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Energy & Electric
Systems Group
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President, Fuji Electric Systems Co., Ltd.

Haruo Ito

The Energy & Electric Systems Group aims to provide opti-
mum solutions in the e-solutions, environmental systems,
industrial and transportation systems, and electric power
systems fields. Using our extensive experience and reser-
voir of expertise, we play a key role in society by creating
industry-leading products and services that inject new value
into social infrastructure and industrial systems.

Overview of Operating Environment and Results for Fiscal 2003, Ended March 31, 2004
Despite signs of a recovery in capital spending in some domestic industries, the group’s operating environment expe-

rienced further structural change, including ongoing reductions in public works expenditure. There was room for

optimism in overseas markets, fuelled by expansion in China and other geographies.

In electric power systems, the thermal power generation business won a succession of large-scale orders in Japan

and overseas for steam turbine power generation equipment and other products. Combined with major orders for

nuclear power plant-related facilities, this supported a significant year-on-year increase in sales. However, deteriorat-

ing profitability related to a drop in first-half sales, and lower gross margins due to increasing price competition,

resulted in a decline in operating profitability compared to the previous year.

In environmental systems, there were a number of major orders for advanced water supply purification systems,

monitoring systems for water purification plants, electrical equipment employed in sewerage treatment facilities, and

other products. However, sales declined overall, as environmental systems had to contend with structural changes in its

operating market such as cutbacks in public works spending and increasingly intense competition. Information systems

worked to expand sales of e-government and local government IT systems, leading to some new orders. This success,

however, was outweighed by tighter margins in the software and service business as market prices dropped markedly,

and a sharp decline in profitability in large-scale projects for production control and other systems. Sales and operating

income in information systems were consequently significantly down year on year. As a result of the above factors,

environmental & information systems overall recorded a slight dip in sales for the year and an operating loss.

Industrial and transportation systems won a number of large overseas orders for transformer rectifier equipment

and electrical equipment for subway rolling stock. There was also a succession of new contracts for the supply of

railway transformer facilities, while service contracts helped to boost sales. However, this could not compensate for

the drop in sales of industrial plant systems. Although industrial and transportation systems sales were down overall

year on year, efforts to pare back costs and rationalize the business paid off with an increase in operating income.

Although the group’s plant facility construction business was faced with declining domestic demand during the

year, reflected in lower year-on-year sales, efforts to streamline operations and improve project management systems

led to an operating profit.

As a result of these items, Energy & Electric Systems posted an approximate ¥0.7 billion increase in operating

income to ¥0.5 billion (U.S.$4 million), on a 5.2% increase in net sales to ¥403.1 billion (U.S.$3,839 million).
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Energy & Electric Systems Group
Membrane Filtration System

for Water Purification
Working closely with partner X-Flow B.V., part of the NORIT Group, a Netherlands-based
company with a strong track record in purification systems in the U.S. and Europe, Fuji
Electric Systems has launched a membrane filtration system with a pore size of 0.03
microns capable of effectively removing contaminants from water supplies. This system
also completely removes the disease-causing microorganism cryptosporidium, often cited
as a cause of water source contamination in recent years. With this product, Fuji Electric
is playing an important role in supplying clean and safe potable water to consumers.
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Measures Taken During the Year Under Review
Following the transition to a pure holding company system in October 2003, Fuji Electric’s in-house Energy & Electric

Systems Company was spun off and merged into independent operating company, Fuji Electric Systems Co., Ltd.

This move has resulted in an integrated, more efficient management structure through the combination of sales,

engineering, manufacturing and service functions that had originally been split between two companies. In line with

the Group’s newly formulated medium-term management plan, we will now work to reinforce and grow our solutions

& service business, and strengthen earnings capabilities going forward.

Restructuring the management framework to reinforce and expand the solutions business
By selectively focusing on key businesses, and reviewing the target areas for and methods of distributing resources,

we have built a solutions business underpinned by a management framework that brings together sales, engineering and

service provision functions under one organization.

This new management framework oversees an operational structure consisting of four sales groups; four engi-

neering groups; two service groups; five factories; and, 13 integrated sales, engineering and service branch offices.

Additionally, to enhance the group’s overseas presence, a Chinese Business Office was established as one element of

Fuji Electric’s efforts to gain a greater share of the rapidly growing Chinese market. Other moves included the creation

of a joint venture with the Zhejiang University Group that led to the start of work on a new software development and

production facility, and the establishment of a measuring instrument sales firm.
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Waste Recycling Facility
Fuji Electric was selected to build a recycling facility for a new recycling
center on Kume Island in Okinawa Prefecture. This facility will recycle and
reduce the volume of general waste, thereby helping to realize a recycling-
oriented community on the island.

Workplace Radiation Management System
Fuji Electric has delivered a workplace radiation management system for the Tokyo Electric
Power Company’s Kashiwazaki-Kariwa nuclear power station. This system carries out strin-
gent contamination checks on personnel and items entering and leaving controlled areas.
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Large-capacity
Transformer Rectifier Unit
Fuji Electric has delivered a thyristor transformer rectifier unit to the Dow
Chemical Company for large-volume soda electrolysis equipment. This unit,
the S-Former, has gained a strong reputation both in Japan and overseas,
illustrated by its large share of the global market.

 Steam Turbine for Use in Thermal Power Plants
Steam turbines lie at the heart of thermal power generation plants and play a crucial role in helping
power companies to accurately meet rising demand for electricity. Design improvements to the
shape and dimensions of each turbine blade have combined to enhance overall efficiency.

The 8000 Series of Next-generation UPS Units
Fuji Electric’s latest series of uninterruptible power supplies (UPS) is based on an always-on
commercial power supply capability and incorporate a proprietary series-parallel compensation
system. These products achieve 98% efficiency and also offer the option of flywheels instead of
conventional lead batteries.

Injecting new value into social infrastructure
The group used its accumulated technology and expertise, developed core technologies, and promoted the development

of distinctive and innovative products and technologies in order to offer products and services capable of injecting new

value into social infrastructure.

More specifically, we focused on creating a lineup of strategic products for the medium-term (control systems,

power electronics equipment and other products); identified core product categories in each business field that will

underpin operations going forward (advanced water purification membrane filtration systems and others); established

new businesses; and, identified incubation products for further development (water treatment solutions business for

the manufacturing industry and others) that we believe will help to generate earnings in the future. Underpinned by a

project management framework, we worked to concentrate resources in these key areas and drive forward efficient

product and business development.

Using alliances to promote business efficiency
During the year, we actively signed a succession of alliances with the overriding aim of enhancing operational efficiency.

Key examples included: a tie-up with Iwatani International Corporation and Germany’s DeWind GmbH in the wind power

generation field; an alliance with NORIT of the Netherlands in membrane filtration systems; a deal with France’s Ondeo

Nalco to work together in the water treatment solutions business targeting the manufacturing industry; and the conclu-

sion of a global partnership agreement with Siemens Automation and Drives (A&D) of Germany in the measuring and

control field (measuring instruments, Distributed Control Systems (DCS) and Manufacturing Execution Systems (MES)).

All these alliances were aimed at enhancing our competitive position in the global market.
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Management Policies and Projections for Fiscal 2004, Ending March 31, 2005
In fiscal 2004, we anticipate continuing downward pressure on public works spending and ongoing structural change

in our operating environment. Private-sector capital investment is projected to continue rising, particularly in the digital

equipment industry, while overseas, forecasts show that markets will remain on a growth trajectory, fuelled by expan-

sion in China.

In fiscal 2004, the midway point in Fuji Electric’s current medium-term management plan, the Energy & Electric

Systems Group will focus on the following areas:

Business Restructuring
Existing strategic business units (SBUs) will be reviewed and realigned into four new SBUs in the e-solutions, environ-

mental systems, industrial and transportation systems, and electric power systems fields. These SBUs will underpin

future strategic business development. Other business reorganization and restructuring measures will be rolled out to

improve management efficiency.

(1) Realign the power supply systems business

Steps will be taken to review power supply systems business areas that cut across the operational areas of this

group and ED&C·Drive Systems. By integrating operations for small-capacity uninterruptible power supply (UPS)

products handled by ED&C·Drive Systems, and those for medium- and large-capacity UPS products handled by

this group, marketing, development and service functions will be combined to result in enhanced competitiveness

in the marketplace, and ultimately, greater customer satisfaction.

(2) Restructure the information systems business

Restructuring will be carried out to enhance earnings capabilities. This will include using groupwide strengths

more effectively in business development, implementing a product strategy tailored to areas where the group

already has a strong position, and reinforcing project management.

(3) Drive growth centered on Fuji Electric IT Solutions

Using the corporate divestiture system, the information business of group subsidiary Fuji Denki Sosetsu Co., Ltd.

was spun off on April 1, 2004, and established as Fuji Electric IT Solutions Co., Ltd.

Employing all the technology and know-how fostered by Fuji Denki Sosetsu, the new company will forge

stronger links with other information system-related divisions in the Energy & Electric Systems Group to drive

forward groupwide growth in the field.

Creating Innovative New Businesses and Products
The group will work to achieve more effective product development by channeling resources into core and strategic

product categories. Alliances will continue to be used as a means of promoting operational efficiency.

In the latter area, we plan to begin launching new products in the first half of fiscal 2004 born out of our global

partnership with Siemens Automation and Drives (A&D) of Germany.

Building a Stronger Earnings Structure and Reinforcing the Financial Position
Steps will be taken to build a stronger earnings structure by realigning the manufacturing framework, as well as

enhancing productivity in the engineering division and eradicating loss-related expenses. By paring back interest-

bearing debt and inventory assets, the group will also aim to reinforce its financial position through more efficient use

of assets and funds.

Underpinned by the above initiatives, we are projecting operating income of ¥3 billion on net sales of ¥375 billion

for fiscal 2004.
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Plant and Equipment Investment (Including Leases),
Depreciation and Amortization

Plant and Equipment Investment (Including Leases) (¥ Billion) Depreciation and Amortization (¥ Billion)

Operating Income (Loss), Ratio to Net Sales by Segment
Operating Income (Loss) (¥ Billion) Ratio to Net Sales by Segment (%)

Net Sales, Share of Total Net Sales
Net Sales (¥ Billion) Share of Total Net Sales (%)

Number of Employees

R&D Expenditures
(¥ Billion)

Organization Chart
Fuji Electric Systems Co., Ltd.
(As of July 1, 2004)

Plant Systems Sales Group

e-Solution Engineering Group

Environmental Systems Engineering Group

Industrial Systems & Transportation Systems Engineering Group

Power Plant Engineering Group

Plant Service Group

Field Engineering Group

Corporate Administration Office

President

Corporate Technology Development Office

Procurement Center

Quality Management Office

Export Administration Office

Audit Office

International Sales Group

Power Systems Sales Group

Public & Social Sales Group

Industrial Systems Sales Group

Fuji/KHI Nuclear Power Promotion Group

Branch Offices

Corporate Sales Planning Office

Kawasaki Factory

Systems & Products Group

Tokyo Factory

Kobe Factory

Rotating Machine Factory

Chiba Factory

Branch Offices

Note: Net sales include inter-segment transactions.




