9746-1888
Fax: 61(2)9746-1509

CENTRAL / SOUTH AMERICA

●Customer Service in Australia

●Kenwood Electronics Latin America S.A.

Phone: 61(2)9746-2830
Fax: 61(2)9746-1783

Room 1505, Beijing Fortune Building,
5 Dong Sanhuan Beilu Chaoyang District,
Beijing, The People's Republic of China
Postal Code 100004
Phone: 86(10)6590-8280
Fax: 86(10)6590-8283
●Kenwood Corporation Shanghai Liaison Office

P.O.Box 55-2791 Paitilla Plaza Credicorp Bank
Panama Piso #9, oficina #901 Calle 50,
Panama, Rep. De Panama
Phone: 507(210)1088
Fax: 507(210)1087
●Kenwood Electronics Technologies (Mexico) S.A.

Tomas Becket 2200,
Parque Industrial Fernandez,
Ciudad Juarez, Chihuahua, Mexico
Phone: 52(16)10-5645
Fax: 52(16)30-0079

●Kenwood Electronics Singapore Pte. Ltd.

No.1 Genting Lane, #07-00, Kenwood Building,
Singapore 349544
Phone: 65(6741)3336
Fax: 65(6741)3633
●Kenwood Logistics (S) Pte. Ltd.

No.1 Ang Mo Kio Street 63, Singapore 569110
Phone: 65(481)3812
Fax: 65(481)2217

●Kenwood Electronics (Mexico), S.A. de c.v.

●Kenwood Electronics Malaysia Sdn Bhd

Parque Industrial Fernandez Tomas
Becket #2220 Cd. Juarez Chihuahua, Mexico
Phone: 52(16)10-5645
Fax: 52(16)30-0079

#4.01 Level 4 Wisma Academy, Lot 4A Jalan
19/1, 46300 Petaling Jaya, Selangor, Darul
Ehsan, Malaysia
Phone: 60(3)-79588333
Fax: 60(3)-79541233

●Kenwood Electronics Brasil Ltda.

Alameda Ministro Rocha Azevedo No.456
Edificio Jau,
´ 10o
´Andar Cerqueira Cesar,
´ Cep
01410-001 Sao
˜ Paulo, SP, Brasil
Phone: 55(11)3063-2180
Fax: 55(11)3063-2181

Suite 3.5A, Level3, Menara Pelangi,
Jalan Kuning, Taman Pelangi 80400
Johor Bahru, Johor Malaysia
Phone: 60(7)335-8660~8661
Fax: 60(7)335-8553

●Kenwood Electronics Europe B.V.

●Kenwood Logistics (M) Sdn Bhd

Amsterdamseweg 37, 1422 AC Uithoorn, The
Netherlands
Phone: 31 (0297)-519900
Fax :31 (0297)-519990

7 Jalan Tahana, Kawasan Perindustrian Tampoi
80350, Johor Bahru, Malaysia
Phone: 607(239)1401
Fax: 607(237)5948

Annual Report 2002

●Kenwood Electronics International Trading (Shanghai) Co., Ltd.

24A Majesty Building, 138 Pudong Avenue,
Shanghai, The People's Republic of China
Postal Code 200120
Phone: 86(21)5882-8701 / 86(21)5882-5654
Fax: 86(21)5882-8711
●Kenwood Corporation Guangzhou Liaison Office

Room 1509,15F Citicplaza 233
Tianhe N.Road,Guangzhou, The People's
Republic of China Postal Code 510610
Phone: 86(20)38770091
Fax: 86(20)87520325

MIDDLE EAST / AFRICA
●Kenwood Electronics Gulf Fze

●Kenwood Electronics Precision (M) Sdn Bhd

EUROPE
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24A Majesty Building, 138 Pudong Avenue,
Shanghai, The People's Republic of China
Postal Code 200120
Phone: 86(21)5882-8701
Fax: 86(21)5882-8711

P.O.Box 61318, Jebel Ali, Dubai U.A.E.
Phone: 971(4)8837400
Fax: 971(4)8837255

JAPAN
●Kenwood Yamagata Corporation

15-80, Takarada 1-chome, Tsuruoka-shi,
Yamagata, 997-0011, Japan
Phone: 81(235)24-4811
Fax: 81(235)24-7495

Corporate Data

●Kenwood Devices Corporation

●Shanghai Kenwood Electronics Co., Ltd.

Established

1-16-2, Hakusan, Midori-ku, Yokohama-shi,
Kanagawa, 226-8525, Japan
Phone: 81(45)934-0503
Fax: 81(45)934-1325

No.60 Rongle East Road, Songjiang Shanghai
The People's Republic of China Postal Code
201613
Phone: 86(21)5783-1988
Fax: 86(21)5783-1822
Receives ISO 9002 Certification

December 21, 1946

●Kenwood Nagano Corporation

2676-1, Nishi-minowa, Ina-shi, Nagano, 3994501, Japan
Phone: 81(265)76-4111
Fax: 81(265)76-4113

●Kenwood Precision Corporation

21-5, Ogawahigashi 1-chome, Akiruno-shi,
Tokyo, 197-0822, Japan
Phone: 81(42) 559-6111
Fax: 81(42) 532-7015
●Kenwood Service Corporation

2-8-21, Hironodai, Zama-shi, Kanagawa, 2280012, Japan
Phone: 81(462)56-9781
Fax: 81(462)56-9062
●Kenwood Logistics Corporation

2967-3, Ishikawa-machi, Hachiouji-shi, Tokyo,
192-8525, Japan
Phone: 81(426)46-5973
Fax: 81(426)48-8620
●Kenwood Systems Corporation

2967-3, Ishikawa-machi, Hachiouji-shi, Tokyo,
192-8525, Japan
Phone: 81(426)46-5209
Fax: 81(426)46-5407
●Kenwood Core Corporation

15-13 Nanpeidai, Shibuya-ku, Tokyo, 1500036, Japan
Phone: 81(3)3477-5491
Fax: 81(3)3477-5490

¥22,382 million
(As of March 31, 2002)

Number of Employees
Non-Consolidated Subsidiaries
and Affiliates

●Kenwood Kenex Corporation

15-13, Nanpeidai, Shibuya-ku, Tokyo, 1500036, Japan
Phone: 81(3)3477-5471
Fax: 81(3)3477-5475

Paid-in Capital

THAILAND
●Kenwood Electronics (Thailand) Co., Ltd.

2019 New Pechburi Rd., Bangkapi,
Huaykwang, Bangkok 10320, Thailand
Phone: 66(2)318-4690
Fax: 66(2)318-4691

JAPAN

2,040(As of March 31, 2002)

Head Office
2967-3, Ishikawa-machi, Hachiouji-shi, Tokyo,
192-8525, Japan
Phone: 81(426)46-5111

R&D Center
2967-3, Ishikawa-machi, Hachiouji-shi, Tokyo,
Japan
Phone: 81(426)46-5111

●Kenwood Personnel Corporation

15-13 Nanpeidai, Shibuya-ku, Tokyo, 1500036, Japan
Phone: 81(3)3477-5477
Fax: 81(3)3477-5479
●Kenwood Parts Center Corporation

2-5032, Hironodai, Zama-shi, Kanagawa, 2280012, Japan
Phone: 81(462)56-4244
Fax: 81(462)52-9413
●Kenwood Design Corporation

15-13 Nanpeidai, Shibuya-ku, Tokyo, 1500036, Japan
Phone: 81(3)5457-7221
Fax: 81(3)5457-7220

Board of Directors
President (Representative Director)
Haruo Kawahara
Director of the Board
Tsuneo Yuzawa
Akio Ueda
Nobuo Seo
Standing Statutory Auditor
Akira Koyama
Hideaki Kato
Statutory Auditor
Motoaki Hirabayashi

●Kenwood Admi Corporation

Corporate Executive Officers

2967-3, Ishikawa-machi, Hachiouji-shi, Tokyo,
192-8525, Japan
Phone: 81(426)46-4786
Fax: 81(426)46-5349

Chief Executive Officer
Haruo Kawahara
Deputy President & Executive Officer
Tsuneo Yuzawa
Senior Executive Vice President & Executive Officer
Katsumi Sugiura

●Kenwood Engineering Corporation

2967-3, Ishikawa-machi, Hachiouji-shi, Tokyo,
192-8525, Japan
Phone: 81(426)46-9741
●Kenwood Geobit Corporation

15-13 Nanpeidai, Shibuya-ku, Tokyo, 1500036, Japan
Phone: 81(3)5457-7246
Fax: 81(3)5457-7245

Executive Vice President & Executive Officer
Haruo Kasuya
Senior Vice President & Executive Officer
Moriyuki Tamura
Masao Kitazawa
Akio Ueda
Kazuo Shiohata
Tamio Takeda
Osamu Hamada

FACTORIES
●Kenwood Electronics Bretagne S.A.

Rue Saint-Exupery 35150 Janze, France
Phone: 33(2)99473232
Fax: 33(2)99470550
Receives ISO 9002 Certification

Vice Executive
Sadaharu Kato
Yasunobu Namiki

●Kenwood Electronics Technologies (S) Pte Ltd.

No.1 Ang Mo Kio Street 63, Singapore 569110
Phone: 65(482)3222
Fax: 65(482)4966
Receives ISO 9001 Certification
●Kenwood Electronics Technologies (M) Sdn Bhd

8, Jalan Padu, Kawasan Perindustrain Tampoi,
80350 Johor Bahru, Johor, Malaysia
Phone: 60(7)237-1261
Fax: 60(7)237-1297
Receives ISO 9002 Certification
ISO 14001 Certification

(As of October 1, 2002)
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2967-3,Ishikawa-machi,Hachiouji-shi,Tokyo,192-8525
Phone: +81-426-46-6724 Fax: +81-426-46-6729
URL：http://www.kenwood.com
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