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From a solid base in power and electronics, Fuji Electric Co., Ltd. has expanded its business into the areas of

social infrastructure, industrial equipment and systems, information equipment, and various equipment and

systems that improve the quality of life. Our field of operations has grown in response to the need for solu-

tions to such crucial issues as global environmental problems, energy concerns and the increasing reliance of

companies on sophisticated information technology. Fuji Electric provides safe and reliable products, tech-

nologies and services that address the key requirements of our times.

Contents
Financial Highlights 1
A Message from the President 2
For Growth, Profitability and Progress 6
Operational Review (Consolidated Basis) 10

Electrical Equipment 12
Control/Information Systems and

Electronic Devices 16
Consumer-Related and Other Products 20

Research & Development 22
Global Presence 24
Financial Section 26

Consolidated Financial Review 26
Consolidated Financial Statements 28
Non-Consolidated Financial Statements 38

Global Network 46
Consolidated Companies 47
Directors and Auditors 48
Corporate Data 49

Profile

Inverters Break the Three
Million Mark
In April 1997, accumulated
orders for inverters exceeded
three million units. Since
1980, we have maintained
aggressive sales promotion
of inverters. As a result,
accumulated orders ex-
ceeded one million units in
1990 and two million units
in 1994. As a world leading
company in inverter tech-
nology, Fuji Electric will
continue to launch new
products that meet
customer requirements.

Operational Highlights

Thousands of
Millions of yen U.S. dollars

Years ended March 31, 1998 and 1997 1998 1997 1998

Net sales ¥982,763 ¥945,382 $7,445,174
Operating income 23,363 25,616 176,992
Ordinary income 18,707 21,480 141,719
Income before income taxes 18,762 21,440 142,136
Net income 7,487 8,189 56,720

As of March 31, 1998 and 1997:

Total shareholders’ equity 178,241 179,834 1,350,310
Total assets 981,332 936,552 7,434,333

Yen U.S. dollars

Per share amounts:
Net income ¥10.47 ¥11.45 $0.079

Financial Highlights
Fuji Electric Co., Ltd. and consolidated subsidiaries
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Notes: 1. Yen figures are truncated, except for rounded-up figures indicated in graphs. U.S. dollar figures are all rounded up.
2. U.S. dollar amounts in this annual report are translated, for convenience only, at the rate of ¥132.00=U.S.$1.
3. The graphs represent consolidated data.
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A Message from the President

At a meeting of the Board of Directors following the general meeting of shareholders on June 26, 1998, I was ap-

pointed president of Fuji Electric Co., Ltd. As the new president, I intend to continue implementing management re-

form. Further, I will promote the following goals. One is developing strong marketing abilities to meet potential

customer needs with quality technological capabilities that respond to market requirements. The second goal is receiv-

ing positive recognition from our customers and society, and being a company in which our shareholders and employees

can be proud.

OPERATING ENVIRONMENT

In the fiscal year ended March 31, 1998, economic conditions in Japan took on an increasingly recessionary tone. De-

spite export growth supported by the weak yen and robust economic conditions in the United States, sluggish con-

sumer spending and concerns over the financial system adversely affected the Japanese economy. Moreover, production

and employment adjustments became increasingly evident in Japan as a result of a slump in domestic demand. In the

electronic equipment industry, the operating environment remained harsh owing to several factors. Previously strong

demand for information and telecommunications equipment declined, especially for individual use, and profitability

deteriorated owing to a sharp fall in semiconductor prices and sales. As a result, companies were forced to cut back pro-

duction and reorganize their domestic and overseas manufacturing bases.

RESULTS

Amid such challenging conditions, Fuji Electric and its Group companies initiated further cost reduction measures and

accelerated new product development. In addition, we strove to make more effective use of management resources, to

expand orders and sales, and to enhance earning power.

As a result, consolidated net sales rose 4.0% from the previous term to ¥982,763 million. Consolidated ordinary

income, however, fell 12.9% to ¥18,707 million, and consolidated net income slipped 8.6% to ¥7,487 million. Ac-

cordingly, return on equity decreased from 4.6% in the previous term to 4.2%.

PERFORMANCE BY PRODUCT GROUP (CONSOLIDATED BASIS)

In the Electrical Equipment group, we received orders in the energy area for both domestic and overseas projects, in-

cluding a geothermal power plant and pumped-storage hydro power equipment. However, owing to the impact of re-

strained capital investment Japan’s electric power sector, orders in the energy area were below the previous term. Sales

in this area included such notable projects as the completion of the High Temperature Engineering Test Reactor

(HTTR) in Japan and the delivery of hydro power generation equipment to customers in Pakistan and China. In the

electrical equipment and machinery area, orders declined owing to weak private-sector capital investment and a drop in

exports amid the currency turmoil in Asia in the second half of the term. Sales also declined due in part to a decrease in

large-scale overseas projects. In the electric distribution & control (ED&C) and drive systems area, the effects of the eco-

nomic slowdown became increasingly apparent in the second half of the term, adversely affecting demand, especially for

control and electric distribution systems and inverters. On the other hand, Fuji Electric stepped up marketing

activities, and the weak yen supported strong overseas sales, led by inverters. Overall, consolidated net sales for this

product group climbed 4.9% to ¥369,015 million, but operating income fell 56.1% to ¥2,243 million.

In the Control/Information Systems and Electronic Devices group, favorable performance was supported in the

plant control systems area by several large-scale orders for water treatment equipment and systems, including advanced

water purification plants and monitoring and control equipment, despite curbs on public-sector investment. Orders for

social infrastructure systems remained in line with the previous term because of a decline in orders for road-related

works. Despite robust orders for garbage treatment facilities, the measuring control systems area was stagnant, and or-

ders for power systems declined from the previous term. In contrast, sales in the social infrastructure systems area con-

tinued at the previous year’s level, supported by the delivery of electrostatic precipitator equipment for road tunnels

and remote road-monitoring equipment. In the information equipment area, we expanded and strengthened production

lines for magnetic disks to meet market requirements for higher density and capacity, and introduced next-generation

products. As a result, sales increased despite sluggish market conditions in the second half of the term. Sales of photo-

conductive drums grew firmly, supported by higher exports of organic photoconductive drums arising from the intro-

duction of new products. In the electronic devices area, sales of power modules surged owing to increases in insulated

gate bipolar transistor (IGBT) modules. Sales of discrete devices, however, remained flat because of deteriorating mar-

ket conditions for personal computers (PCs) and peripheral equipment. In addition, integrated circuit (IC) product sales

grew only slightly due to lackluster demand in the second half of the term. Consequently, consolidated net sales for the

product group grew 4.7% to ¥302,643 million, and operating income rose 8.0% to ¥11,694 million.

In the Consumer-Related and Other Products group, sales of mainline vending machines increased in volume due

to firm replacement demand for beverage machines and sales promotions of cigarette machines to new customers, but

advanced only slightly on a value basis owing to continued price declines. In beverage dispensers, models for mineral

Kunihiko Sawa, President and Representative Director
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To prepare for the coming millenium and to prosper as a corporation held in high esteem by society,

the Fuji Electric Group will accelerate measures to transform its business structure by selecting promising busi-

nesses and concentrating resources accordingly. To achieve our management priorities of expanding orders and re-

ducing total costs, we will pursue the following policies:

TO EXPAND ORDERS:

• Concentrate resources on businesses in which the Company excels, with consideration to earnings and growth po-

tential, and bolster competitiveness in markets based on product groups in which the Company holds a leading

share; and establish a corporate group that provides distinctive products and services.

• Enhance the Group’s comprehensive strengths by reinforcing independent profitability and strategic Group man-

agement, and expand business based on clearly defined core competencies in each area of operation.

TO REDUCE TOTAL COSTS:

• Enhance management productivity in every aspect of Group operations by reducing product costs and further im-

proving administrative productivity through innovation in work processes.

• Develop a Group organization where global standards automatically serve as value criteria; further bolster the glo-

balization of our business expansion in marketing, production and product development; and strive to interna-

tionalize our managerial and human resources.

Using these policies as a foundation and viewing the advancement of globalization and deregulation as business op-

portunities, the Fuji Electric Group will build up an aggressive marketing system, endeavor to establish a solid

management base and further enhance corporate performance.

The fiscal year under review marked the final term of my predecessor, Mr. Yoshihiko Nakazato, who served

with distinction as president for six years following his appointment in 1992. Although he has resigned from the

position of president and representative director, he will continue to support the Company as a corporate adviser.

We thank our shareholders for their continuous support and look forward to their further backing in years

ahead.

Kunihiko Sawa

President and Representative Director

water registered higher sales. Further, in lift gate systems for ski resorts, our new series of lift gate systems employ-

ing spread spectrum wireless data transmission recorded favorable performance. However, sales of freezing and re-

frigerated showcases declined due to a drop in capital investment in the supermarket industry, while coin

mechanisms and bill validators also registered a drop in sales. As a result, the group’s consolidated net sales in-

creased 2.2% to ¥311,105 million, although operating income declined 2.6% to ¥9,424 million.

CAPITAL INVESTMENT AND R&D

The Company focused its capital investment on expanding production capacity in the fields of electronic devices and

information equipment and on R&D facilities. On a consolidated basis, capital investment, including leases, totaled

¥54,446 million. Specifically, for magnetic disks, investment centered on constructing a development facility for next-

generation technologies and a new production facility at the Matsumoto Factory. We also expanded production capac-

ity at the Yamanashi Factory. In power devices, we reinforced production capabilities at the Matsumoto Factory.

In addition, we made substantial investments in dies to enhance new product development and cost efficiency.

Overseas, we continued to expand our network of production, sales and procurement bases, and placed particu-

lar emphasis on augmenting our manufacturing and marketing bases in China, where market growth is projected. In

April 1997, we established two joint venture companies: Shanghai Fuji Electric Switchgear Co., Ltd., as a base for

vacuum circuit breakers and distribution panels; and Shanghai Fuji Electric Transformer Co., Ltd., as a base for

molded transformers. In August, we set up another joint venture company, Shanghai General Fuji Refrigeration

Equipment Co., Ltd., as a base for industrial-use freezing and refrigerated showcases. Additionally, we completed

the construction of magnetic disk manufacturing facilities at Fuji Electric (Malaysia) Sdn. Bhd., which began full-

scale operation after the close of the fiscal year.

In our R&D activities, we further accelerated technological innovation, worked to expand our basic and funda-

mental technologies and brought new products to market while emphasizing the satisfaction of customer needs.

We received International Organization for Standardization (ISO) 14001 certification for six domestic factories

during the term. By June 1998, all of our domestic factories had obtained this certification for environmental man-

agement systems. We will continue efforts to acquire certification for our related domestic manufacturing facilities,

Group companies and overseas factories.

OUTLOOK

Despite the expected benefits of the government’s large economic stimulus package in the near future, domestic de-

mand will continue to be dampened by stagnant private-sector capital investment and increasing weak consumer

spending owing to economic uncertainty. At the same time, the adverse impact of economic turmoil in Asia will

limit export growth. Consequently, we expect the economic climate in Japan to remain harsh, as market conditions

worsen daily.
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For Growth,
Profitability  and Progress

INTRODUCTION

As the 21st century approaches, the internationalization of corporate activities and deregulation are
increasingly essential, and developing rapid decision-making capabilities and efficient operations is
urgent in both the public and private sectors. These trends are expected to accelerate further as a result
of global computer networking.

Against this background, public and private-sector capital investment is rapidly shifting from
efficiency promotion and labor-saving measures focused on plant and facility monitoring and control
systems and equipment, where Fuji Electric has strengths, toward the construction of information
infrastructures, which is a business with high growth potential.

Amid high growth in information and communications investment, Fuji Electric is implementing
a variety of measures to develop its business in the information processing and communication fields by
capitalizing on the expertise it has cultivated as a comprehensive electrical equipment manufacturer.

Fuji Electric aims to expand its operations by providing customers
with optimal solutions for every business process.

6 76
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SYSTEMS INTEGRATION BUSINESS

In July 1998, Fuji Electric established an SI (systems integration) center as the core of its business expansion in the informa-
tion processing and communications fields. We entered the systems integration business to provide customers with total
business solutions for their basic operations, in addition to our traditional strengths in plant monitoring and control systems.

Compared with fiscal 1998 levels, we aim to more than double sales in the information processing and communications
fields, which include existing monitoring and control systems, by fiscal 2000. Providing “solutions,” or solving tasks for our
customers, is the principal means for success in our systems integration business.

With a number of computer manufacturers and system software developers promoting their ability to offer solutions as
systems integration vendors, Fuji Electric is differentiating itself by making effective use of its abundant expertise in plant-
related businesses that have been cultivated over many years. Whereas many systems integration vendors have knowledge of
business processes centered on host computers, Fuji Electric’s distinguishing ability is the incorporation of information on
products and facilities into management information systems. With a track record of providing electrical equipment and
instrumentation systems in such areas as manufacturing, distribution, public services and social infrastructure, we will offer
optimal solutions by making effective use of on-site information to accelerate decision making and enhance corporate
efficiency.

Network computer (NC)

Fuji Electric delivered a low-speed high-pow-
ered diesel generator to the Freeport Elec-
tric Power Company in the Bahamas. The
unit began operation in October 1997. Our
low-speed diesel generator units have at-
tracted considerable attention recently, ow-
ing to their superior fuel conservation and
ease of maintenance.

To realize this objective, we will aggressively adopt the most suitable components, whether our own or from outside
sources. As a result, it will be necessary in some cases to form alliances with leading suppliers.

To clearly differentiate ourselves from systems integration vendors, it will be vital to maintain our strengths. We will
offer our existing know-how through service options and packages. By concentrating our resources on the development of
new products and technologies that are highly competitive, we will preserve the features that set us apart from the compe-
tition. In the current fiscal year, we will reinforce network computers, Lonworks, automatic teller machine (ATM) net-
works and other systems as our original components.

The third measure is to broaden our sales methods. In solving customers’ problems, it is important to provide
services during system operations in addition to system construction. When providing plant systems in the past, there was
a strong tendency to simply sell systems. We will now offer customer-oriented services, ranging from planning and design
of plants to operation and renewal, that extend over the lifecycle of their systems.

Based on the above policies, we will conduct our systems integration business in eight categories: networks, process
production, assembly production, logistics, distribution, facility management, public services and social infrastructure.
Networks form the basic infrastructure for a broad range of business areas, and network-related business is projected to

EXPANDING THE SYSTEMS INTEGRATION BUSINESS

Fuji Electric is taking measures to provide solutions and expand its systems integration business.
The first measure is to expand our customer base. By adding consulting and other services for the integration of

management information systems, we will broaden the scope of business to customers who had previously only used our
plant systems. And as improving management efficiency is a challenge common to all sectors, this is an area with consider-
able potential. Consequently, Fuji Electric will also aggressively cultivate new customers by forging alliances with other
firms, when necessary, to expand its marketing channels.

The second measure is to extend the range operations from products to services. A systems integration business
solution requires a combination of hardware, software and service. Value to customers comes from the know-how to
integrate these components to produce optimal solutions.

expand along with the diffusion of the Internet and intranets. In other fields as well, we will
make full use of the expertise we have accumulated in developing monitoring and control
systems as well as machine control equipment. By providing our customers with optimal
solutions, we will establish a solid reputation in the market as a systems integration vendor
and expand our business in the area of information systems.

8 9

Proposal

Operation System
Construction

SOLUTION

Proposing optimal systems
that solve customer problems

Expert staff rapidly con-
structing systems that pre-
cisely meet requirements

Customer support to solve
problems and ensure

trouble-free operations
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Operational Review (Consolidated Basis)

● electric motors ● variable speed motors and inverters ● induction heating equipment
● induction furnaces ● industrial power supplies ● clean-room systems ● emergency power
supplies ● uninterruptible power supplies for computers ● electrical equipment for ships
● electrical equipment for rolling stock ● transformers ● circuit breakers ● gas-insulated
switchgear ● converters ● nuclear power plant equipment ● thermal power plant equipment
● hydroelectric power plant equipment ● power generating units ● new energy generating
systems ● centralized supervisory control systems for electric power equipment ● computer
control equipment for electric power equipment ● induction motors ● geared motors
● brake motors ● fans ● pumps ● blowers ● magnetic contactors ● operation indicators
● industrial relays ● time delay relays ● gas detectors ● molded-case circuit breakers
● earth-leakage circuit breakers ● current-limiting fuses ● high-voltage distribution equipment
● cast resin transformers ● power factor regulators ● AC power regulators
● proximity limit switches ● optical sensors ● programmable logic controllers
● programmable operation displays ● multiplex transmission systems ● general-purpose
inverters ● servomotor systems ● induction heating inverters
● variable-speed controlled motors

● computer control equipment ● electric power distribution system simulators
● watt-hour meters ● radiation monitoring systems ● centralized supervisory control systems
● microcontrollers ● control systems for water supply and sewage treatment facilities
● water quality measuring and control equipment ● remote control equipment
● ozone purification systems ● tunnel ventilation systems ● measuring information and
communication control systems ● laser devices ● image processing applied devices
● industrial measuring equipment ● radiation monitoring equipment ● magnetic disks
● photoconductive drums for copiers and printers ● bipolar power transistors ● power modules
● smart power devices ● rectifying diodes ● monolithic ICs ● hybrid ICs ● surge absorbers
● semiconductor sensors

● vending machines ● coin and currency mechanisms ● bill validators
● currency systems ● beverage dispensers ● tea servers ● open freezing and refrigerated
showcases ● hotel vendor systems ● card systems

Electrical Equipment

Control/Information Systems
and Electronic Devices

Consumer-Related and Other
Products

Main ProductsNet Sales by Group

PERCENTAGE OF
 NET SALES BY GROUP

PERCENTAGE OF
NET SALES BY GROUP

PERCENTAGE OF
 NET SALES BY GROUP

37.5%

30.8%

31.7%

1998
1997
1996
1995
1994

369.0

351.8

349.4

330.8

301.5
(¥ billions)

1998
1997
1996
1995
1994

302.6

289.0

245.0

250.3

285.4
(¥ billions)

1998
1997
1996
1995
1994

311.1

304.5

296.0

275.3

247.1
(¥ billions)
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ENERGY

For the electric power industry, Fuji Electric provides thermal, hydro and nuclear power plants and related equipment as well

as power transmission and distribution systems. We are also developing combined-cycle generation technology and such new

generating technologies as fuel cells and photovoltaic cells. To stay in step with global market trends, we are promoting our

engineering, procurement and construction (EPC) business, especially for geothermal projects.

In the thermal power generation area, we were awarded an order for a 600 MW steam turbine generator for a domestic

thermal power station and for a 3.3 MW geothermal power plant from an electric power company in Japan, which is our first

order for a domestic commercial geothermal project. We also received numerous overseas orders, including a full turnkey

contract in Indonesia for 2 x 110 MW geothermal turbines with the world’s largest single cylinder.

In the hydropower area, Fuji Electric received orders for pumped-storage hydropower equipment in India and a hydro-

power generating facility in Vietnam, among others. Consequently, orders exceeded those of the previous fiscal year. We

delivered a 3 x 33 MW bulb turbine generator to a customer in China and a 7 x 23 MW bulb turbine generator to a customer

in Pakistan.

In the nuclear power area, we delivered major equipment to HTTR, Japan’s

first HTGR. Efforts are currently underway, primarily by the client, to achieve

first criticality of the HTTR.

In the substation, power transmission and distribution systems area, we have

a solid record for providing equipment and systems for Japan’s electric power

industry. During the term, we delivered eight large-capacity generator transform-

ers that were completely assembled with all accessories mounted at the factory and

transported to the power plant site, thus enabling a very short time required for

installation and commissioning work at the site.

E L E C T R I C A L  E Q U I P M E N T

Fuji Electric and three other domestic suppliers of nuclear
power plants delivered the HTTR to the Japan Atomic
Energy Research Institute (JAERI), fulfilling an order that
was received in 1991. We were responsible for such ma-
jor equipment as the internal reactor structures and fuel
handling system.

Fuji Electric received a full turnkey order to
provide a geothermal power plant for P.T.
Mandar Nusantara’s Wayan Windu Power
Plant in Indonesia. The plant adopts a 110
MW geothermal turbine, which is the
world’s largest single cylinder.

Fuji Electric delivered a low-speed high-powered
diesel generator to the Freeport Power Company
in the Bahamas. The unit began operation in Oc-
tober 1997. Low-speed diesel generator units
are attracting increasing attention recently, ow-
ing to their low fuel consumption and ease of
maintenance.

12

Electrical Equipment

Consolidated net sales of electrical equipment grew 4.9% to ¥369,015 million.
In the energy area, a number of projects supported solid results, including the
High Temperature Engineering Test Reactor (HTTR) and large-scale hydroelec-
tric power equipment overseas. In the electrical equipment and machinery
area, however, a fall off in large-scale overseas projects led to a sales decline.
In the electric distribution & control (ED&C) and drive systems area, overall
domestic sales were stagnant although overseas sales were firm, mainly led by
inverters.
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ELECTRICAL EQUIPMENT AND MACHINERY

In the electrical equipment and machinery area, Fuji Electric provides

industrial power application systems for industry and railway use.

In industrial power application systems, the Company received large

orders for such facilities as large-scale steel sheet mills and clean rooms.

However, orders declined overall amid weak private-sector capital invest-

ment in Japan and falling export demand owing to currency turmoil in

Southeast Asia during the second half of the term. Sales during the term

included a low-speed high-powered diesel generator unit, our largest such

product to date, to an electric power company in the Bahamas. Despite this

achievement, sales declined as a result of a falloff in a number of large-scale

overseas projects.

New products included a zinc-removal induction-type steel melting

system to upgrade product quality and improve the working environment

in the pig iron casting industry. Our uninterruptible power supply (UPS)

systems contribute to the stable operation of information processing equipment. During the term, we implemented a full

model change of our UPS product line that upgraded function and performance for advanced computers, ranging from PCs

and workstations to large mainframe models.

In electrical power equipment for railway use, orders declined overall despite new contracts for substation equipment

arising from the construction of a new subway. For advanced train systems, Fuji Electric has developed compact, highly

functional converter/inverters that use our newly developed 2.5 kV/1.8 kA-rated flat-packaged IGBTs, which have the largest

capacity of their kind in the world. The new IGBTs have been incorporated into experimental rolling stock for the new series

of Shinkansen trains.

Fuji Electric has developed 2.5 kV/1.8 kA-
rated flat-packaged IGBTs for use in large-
capacity converter/inverters for railway and
industrial applications. The new products
have passed extremely stringent tests
demonstrating their high standard of reli-
ability required of IGBTs for railway and in-
dustrial applications.

The Company contributed to smooth operations of the Interna-
tional Broadcasting Center for the 1998 Olympic Winter Games
held in Nagano by providing a UPS system. The stable supply of

electricity to the center supported real-time transmission of
sporting events to countries worldwide.

The new induction furnace system was devel-
oped to melt galvanized steel scrap and remove
the zinc component without the preprocessing
stage of zinc removal. This new system solves
various problems that arise when galvanized
steel scrap is melted in conventional furnaces
and has many other advantages for melting gal-
vanized steel.

Fuji Electric has developed open-system
programmable logic controllers (PLCs) that
adjust to international standards. The PLCs
comprise hardware PLCs, which can
achieve command processing speeds of 20
nanoseconds, and software PLCs that are
compatible and able to operate with exist-
ing computer hardware.

E L E C T R I C A L  E Q U I P M E N TE L E C T R I C A L  E Q U I P M E N T

We have expanded the lineup of PODs from 5.7-
inch medium-sized displays to 10.4-inch large
ones. Models with color liquid crystal displays
(LCDs) feature user-friendly operation and vivid
16-color graphics.

ELECTRIC DISTRIBUTION & CONTROL (ED&C) AND DRIVE SYSTEMS

The ED&C and drive systems area is composed of electric distribution systems, control systems and drive systems. ED&C

systems comprise such control equipment as magnetic motor starters, push-button switches and programmable logic control-

lers (PLCs); as well as electric distribution equipment, including molded-case circuit breakers (MCCBs) and earth-leakage

circuit breakers (ELCBs). Drive systems are represented by induction motors, motor-related equipment and inverters.

In the domestic market, we strengthened our engineering sales support systems and continued to make aggressive

marketing efforts. However, the economic slowdown in the second half of the term led to flat sales. On the other hand,

exports benefited from the yen’s depreciation. We have established subsidiaries to manufacture vacuum circuit breakers,

distribution panels and motor-related equipment.

Our inverters bear the marks of CE and TUV of Eu-
rope, UL of the United States and cUL of Canada,

demonstrating that these products have been
adapted to major international standards.
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Consolidated net sales in this group increased 4.7% to ¥302,643 million. In the

plant control systems area, social infrastructure systems recorded favorable

sales performance, although sales for the area were essentially unchanged

from the previous term. Sales in the information equipment area increased,

mainly owing to robust demand for magnetic disks. Exports of organic photo-

conductive drums also contributed to improved results. In the electronic

devices area, sales of discrete devices were unchanged, integrated circuits

(ICs) increased slightly, and power modules advanced as a result of growth in

integrated gate bipolar transistor (IGBT) shipments.

Consolidated net sales in this group increased 4.7% to ¥302,643 million. In the

plant control systems area, social infrastructure systems recorded favorable

sales performance, although sales for the area were essentially unchanged

from the previous term. Sales in the information equipment area increased,

mainly owing to robust demand for magnetic disks. Exports of organic photo-

conductive drums also contributed to improved results. In the electronic

devices area, sales of discrete devices were unchanged, integrated circuits

(ICs) increased slightly, and power modules advanced as a result of growth in

integrated gate bipolar transistor (IGBT) shipments.

PLANT CONTROL SYSTEMS

In the plant control systems area, Fuji Electric’s extensive product line up comprises social infrastructure-related systems, such

as water treatment equipment and systems; tunnel monitoring and ventilation systems; electric power system controls and

automated electric power distribution systems; factory automation (FA) systems for large-scale factories; and measuring

control systems for a wide variety of industrial plants.

Despite curbs on public-sector capital investment, orders of public and infrastructure-related systems were firm. In

water treatment systems, Fuji Electric received large-scale orders for advanced water purification systems for the construction

of new treatment plants as well as for drainage treatment electrical

equipment and monitoring systems to be used in the renovation of

water purification plants. In addition, we delivered a number of

highly sensitive particle-counting turbidimeters that were newly

developed and help to further improve water quality.

Orders for social infrastructure systems remained in line with

the previous term because of restrained public-sector capital invest-

ment, which led to a decline in orders for road-related works. How-

ever, sales exceeded the previous term’s level, supported by the

delivery of electrostatic precipitator equipment for road tunnels and

remote road-monitoring and control system equipment for highways.

Sales of power systems declined from the previous term. The

measuring control systems area was also stagnant, despite strong

We installed a remote road-monitoring system on the Hokuriku
Expressway for the Japan Highway Public Corporation. This is
our first large-scale centralized facility-information control sys-
tem for the Highway Public Corporation.

Fuji Electric has led the industry in develop-
ing turbidimeters that use an in-house de-
veloped scattered-light method for counting
particles. When a laser is beamed through
a water sample, the scattered light pulses
of each particle are detected, enabling the
measurement of low turbidity levels.

C O N T R O L / I N F O R M A T I O N  S Y S T E M S  A N D  E L E C T R O N I C  D E V I C E S

We delivered an advanced water purification system to
the Kunijima Waterworks in Osaka. The system integrates
comprehensive capabilities, from ozone generators to
power distribution systems and monitoring control sys-
tems. Intermediate and advanced-stage treatment utiliz-
ing ozone purification provides the highest level of safety
for drinking water.

16

Control/Information
Systems and Electronic
Devices
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In magnetic disks, through improvements to layer consis-
tency by finer control of disk surface roughness and tex-
ture precision, we have minimized the flying height of the
head. This enables a density of 3.2 gigabits/inch2, creat-
ing the possibility of a 3.5-inch hard disk with 4.0
gigabyte memory capacity.

Based on our fiber-optic field instrumentation (FFI) system, which
has demonstrated solid performance in petroleum refineries and
chemical plants, we developed an optical fieldbus system with su-
perior anti-noise characteristics. The system has been delivered to
a pilot plant of the Shell International Oil Products (SIOP), and we
are working toward further market penetration.

Fuji Electric has developed an all-silicon
chipped insulated gate bipolar transistor
(IGBT) that can directly measure the tem-
perature at contact points and protect
against excessive heat. This intelligent
power module currently offers the lowest
cost, highest dependability and easiest
system planning.

Our semiconductor pressure sensors meet the
strict requirements for reliability in automotive
applications. We reduced size and weight by
completely integrating the sensor and signal
processing circuits onto a single chip.

C O N T R O L / I N F O R M A T I O N  S Y S T E M S  A N D  E L E C T R O N I C  D E V I C E SC O N T R O L / I N F O R M A T I O N  S Y S T E M S  A N D  E L E C T R O N I C  D E V I C E S

Fuji Electric provided the power distribution system for
the Akashi Kaikyo Bridge in Japan, the world’s longest

suspension bridge. Our system supports safe transporta-
tion by ensuring a stable supply of energy for such elec-

tronic equipment as street lights, traffic surveillance
equipment and security communications.

demand for garbage treatment facilities. Among new products,

we are developing an optical fieldbus system that conforms with

IEC standards.

In FA systems, sales decreased as a result of a drop in large-

scale contracts for lasers, inspection devices and conveyance

systems. In measuring instruments, Fuji Electric concentrated

its operations and established Fuji Electric Instruments Co.,

Ltd. as a manufacturer specializing in these instruments. These

measures have created a business structure capable of a rapid

response to market changes and customer needs.

INFORMATION EQUIPMENT

Fuji Electric’s main products in the information equipment area

encompass magnetic disks for hard disk drives, and photocon-

ductive drums for copiers and printers.

In magnetic disks, we expanded and strengthened produc-

tion lines to meet market requirements for higher density and higher capacity and introduced next-generation products. As a

result, sales increased in spite of sluggish demand for PCs in the second half of the term.

Sales of photoconductive drums posted strong growth, supported by a rise in exports of such new products as organic

photoconductive drums with enhanced performance. To reinforce our magnetic disk production system, we completed

construction of a manufacturing facility at our domestic manufacturing base and built a factory in Malaysia. These facilities

began full-scale operation in the current fiscal year.

ELECTRONIC DEVICES

Our major products in the electronic devices area comprise power devices, discrete devices and integrated circuit (IC) prod-

ucts.

Sales of power modules surged strongly due to a rise in orders for our insulated gate bipolar transistor (IGBT) modules,

used primarily in numerical control (NC) machine tools and inverters. However, sales of discrete devices remained flat because

of deteriorating market conditions for PCs and peripheral equipment.

In IC products, overall sales grew only slightly. Although both power ICs used in video cameras and mobile telephones

and automotive pressure sensors recorded a solid sales increase, it was offset by stagnant demand in the second half of the

term.

During the fiscal year, we developed the R Series of third-

generation intelligent power modules (IPMs), which have applications

for inverters and many other fields. These IPMs are able to directly

measure the temperature at contact points and protect output drivers

against excessive heat. In the area of switch-mode power supply ICs,

one of Fuji Electric’s main strengths, the Company made further

advances in the development of miniaturization, power conservation

and low turn-on resistance technologies. Consequently, many of these

devices have been incorporated in notebook PCs, mobile telephones

and digital cameras.



20 21

Consolidated net sales of consumer-related and other products increased 2.2%

to ¥311,105 million. Sales growth of mainline vending machines was limited by

ongoing price declines, despite steady volume growth. Sales of mineral water

beverage dispensers increased. In card systems, we recorded sales of a new

series of lift gate systems. However, sales of freezing and refrigerated show-

cases declined amid weak capital investment in the supermarket industry, and

coin and currency equipment also recorded lower sales.

Consolidated net sales of consumer-related and other products increased 2.2%

to ¥311,105 million. Sales growth of mainline vending machines was limited by

ongoing price declines, despite steady volume growth. Sales of mineral water

beverage dispensers increased. In card systems, we recorded sales of a new

series of lift gate systems. However, sales of freezing and refrigerated show-

cases declined amid weak capital investment in the supermarket industry, and

coin and currency equipment also recorded lower sales.

CONSUMER-RELATED AND OTHER PRODUCTS

The Consumer-Related and Other Products group encompasses vending machines, freezing and refrigerated showcases, card

systems, hotel vendors and coin and currency equipment.

Sales of mainline vending machines increased firmly in volume due to firm replacement demand for drink machines and

sales promotion to new cigarette machine customers, but rose slightly on a value basis owing to continued price declines. In

new products, we launched vending machines designed for 500-milliliter PET bottles. To promote the use of vending

machines in new locations, we also broadened our product lineup by introducing see-through machines, which display the

products for purchase, and compact interior machines suitable for small offices.

The market for food-related equipment, including soft drink and draft beer dispensers as well as automatic tea-serving

machines, recorded continued growth, and Fuji Electric actively bolstered

its product lineup in this area. We also launched dispensers for frozen soft

drinks, and sales of mineral water dispensers increased.

In the specialty appliance field, we completed the development of a

standardized series of lift gate systems for ski resorts, entry and exit systems

for facilities, and card systems for cafeterias. In addition, our new series of

lift gate systems employing wireless data transmission recorded favorable

performance.

Sales of freezing and refrigerated showcases declined due to a drop in

capital investment in the supermarket industry.

In the coin and currency field, in response to the needs of the retail

industry facing deregulation, we made advances in commercializing a series

of compact and low-priced automatic change machines. The price of coin

mechanisms and bill validators for vending machines continued falling,

however, leading to an overall sales decline.

Fuji Electric delivered the industry’s first ski gate system
employing an on-line system through spread-spectrum
wireless transmission to major ski resorts in Nagano Pre-
fecture. This new system has enhanced system
expandability and cost efficiency compared with the previ-
ous system.

Our newly developed vending ma-
chines allow consumers to see
actual products through a trans-
parent glass front panel and re-
trieve items of their choice with a
robot hand device. The result is
vending machines that provide
the atmosphere of a store
showcase.

This new product provides change within two
seconds, alleviating congestion at such busy re-
tail venues as supermarket check-out counters.
It is fully compatible with OLE-based POS
systems.

C O N S U M E R - R E L A T E D  A N D  O T H E R  P R O D U C T S

20

Consumer-Related
and Other Products
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The R&D activities of the Fuji Electric Group are carried out at Fuji Electric’s Production Technology Laboratory, factories

and facilities, and by Fuji Electric Corporate Research and Development Ltd.; FFC Limited; Fuji Distribution Co., Ltd.;

Fuji Electric Construction Co., Ltd.; and Fuji Electric Engineering Co., Ltd.

The Fuji Electric Group’s R&D is guided by two slogans: “Meeting Customer Needs with Our Own Ingenuity” and

“Accelerating the Introduction of Products to Market.” Our R&D efforts are focused on such technology fields as electronics

and materials, information and telecommunications, environmental preservation and new energy. We have also strengthened

our research into basic and fundamental technologies for the future.

In the electronics field, we have developed a large-capacity flat-packaged insulated gate bipolar transistor (IGBT) and we

are promoting its application in rolling stock drives as well as carrying out tests in actual trains. In addition, we developed a

compact intelligent power module (IPM) for small and medium-sized capacity IGBTs. For products still in the research stage,

we researched silicon carbide drives, which promise to fulfill the function of electric power switching devices in the future; as

well as organic luminescent devices and displays that use these devices. In the field of micromachine technology, we developed

an acceleration sensor for use in automotive air bag systems.

In the area of information processing and communications, we developed several tools that will support progress in

systems integration. In the case of magnetic disks, we are diversifying the size of glass media, which offer excellent shock

resistance. Moreover, besides developing a practical system for an optical fieldbus, we completed development of a new

general-purpose programmable logic controller based on a new concept.

In water treatment-related technologies, part of the environment protection field, we achieved further progress in

research on general-purpose turbidimeters and advanced ozone treatment methods effective for cryptosporidium. To improve

industrial waste processing and promote volume reduction, we made further progress in the development of inductively

coupled plasma torch systems. In the field of nuclear energy, we also developed a high-output YAG laser for use in the

dismantling of radioactive waste products.

In the energy area, we used sophisticated analysis to develop more compact and lightweight power generators, power

transformers and switchgear. Further, with motors using permanent magnets, research based on various shapes and differing

structures made significant progress.

Finally, in the consumer-related product field, we developed a compact bill processing unit and succeeded in developing

a smaller currency mechanism. We are also continuing with our R&D efforts targeting new energy-related amorphous

photovoltaic cells and fuel cells.

The rapid diffusion of mobile computers is driv-
ing demand for highly shock-resistant glass me-
dia. Building on its technologies that have
allowed low flying height for heads and superior
durability, Fuji Electric is developing bicrystal,
granular magnetic materials that will enable sur-
face density of 5.0 gigabits/inch2.

Fuji Electric is developing a second-
generation semiconductor acceleration
sensor chip for use in automobile air-bag
systems. We have reduced sensor costs
and made rapid improvements in function,
including the ability to react to complex im-
pact patterns.

Technological innovation, along with deregulation, is gaining considerable attention as a means of stimulating the

creation of new businesses and is widely regarded as one of the solutions to Japan’s economic difficulties. In

this environment, the Fuji Electric Group remains committed to providing new products and technologies that

respond to social problems and global requirements. While developing products and technologies that contribute

to environmental protection and meeting the needs of customers and markets, we aim to support renewed

economic growth.

Research and
Development

Fuji Electric is developing induc-
tively coupled plasma (ICP) torch
systems that respond to the
growing public need for reducing
the volume and for detoxification
of processed garbage. We are
currently testing specific process-
ing functions for early commer-
cialization.

R E S E A R C H  A N D  D E V E L O P M E N T
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Since the previous fiscal year, Fuji Electric has rapidly built up its presence in the Chinese market.
Steady efforts are continuously being made in the current fiscal year, focused on the ED&C and
drive systems area. In 1997, we established two joint venture companies with a local partner in
China—Shanghai Fuji Electric Switchgear Co., Ltd., which produces vacuum circuit breakers and
panels, and Shanghai Fuji Electric Transformer Co., Ltd., which manufactures cast-resin molded
transformers. Both of these firms commenced full-scale operations in May 1998.

Further, we are working to expand our representative network in China through Fuji Electric
(Asia) Co., Ltd. in Hong Kong as a base. We are planning to expand our network from 20 liaison
representative offices at present to 40 by 1999. China represents an enormous geographical market
that will be the setting for social infrastructure projects extending into the next century. We will
utilize our Chinese local partners’ marketing bases, which are spread throughout the country, and
establish a network capable of rapidly responding to customer needs in any region.

Atai Fuji Electric Co., Ltd. was established in Taiwan in May 1997 as a manufacturing base
for motor-related equipment. It began operating in November of the same year, demonstrating
further progress in globalizing the ED&C and drive systems area.

Fuji Electric is a pioneer in the field of inverters and is highly regarded as one of the foremost manufacturers of the
product, both in Japan and worldwide. In the field of general-purpose inverters, we have entered a strategic global alliance
with General Electric Company (GE) to achieve a dominant 20% share of the global market, and we are now expanding
aggressively in product development, manufacturing and marketing.

We will form joint venture bases with GE in major world markets. By combining the strengths of both companies—
technology, product development, marketing and brand image—we will supply customers all over the world with products
and services of the highest quality. For example, inverters marketed under the Fuji-GE brand are making a valuable contribu-
tion—not only in further reducing energy costs owing to their low power consumption, but also in the field of control
equipment for conveyors, elevators and cranes.

As part of our alliance with GE, we established a manufacturing base in Mexico and a marketing base in the United
States, which have begun operations. In October 1998, we will begin production of general-purpose inverters in China, a
dramatically expanding market in which Fuji Electric holds a 40% market share.

In the energy area, we are actively forging and reinforcing alliances with overseas corpora-
tions. In the thermal power generation area, we are strengthening a cooperative business relation-
ship with Siemens AG and we will maintain efforts to secure orders in Japan and abroad. We have
won orders, mainly in Southeast Asia, for full turnkey projects involving the construction of
thermal power plants. In the hydropower area, we aim to enter the pumped-storage hydropower
equipment market in Japan and to obtain orders for hydropower plants in the Asian region. We
have formed a joint venture company, Voith Fuji Hydro K.K., with the German company
Voith Hydro GmbH, one of the world’s top manufacturers of hydro turbines, and we will en-
deavor to cut costs through streamlining and to boost our competitiveness in this field. While
strengthening our business tie-ups with such leading international manufacturers, we aim to
acquire the latest technological expertise and foster a more international perspective. At the same
time, we plan to expand our world market share to be a global player in the market.

Global Presence
G L O B A L  P R E S E N C E

24

As competition intensifies on a global scale, Fuji Electric is accelerating its efforts to establish and

operate international manufacturing and marketing bases. We are also actively forming strategic

alliances with prominent overseas corporations. The key factors to succeed in the world market today

are offering competitive prices and the fastest possible service, as well as quality, to customers

anywhere in the world. Therefore, we must globalize our business operations at a faster pace than ever

before. Under these circumstances, every year our overseas business plays a growing role in our core

operations. Efforts are underway to establish a solid management structure and strong operating base

by further globalizing management and human resources.

Bulb turbine runner

General-purpose inverters that Fuji Electric began
marketing in an international alliance with GE of
the United States

Shanghai Fuji Electric Switchgear Co., Ltd. GE Fuji Drives America S.A. de C.V.
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The consolidated financial statements of Fuji Electric Co., Ltd. for the fiscal year ended March 31, 1998, include the
accounts of 44 subsidiaries, the same number as in the previous fiscal year. However, Fuji Facom Corp. and Fuji Electric
Techno Engineering Co., Ltd. changed their corporate names to FFC Limited and Fuji Electric Engineering Co., Ltd.,
respectively.

Net Sales

Consolidated net sales rose 4.0% to ¥982,763 million. On a parent company basis, net sales increased 3.2% to ¥615,662
million, and this was the main contributing factor to consolidated net sales growth.

In the domestic market, sales were adversely affected by falling capital investment in the electric power and manufac-
turing sectors amid an increasingly recessionary tone of the economy. In the overseas market, however, the weak yen
resulted in favorable foreign exchange levels to support exports. Thus consolidated overseas sales grew 7.2% compared
with the previous term.

By product group, net sales of Electrical Equipment advanced 4.9% to ¥369,015 million, accounting for 37.5% of
total net sales. Net sales of Control/Information Systems and Electronic Devices group rose 4.7% to ¥302,643 million,
equivalent to 30.8% of total net sales. In Consumer-Related and Other Products, net sales increased 2.2% to ¥311,105
million, which represented 31.7% of total net sales.

Consolidated Financial Review

Net Income

Increased sales, Group-wide total cost reduction efforts, beneficial foreign exchange levels caused by the weak yen and a
favorable turnaround in the financial balance worked positively on profit growth. However, these positive factors were
offset by falling prices in severe market conditions and a rise in fixed costs. As a result, net income fell 8.6% to ¥7,487
million.

Net income per share edged down ¥0.98 to ¥10.47.
Operating income, which reflects the results of our main operating activities, dropped 8.8% to ¥23,363 million, and

the operating income margin declined from 2.7% in the previous term to 2.4%.
Ordinary income decreased 12.9% to ¥18,707 million. The ordinary income margin also deteriorated from 2.3% in

the previous fiscal year to 1.9%.

Financial  Position

Total assets at the end of the fiscal year amounted to ¥981,332 million, a rise of 4.8% from the previous term’s level of
¥936,552 million. Owing to the increase in total assets, the shareholders’ equity ratio declined 1.0 percentage point, from
19.2% to 18.2%.

1998
1997
1996
1995
1994

982.8
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945.4

890.4

856.3

834.0
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1997
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(¥ billions)
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TOTAL SHAREHOLDERS’
EQUITY

179.8

177.6

177.0

175.0

(¥ billions)

(¥ billions)
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Thousands of
U.S. dollars

Millions of yen (Note 3)

1998 1997 1998

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES:

Short-term bank loans ¥182,208 ¥143,502 $1,380,364
Current portion of long-term debt (Note 5) 3,142 39,214 23,803
Trade payables:

Notes and accounts 204,688 210,268 1,550,667
Unconsolidated subsidiaries and affiliates 22,252 20,741 168,576

Advances from customers 51,793 70,573 392,371
Accrued income taxes (Notes 2 and 9) 9,855 11,085 74,659
Accrued expenses 16,143 22,029 122,295
Other current liabilities 59,330 84,053 449,469

TOTAL CURRENT LIABILITIES 549,411 601,465 4,162,204

LONG-TERM DEBT (Note 5) 190,457 98,623 1,442,856

LIABILITY FOR SEVERANCE PAYMENTS (Note 2) 23,846 22,877 180,652

OTHER LONG-TERM LIABILITIES 6,030 2,308 45,682

MINORITY INTERESTS 33,347 31,445 252,629

CONTINGENT LIABILITIES (Note 10)

SHAREHOLDERS’ EQUITY:

Common stock, ¥50 par value:
Authorized—1,600,000,000  shares
Issued—715,080,369 shares as of March 31, 1998 47,586 — 360,500
Issued—715,080,369 shares as of March 31, 1997 — 47,586 —

Capital surplus 38,397 38,397 290,886
Legal reserve (Note 6) 12,027 11,333 91,114
Retained earnings (Note 7) 80,232 82,519 607,818

178,242 179,835 1,350,318
Less shares of common stock held by the Company (1) (1) (8)

TOTAL SHAREHOLDERS’ EQUITY 178,241 179,834 1,350,310

¥981,332 ¥936,552 $7,434,333

The accompanying Notes to the Consolidated Financial Statements are an integral part of these statements.

Thousands of
U.S. dollars

Millions of yen (Note 3)

As of March 31, 1998 and 1997 1998 1997 1998

ASSETS

CURRENT ASSETS:

Cash and time deposits ¥ 43,593 ¥ 30,650 $ 330,250
Marketable securities (Notes 2 and 5) 109,276 111,641 827,849
Trade receivables:

Notes and accounts 296,406 281,846 2,245,500
Unconsolidated subsidiaries and affiliates 20,658 20,613 156,500
Allowance for doubtful receivables (3,716) (3,567) (28,152)

Inventories (Notes 2 and 4) 185,526 198,260 1,405,500
Advance payments to suppliers 2,338 2,524 17,712
Other current assets (Note 9) 37,794 34,959 286,318

TOTAL CURRENT ASSETS 691,875 676,926 5,241,477

PROPERTY, PLANT AND EQUIPMENT, AT COST (Notes 2 and 5):
Land 24,323 23,925 184,265
Buildings and structures 155,565 144,722 1,178,523
Machinery and equipment 299,657 285,828 2,270,128
Construction in progress 17,955 10,894 136,023

497,500 465,369 3,768,939
Less accumulated depreciation (289,989) (273,480) (2,196,886)

TOTAL PROPERTY, PLANT AND EQUIPMENT 207,511 191,889 1,572,053

INVESTMENTS AND OTHER ASSETS:

Investment securities (Notes 2 and 5):
Unconsolidated subsidiaries and affiliates 24,549 18,349 185,977
Other 23,898 18,935 181,045

Long-term loans receivable 1,611 1,397 12,204
Other investments and other assets (Note 9) 33,885 30,632 256,705
Allowance for losses on overseas investments (539) (539) (4,083)
Allowance for doubtful receivables (1,458) (1,037) (11,045)

TOTAL INVESTMENTS AND OTHER ASSETS 81,946 67,737 620,803

¥ 981,332 ¥ 936,552 $ 7,434,333

The accompanying Notes to the Consolidated Financial Statements are an integral part of these statements.

Consolidated Balance Sheets
Fuji Electric Co., Ltd. and consolidated subsidiaries
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Thousands of
U.S. dollars

Millions of yen (Note 3)

Years ended March 31, 1998 and 1997 1998 1997 1998

NET SALES (Note 2) ¥982,763 ¥945,382 $7,445,174
COST OF SALES 773,839 733,691 5,862,417

GROSS PROFIT 208,924 211,691 1,582,757
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 185,561 186,075 1,405,765

OPERATING INCOME 23,363 25,616 176,992

NON-OPERATING INCOME (EXPENSES):

Interest and dividends received 5,304 5,148 40,182
Interest expense (6,587) (7,674) (49,902)
Other, net (3,373) (1,610) (25,553)

(4,656) (4,136) (35,273)

ORDINARY INCOME 18,707 21,480 141,719
EXTRAORDINARY INCOME (LOSS), NET (Note 8) 55 (40) 417

INCOME BEFORE INCOME TAXES 18,762 21,440 142,136
INCOME TAXES (Notes 2 and 9) 9,999 11,907 75,750

8,763 9,533 66,386
MINORITY INTERESTS IN NET INCOME OF CONSOLIDATED SUBSIDIARIES (1,276) (1,344) (9,666)

NET INCOME ¥ 7,487 ¥ 8,189 $ 56,720

U.S. dollars
Yen (Note 3)

PER SHARE AMOUNTS:

Net income (Note 2) ¥10.47 ¥11.45 $0.079

The accompanying Notes to the Consolidated Financial Statements are an integral part of these statements.

Consolidated Statements of Income
Fuji Electric Co., Ltd. and consolidated subsidiaries

Consolidated Statements of Shareholders’ Equity
Fuji Electric Co., Ltd. and consolidated subsidiaries

Thousands Millions of yen

Number of
shares of Legal Retained
common Common Capital reserve earnings

Years ended March 31, 1998 and 1997 stock stock surplus (Note 6) (Note 7)

BALANCE AT MARCH 31, 1996 715,080 ¥ 47,586 ¥ 38,397 ¥10,644 ¥ 80,941
Net income for the year — — — — 8,189
Increase resulting from increase of consolidated
 subsidiaries — — — — 10
Cash dividends paid — — — — (5,720)
Transfer to legal reserve — — — 689 (689)
Bonuses to directors — — — — (212)

BALANCE AT MARCH 31, 1997 715,080 ¥ 47,586 ¥ 38,397 ¥11,333 ¥ 82,519
Net income for the year — — — — 7,487
Cash dividends paid — — — — (5,720)
Transfer to legal reserve — — — 694 (694)
Bonuses to directors — — — — (248)
Decrease resulting from the change of its method
 of accounting for income taxes (Note 2) — — — — (3,112)

BALANCE AT MARCH 31, 1998 715,080 ¥ 47,586 ¥ 38,397 ¥12,027 ¥ 80,232

Thousands of U.S. dollars (Note 3)

BALANCE AT MARCH 31, 1997 $360,500 $290,886 $85,856 $625,144
Net income for the year — — — 56,720
Cash dividends paid — — — (43,333)
Transfer to legal reserve — — 5,258 (5,258)
Bonuses to directors — — — (1,879)
Decrease resulting from the change of its method
 of accounting for income taxes (Note 2) — — — (23,576)

BALANCE AT MARCH 31, 1998 $360,500 $290,886 $91,114 $607,818

The accompanying Notes to the Consolidated Financial Statements are an integral part of these statements.
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1. BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements have been prepared in accordance with accounting principles and
practices generally accepted in Japan and from the consolidated financial statements filed with the Minister of Finance in
Japan. In preparing these statements, certain reclassifications and rearrangements have been made to the consolidated finan-
cial statements prepared domestically in Japan in order to present these statements in a form that is more familiar to readers
outside Japan. In addition, the accompanying notes include additional information which is not required under accounting
principles and practices generally accepted in Japan.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Principles of consolidation
The accompanying consolidated financial statements include the accounts of the Company and all of its significant majority-
owned subsidiaries (the “Companies”). All significant intercompany accounts and transactions have been eliminated in
consolidation. The Company’s remaining subsidiaries whose net and gross assets and net sales are not significant in the
aggregate in relation to the comparable figures in the consolidated financial statements, have not been consolidated. Invest-
ments in unconsolidated subsidiaries and affiliates are not accounted for by the equity method. The excess of the Company’s
investments in consolidated subsidiaries over its equity in the net assets at the date of acquisition was not material and has
been fully amortized.

b. Foreign currency translation
Current receivables and payables denominated in foreign currencies are translated into Japanese yen at exchange rates in effect
at the respective balance-sheet dates. All other accounts denominated in foreign currencies are translated into Japanese yen at
historical exchange rates. The resulting exchange losses and gains are charged or credited to income.

c. Inventories
Raw materials are stated at cost determined by the most recent purchase price method. Finished goods and work in process
are stated at actual cost determined by accumulated production cost for contract items and average cost for regular produc-
tion items, except that finished goods of certain consolidated subsidiaries are priced by the most recent purchase price
method. In accordance with accounting practices generally accepted in the heavy electric industry, inventories include items
with a manufacturing period exceeding one year.

d. Marketable securities and investment securities
Marketable securities and investment securities are stated generally at cost determined by the moving average method.

e. Depreciation
Depreciation is computed by the declining-balance method at rates based on the estimated useful lives of the assets.

Notes to the Consolidated Financial Statements
Fuji Electric Co., Ltd. and consolidated subsidiaries

f. Liability for severance payments and pension plans
Employees who terminate their services with the Companies are, under most circumstances, entitled to lump-sum severance
payments determined by reference to their current basic rate of pay and length of service. The Companies generally provide
for this liability to the extent of 40% of the amount (equal to the maximum amount permitted under Japanese income tax
regulations) which would be required to be paid if all employees voluntarily terminated their services at the balance-sheet
date. In addition to lump-sum severance payments, the Companies generally operate pension plans to supplement the public
welfare pension plan. Payments to such pension funds, including amortization of past service costs, are charged to income
when made.

g. Research and development costs
Research and development costs are charged to income as incurred.

h. Revenue recognition
Sales of products are generally recognized in the accounts as delivery is made. Sales of installation products are recognized in
the accounts when installation is completed.

i. Income taxes
Income taxes are provided for amounts currently payable for each year.

For the year ended March 31, 1998, the Company has recognized deferred income taxes related to all of the differences
between tax and financial recognition of income and expenses.

j. Net income per share
Net income per share is computed based on the weighted average number of shares outstanding during the respective years.

3. U.S.  DOLLAR AMOUNTS

The U.S. dollar amounts included herein are solely for the convenience of the reader outside Japan and have been translated
from the Japanese yen amounts at the rate of ¥132.00=U.S.$1, the approximate exchange rate on March 31, 1998.

4. INVENTORIES

Inventories at March 31 comprised the following:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Finished goods ¥101,653 ¥109,622 $ 770,098
Work in process 69,809 74,299 528,856
Raw materials 14,064 14,339 106,546

¥185,526 ¥198,260 $1,405,500
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5. LONG-TERM DEBT

Long-term debt at March 31 consisted of the following:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Loans, principally from banks and insurance companies ¥ 33,599 ¥ 27,837 $ 254,539
6.1% ¥ bonds due 1997 — 30,000 —
2.5% ¥ bonds due 2000 20,000 20,000 151,515
2.7% ¥ bonds due 2000 20,000 20,000 151,515
2.95% ¥ bonds due 2001 20,000 20,000 151,515
2.0% ¥ bonds due 2002 20,000 20,000 151,515
2.05% ¥ bonds due 2002 20,000 — 151,515
2.15% ¥ bonds due 2003 20,000 — 151,515
2.25% ¥ bonds due 2003 20,000 — 151,515
2.35% ¥ bonds due 2004 20,000 — 151,515

193,599 137,837 1,466,659
Less: Portion due within one year 3,142 39,214 23,803

¥190,457 ¥098,623 $1,442,856

The amounts of assets pledged as collateral for long-term debt were as follows:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Marketable securities and investment securities ¥ 4,287 ¥ 4,694 $ 32,477
Property, plant and equipment 11,260 11,497 85,303

¥15,547 ¥16,191 $117,780

6. LEGAL RESERVE

The Commercial Code of Japan provides that an amount equal to at least 10% of cash dividends and bonuses to directors
paid be appropriated as a legal reserve until such reserve equals 25% of common stock. This reserve may be used to reduce a
deficit or may be transferred to common stock, but is not available for distribution as dividends. The legal reserve includes a
proportionate share of the changes in the legal reserves of consolidated subsidiaries since their respective dates of acquisition.

7. RETAINED EARNINGS AND DIVIDENDS

Annual appropriation of retained earnings is recorded in the financial year when approved by the shareholders’ meeting.
Interim dividends and the related appropriation of retained earnings are recorded when declared by the Board of Directors.
On June 26, 1998, the shareholders of the Company authorized (1) payment of a cash dividend to shareholders of record on
March 31, 1998 at the rate of ¥4.00 ($0.03) per share, or a total of ¥2,860 million ($21,667 thousand), and (2) a transfer
from retained earnings to the legal reserve of ¥298 million ($2,258 thousand).

8. EXTRAORDINARY INCOME (LOSS),  NET

Extraordinary income (loss), net comprised the following:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Gain on sales of investment securities in subsidiaries and affiliates ¥ — ¥ 516 $ —
Gain on sales of property, plant and equipment 5,193 1,779 39,341
Loss on disposal of property, plant and equipment (—) (1,754) (—)
Loss on liquidation of subsidiaries (4,885) (—) (37,007)
Other, net (253) (581) (1,917)

¥ 55 ¥ (40) $ 417

9. INCOME TAXES

The Companies are subject to corporate income tax, prefectural and municipal inhabitant taxes and enterprise tax, based on
income. Enterprise tax was included in selling, general and administrative expenses in accordance with accounting principles
and practices generally accepted in Japan.

As described in Note 2 (i), in the year ended March 31, 1998, the Company changed its method of accounting for income
taxes. This change in accounting increased net income for the year ended March 31, 1998 by ¥1,166 million ($8,833
thousand).

Deferred income taxes at March 31, were reflected in the accompanying consolidated balance sheets under the following
captions:

Thousands of
Millions of yen U.S. dollars

1998 1997 1998

Other current assets ¥7,003 ¥5,592 $53,053
Other investments and other assets 3,785 2,704 28,674
Other current liabilities 444 — 3,364
Other long-term liabilities 4,022 — 30,470

10. CONTINGENT LIABILITIES

Contingent liabilities at March 31 were as follows:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Notes discounted and endorsed ¥ 8,801 ¥16,204 $ 66,674
Guarantees 27,512 26,605 208,424
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Report of Independent Certified Public Accountants

Showa Ota & Co.

A MEMBER OF ERNST & YOUNG INTERNATIONAL Certified Public Accountants

Hibiya Kokusai Bldg.

2-3, Uchisaiwai-cho 2-chome

Chiyoda-ku, Tokyo 100-0011

Telephone: (03) 3503-1100

Fax: (03) 3503-1197

To the Board of Directors
Fuji Electric Co., Ltd.

We have examined the consolidated balance sheets of Fuji Electric Co., Ltd. and consolidated subsidiaries as of March 31,
1998 and 1997, and the related consolidated statements of income and shareholders’ equity for the years then ended,
expressed in Japanese yen. Our examinations were made in accordance with auditing standards generally accepted in Japan
and, accordingly, included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.

In our opinion, the aforementioned consolidated financial statements present fairly the financial position of Fuji Electric
Co., Ltd. and consolidated subsidiaries at March 31, 1998 and 1997, and the results of their operations for the years then
ended, in conformity with accounting principles generally accepted in Japan applied on a consistent basis except for the
change, with which we concur, in the method of accounting for income taxes as described in Note 2 to the consolidated
financial statements.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended March 31,
1998, are presented solely for convenience. Our examination 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 3 to the consolidated financial
statements.

Tokyo, Japan
June 26, 1998

11. SEGMENT INFORMATION

The Company’s primary business activities include (1) Electrical Equipment, (2) Control/Information Systems and Electronic
Devices and (3) Consumer-Related and Other Products. A summary of net sales, costs and expenses, and operating income by
segment of business activities for the years ended March 31, 1998 and 1997 is as follows:

Millions of yen

Control/Information
Electrical Systems and Consumer-Related Elimination

1998 Equipment Electronic Devices and Other Products and Corporate Consolidated

Net sales
Outside customers ¥369,015 ¥302,643 ¥311,105 ¥ — ¥982,763
Intra-group sales and transfers — — — (—) —

Total 369,015 302,643 311,105 — 982,763
Costs and expenses 366,771 290,948 301,681 (—) 959,400

Operating income ¥ 2,244 ¥ 11,695 ¥ 9,424 ¥ (—) ¥ 23,363

Total assets ¥310,652 ¥317,520 ¥234,843 ¥118,317 ¥981,332

Depreciation and amortization ¥ 7,047 ¥ 21,017 ¥ 3,654 ¥ 115 ¥ 31,833

Capital expenditures ¥ 9,311 ¥ 31,257 ¥ 8,567 ¥ 10 ¥ 49,145

1997

Net sales
Outside customers ¥351,834 ¥289,027 ¥304,521 ¥ — ¥945,382
Intra-group sales and transfers — — — (—) —

Total 351,834 289,027 304,521 — 945,382
Costs and expenses 346,720 278,199 294,847 (—) 919,766

Operating income ¥ 5,114 ¥ 10,828 ¥ 9,674 ¥ (—) ¥ 25,616

Total assets ¥308,228 ¥305,700 ¥214,608 ¥108,016 ¥936,552

Depreciation and amortization ¥ 7,802 ¥ 16,635 ¥ 3,955 ¥ 97 ¥ 28,489

Capital expenditures ¥ 8,805 ¥ 37,833 ¥ 7,560 ¥ 601 ¥ 54,799

Thousands of U.S. dollars

Control/Information
Electrical Systems and Consumer-Related Elimination

1998 Equipment Electronic Devices and Other Products and Corporate Consolidated

Net sales
Outside customers $2,795,568 $2,292,750 $2,356,856 $ — $7,445,174
Intra-group sales and transfers — — — (—) —

Total 2,795,568 2,292,750 2,356,856 — 7,445,174
Costs and expenses 2,778,568 2,204,152 2,285,462 (—) 7,268,182

Operating income $ 17,000 $ 88,598 $ 71,394 $ (—) $ 176,992

Total assets $2,353,424 $2,405,455 $1,779,113 $896,341 $7,434,333

Depreciation and amortization $ 53,386 $ 159,220 $ 27,682 $ 871 $ 241,159

Capital expenditures $ 70,538 $ 236,795 $ 64,902 $ 76 $ 372,311

The overseas sales of the Company and consolidated subsidiaries for the years ended March 31, 1998 and 1997 were
¥145,264 million ($1,100,485 thousand) and ¥135,491 million and accounted for 14.8% and 14.3% of consolidated net
sales, respectively.
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Non-Consolidated Balance Sheets
Fuji Electric Co., Ltd.

Thousands of
U.S. dollars

Millions of yen (Note 3)

As of March 31, 1998 and 1997 1998 1997 1998

ASSETS

CURRENT ASSETS:

Cash and time deposits ¥ 22,508 ¥ 13,978 $ 170,515
Marketable securities, at cost (Notes 2 and 6) 91,049 88,329 689,765
Trade receivables:

Notes and accounts 105,378 102,824 798,318
Subsidiaries and affiliates 51,131 56,048 387,356
Allowance for doubtful receivables (1,849) (1,908) (14,007)

Inventories (Notes 2 and 4) 133,048 145,011 1,007,939
Advance payments to suppliers 8,406 8,043 63,682
Other current assets 21,165 39,374 160,341

TOTAL CURRENT ASSETS 430,836 451,699 3,263,909

PROPERTY, PLANT AND EQUIPMENT, AT COST (Notes 2, 5 and 6):
Land 16,339 16,085 123,780
Buildings and structures 112,283 105,443 850,629
Machinery and equipment 268,735 254,609 2,035,871
Construction in progress 9,744 4,245 73,818

407,101 380,382 3,084,098
Less accumulated depreciation (251,453) (236,290) (1,904,947)

TOTAL PROPERTY, PLANT AND EQUIPMENT 155,648 144,092 1,179,151

INVESTMENTS AND OTHER ASSETS:

Investment securities (Notes 2 and 6):
Subsidiaries and affiliates 44,719 38,027 338,780
Other 14,966 15,132 113,379

Long-term loans receivable 599 675 4,538
Other investments and other assets 11,087 10,785 83,993
Allowance for losses on overseas investments (539) (539) (4,083)
Allowance for doubtful receivables (5) (6) (38)

TOTAL INVESTMENTS AND OTHER ASSETS 70,827 64,074 536,569

¥ 657,311 ¥ 659,865 $4,979,629

The accompanying Notes to the Non-Consolidated Financial Statements are an integral part of these statements.

Thousands of
U.S. dollars

Millions of yen (Note 3)

1998 1997 1998

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES:

Short-term bank loans (Note 6) ¥ 43,680 ¥ 44,825 $ 330,909
Current portion of long-term debt (Note 6) 1,093 31,969 8,280
Trade payables:

Notes and accounts 66,811 87,464 506,144
Subsidiaries and affiliates 110,553 96,302 837,523

Advances from customers 46,258 62,002 350,439
Accrued income taxes (Notes 2 and 10) 5,782 5,059 43,803
Accrued expenses 24,670 27,732 186,894
Employees’ savings deposits — 12,787 —
Other current liabilities 37,093 52,731 281,008

TOTAL CURRENT LIABILITIES 335,940 420,871 2,545,000

LONG-TERM DEBT (Note 6) 166,905 85,695 1,264,432

LIABILITY FOR SEVERANCE PAYMENTS (Note 2) 16,879 15,828 127,871

CONTINGENT LIABILITIES (Note 11)

SHAREHOLDERS’ EQUITY:

Common stock, ¥50 par value:
Authorized—1,600,000,000  shares
Issued—715,080,369 shares as of March 31, 1998 47,586 — 360,500
Issued—715,080,369 shares as of March 31, 1997 — 47,586 —

Capital surplus 38,397 38,397 290,886
Legal reserve (Note 7) 10,779 10,195 81,659
Retained earnings (Note 8) 40,825 41,293 309,281

TOTAL SHAREHOLDERS’ EQUITY 137,587 137,471 1,042,326

¥657,311 ¥659,865 $4,979,629

The accompanying Notes to the Non-Consolidated Financial Statements are an integral part of these statement
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Thousands Millions of yen

Number of
shares of Legal Retained
common Common Capital reserve earnings

Years ended March 31, 1998 and 1997 stock stock surplus (Note 7) (Note 8)

BALANCE AT MARCH 31, 1996 715,080 ¥ 47,586 ¥ 38,397 ¥ 9,613 ¥ 42,161
Net income for the year — — — — 5,524
Cash dividends paid — — — — (5,720)
Transfer to legal reserve — — — 582 (582)
Bonuses to directors — — — — (90)

BALANCE AT MARCH 31, 1997 715,080 ¥ 47,586 ¥ 38,397 ¥10,195 ¥ 41,293
Net income for the year — — — — 5,946
Cash dividends paid — — — — (5,720)
Transfer to legal reserve — — — 584 (584)
Bonuses to directors — — — — (110)

BALANCE AT MARCH 31, 1998 715,080 ¥ 47,586 ¥ 38,397 ¥10,779 ¥ 40,825

Thousands of U.S. dollars (Note 3)

BALANCE AT MARCH 31, 1997 $360,500 $290,886 $77,235 $312,826
Net income for the year — — — 45,045
Cash dividends paid — — — (43,333)
Transfer to legal reserve — — 4,424 (4,424)
Bonuses to directors — — — (833)

BALANCE AT MARCH 31, 1998 $360,500 $290,886 $81,659 $309,281

The accompanying Notes to the Non-Consolidated Financial Statements are an integral part of these statements.

Non-Consolidated Statements of Shareholders’ Equity
Fuji Electric Co., Ltd.

Non-Consolidated Statements of Income
Fuji Electric Co., Ltd.

Thousands of
U.S. dollars

Millions of yen (Note 3)

Years ended March 31, 1998 and 1997 1998 1997 1998

NET SALES (Note 2) ¥615,662 ¥596,513 $4,664,106
COST OF SALES 492,288 469,736 3,729,454

GROSS PROFIT 123,374 126,777 934,652
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 110,336 112,624 835,879

OPERATING INCOME 13,038 14,153 98,773

NON-OPERATING INCOME (EXPENSES):

  Interest and dividends received 5,337 5,188 40,432
  Interest expense (4,805) (5,816) (36,402)
  Other, net (3,062) (3,279) (23,197)

(2,530) (3,907) (19,167)

ORDINARY INCOME 10,508 10,246 79,606
EXTRAORDINARY INCOME, NET (Note 9) 688 378 5,212

INCOME BEFORE INCOME TAXES 11,196 10,624 84,818
INCOME TAXES (Notes 2 and 10) 5,250 5,100 39,773

NET INCOME ¥ 5,946 ¥ 5,524 $ 45,045

U.S. dollars
Yen (Note 3)

PER SHARE AMOUNTS:

  Net income (Note 2) ¥8.31 ¥7.72 $0.063
  Cash dividends 8.00 8.00 0.060

The accompanying Notes to the Non-Consolidated Financial Statements are an integral part of these statements.
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1. BASIS OF PRESENTING FINANCIAL STATEMENTS

The accompanying non-consolidated financial statements have been prepared in accordance with the provisions set forth in
the Commercial Code of Japan and in conformity with accounting principles and practices generally accepted in Japan. In
preparing these statements, certain reclassifications and rearrangements have been made to the non-consolidated financial
statements prepared domestically in Japan in order to present these statements in a form that is more familiar to readers
outside Japan. In addition, the accompanying notes include additional information which is not required under accounting
principles and practices generally accepted in Japan.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Foreign currency translation
Current receivables and payables denominated in foreign currencies are translated into Japanese yen at exchange rates in effect
at the respective balance-sheet dates. All other accounts denominated in foreign currencies are translated into Japanese yen at
historical exchange rates. The resulting exchange losses and gains are charged or credited to income.

b. Inventories
Raw materials are stated at cost determined by the most recent purchase price method. Finished goods and work in process
are stated at actual cost determined by accumulated production cost for contract items and average cost for regular produc-
tion items. In accordance with accounting practices generally accepted in the heavy electric industry, inventories include
items with a manufacturing period exceeding one year.

c. Marketable securities and investment securities
Marketable securities and investment securities are stated at cost determined by the moving average method.

d. Depreciation
Depreciation is computed by the declining-balance method at rates based on the estimated useful lives of the assets.

e. Liability for severance payments and pension plan
Employees who terminate their services with the Company are, under most circumstances, entitled to lump-sum severance
payments determined by reference to their current basic rate of pay and length of service. The Company generally provides
for this liability to the extent of 40% of the amount (equal to the maximum amount permitted under Japanese income tax
regulations) which would be required to be paid if all employees voluntarily terminated their services at the balance-sheet
date. In addition to lump-sum severance payments, the Company operates a contributory pension plan to supplement the
public welfare pension plan. Payments to the pension fund, including amortization of past service costs, are charged to
income when made.

f. Research and development costs
Research and development costs are charged to income as incurred.

g. Revenue recognition
Sales of products are generally recognized in the accounts as delivery is made. Sales of installation products are recognized in
the accounts when installation is completed.

h. Income taxes
Income taxes are provided for amounts currently payable for each year. Deferred income taxes related to timing differences are
not recognized.

i. Net income per share
Net income per share is computed based on the weighted average number of shares outstanding during the respective years.

3. U.S.  DOLLAR AMOUNTS

The U.S. dollar amounts included herein are solely for the convenience of the reader outside Japan and have been translated
from the Japanese yen amounts at the rate of ¥132.00=U.S.$1, the approximate exchange rate on March 31, 1998.

Notes to the Non-Consolidated Financial Statements
Fuji Electric Co., Ltd.

4. INVENTORIES

Inventories at March 31 comprised the following:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Finished goods ¥ 73,032 ¥ 77,680 $ 553,273
Work in process 48,084 54,803 364,273
Raw materials 11,932 12,528 90,393

¥133,048 ¥145,011 $1,007,939

5. DEPRECIATION

Depreciation charges were as follows:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Depreciation charges ¥27,361 ¥23,333 $207,280

6. SHORT-TERM BANK LOANS AND LONG-TERM DEBT

Short-term bank loans are unsecured and represented by short-term notes issued by the Company to banks. Long-term debt
at March 31 consisted of the following:

Thousands of
Millions of yen U.S. dollars

1998 1997 1998

Loans, principally from banks and insurance companies due 1998 to 2009
 with interest rates from 1.90% to 6.90%:

Secured ¥ 991 ¥ 1,522 $ 7,508
Unsecured 7,007 6,142 53,084

6.1% ¥ bonds due 1997 — 30,000 —
2.5% ¥ bonds due 2000 20,000 20,000 151,515
2.7% ¥ bonds due 2000 20,000 20,000 151,515
2.95% ¥ bonds due 2001 20,000 20,000 151,515
2.0% ¥ bonds due 2002 20,000 20,000 151,515
2.05% ¥ bonds due 2002 20,000 — 151,515
2.15% ¥ bonds due 2003 20,000 — 151,515
2.25% ¥ bonds due 2003 20,000 — 151,515
2.35% ¥ bonds due 2004 20,000 — 151,515

167,998 117,664 1,272,712
Less: Portion due within one year 1,093 31,969 8,280

¥166,905 ¥ 85,695 $1,264,432

The amounts of assets pledged as collateral for long-term debt were as follows:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Marketable securities and investment securities ¥ 4,134 ¥ 4,140 $31,318
Property, plant and equipment 7,584 7,577 57,455

¥11,718 ¥11,717 $88,773
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As of March 31, 1998, the aggregate annual maturities of long-term debt during the next five years are as follows:
Millions Thousands of

Year ending March 31 of yen U.S. dollars

1999 ¥ 1,093 $ 8,280
2000 22,316 169,061
2001 21,245 160,947
2002 40,377 305,886
2003 and thereafter 82,967 628,538

¥167,998 $1,272,712

7. LEGAL RESERVE

The Commercial Code of Japan provides that an amount equal to at least 10% of cash dividends and bonuses to directors
paid be appropriated as a legal reserve until such reserve equals 25% of common stock. This reserve may be used to reduce a
deficit or may be transferred to common stock, but is not available for distributions as dividends.

8. RETAINED EARNINGS AND DIVIDENDS

Annual appropriation of retained earnings is recorded in the financial year when approved at the shareholders’ meeting.
Interim dividends and the related appropriation of retained earnings are recorded when declared by the Board of Directors.
On June 26, 1998, the shareholders authorized (1) payment of a cash dividend to shareholders of record on March 31, 1998
at the rate of ¥4.00 ($0.03) per share, or a total of ¥2,860 million ($21,667 thousand), and (2) a transfer from retained
earnings to the legal reserve of ¥298 million ($2,258 thousand), (3) payment of bonuses to directors totaling ¥110 million
($833 thousand).

9. EXTRAORDINARY INCOME, NET

Extraordinary income, net comprised the following:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Gain on sales of investment securities in subsidiaries and affiliates ¥ 380 ¥ 330 $ 2,879
Gain on sales of property, plant and equipment 5,193 1,569 39,341
Loss on liquidation of subsidiaries (4,885) — (37,008)
Loss on disposal of property, plant and equipment — (1,521) —

¥ 688 ¥ 378 $ 5,212

10. INCOME TAXES

The Company is subject to corporate income tax, prefectural and municipal inhabitant taxes and enterprise tax, based on
income. Enterprise tax was included in selling, general and administrative expenses in accordance with accounting principles
and practices generally accepted in Japan.

11. CONTINGENT LIABILITIES

Contingent liabilities at March 31 were as follows:
Thousands of

Millions of yen U.S. dollars

1998 1997 1998

Guarantees ¥25,875 ¥25,223 $196,023

Report of Independent Certified Public Accountants

Showa Ota & Co.

A MEMBER OF ERNST & YOUNG INTERNATIONAL Certified Public Accountants

Hibiya Kokusai Bldg.

2-3, Uchisaiwai-cho 2-chome

Chiyoda-ku, Tokyo 100-0011

Telephone: (03) 3503-1100

Fax: (03) 3503-1197

To the Board of Directors
Fuji Electric Co., Ltd.

We have examined the non-consolidated balance sheets of Fuji Electric Co., Ltd. as of March 31, 1998 and 1997, and the
related non-consolidated statements of income and shareholders’ equity for the years then ended, expressed in Japanese yen.
Our examinations were made in accordance with auditing standards generally accepted in Japan and, accordingly, included
such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the aforementioned non-consolidated financial statements present fairly the financial position of Fuji Electric
Co., Ltd. at March 31, 1998 and 1997 and the results of its operations for the years then ended, in conformity with account-
ing principles generally accepted in Japan applied on a consistent basis.

The U.S. dollar amounts in the accompanying non-consolidated financial statements with respect to the year ended March
31, 1998, are presented solely for convenience. Our examination 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 3 to the non-consolidated
financial statements.

Tokyo, Japan
June 26, 1998
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● Fuji Electric Dalian Co., Ltd.
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 0411-762-2000 Fax 0411-762-2030

● Dalian Fuji Electric Motor Co., Ltd.
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 0411-762-0640 Fax 0411-762-0644

● Fuchunjiang Fuji Electric Co., Ltd.
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 0571-465-1111 Fax 0571-462-1950

● Shanghai Fuji Electric Switchgear Co., Ltd.
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 021-5718-5741 Fax 021-5718-5745

● Shanghai Fuji Electric Transformer Co., Ltd.
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 021-5718-5742 Fax 021-5718-5745

● Shanghai General Fuji Refrigeration
Equipment Co., Ltd.
Temporary  Of f ice
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 021-6501-5035 Fax 021-6501-8470

● Hangzhou Fuji Refrigerating Machine Co.,
Ltd.
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 0571-886-5466, 886-5465
Fax 0571-886-5464

● Suzhou Lanlian-Fuji Instruments Co., Ltd.
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 0512-3452664 Fax 0512-3451954

● Fuji Electric Technology and Service
(Shenzhen) Co., Ltd.
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 0755-220-2745 Fax 0755-220-2745

● Fuji Electric Co., Ltd.
Ta ipe i  Representat ive  Of f ice
TAIWAN
Tel. 02-2561-1255 Fax 02-2561-0528

● Fuji Electric Taiwan Co., Ltd.
TAIWAN
Tel. 02-2515-1850 Fax 02-2515-1860

● Fuji/GE (Taiwan) Co., Ltd.
TAIWAN
Tel. 02-2556-0716 Fax 02-2556-0717

● Atai Fuji Electric Co., Ltd.
TAIWAN
Tel. 03-358-5000 Fax 03-356-4359

● Hong Kong Fujidenki Co., Ltd.
HONG KONG
Tel. 2664-8699 Fax 2664-8040

● Fuji Electric (Asia) Co., Ltd.
HONG KONG
Tel. 2311-8282 Fax 2312-0566

● Fuji Electric Korea Co., Ltd.
KOREA
Tel. 02-780-5011 Fax 02-783-1707

Global Network

● Korea FA Systems Co., Ltd.
KOREA
Tel. 02-598-0654 Fax 02-598-0655

Southeast Asia
● Fuji Electric Co., Ltd.

Bangkok Representat ive  Of f ice
THAILAND
Tel. 02-653-2020 Fax 02-653-2022

● Mahajak International Electric Co., Ltd.
THAILAND
Tel. 02-253-2350 Fax 02-253-2354

● Fuji Electric (Malaysia) Sdn. Bhd.
MALAYSIA
Tel. 04-403-1111
Fax 04-403-1496

● Fuji-Haya Electric Corp. of the Philippines
PHILIPPINES
Tel. 02-892-8886 Fax 02-893-5645

● Fuji Electric Philippines, Inc.
PHILIPPINES
Tel. 02-844-6183 Fax 02-844-6196

● P.T. Bukaka Fuji Electric
INDONESIA
Tel. 021-5266716, 5266717
Fax 021-5266718

● P.T. Fuji Dharma Electric
INDONESIA
Tel. 021-4606247 Fax 021-4610338

● Fuji Electric Co., Ltd.
S ingapore  Representat ive  Of f ice
SINGAPORE
Tel. 479-5531 Fax 479-5210

● Fuji Electric Singapore Private Ltd.
SINGAPORE
Tel. 479-5531 Fax 479-5210

● Fuji/GE Private Ltd.
SINGAPORE
Tel. 533-0010 Fax 533-0021

● Hoei Electronics (S) Private Ltd.
SINGAPORE
Tel. 285-3238 Fax 285-7317

South Asia
● Thermax Fuji Electric Ltd.

INDIA
Tel. 0212-770436 Fax 0212-77-5686

● GE/Fuji Electric Co., Ltd.
CYPRUS
Tel. 5-362580 Fax 5-365174

● Sales base

● Manufacturing base

 Consolidated Companies

• FUJI DENKI REIKI CO., LTD.

• FUJI DISTRIBUTION CO., LTD.

• FUJI ELECTRIC CONSTRUCTION CO., LTD.

• FUJI DENKI SOSETSU CO., LTD.

• FUJI ALLROUND SERVICE CO., LTD.

• FFC LIMITED

• FUJI ELECTRIC ENGINEERING CO., LTD.

• ASAHI KEIKI CO., LTD.

• FUJI KIKI CO., LTD.

• FUJI ELECTRIC TAMA HOEI CO., LTD.

• FUJI ELECTRIC INTERNATIONAL CORP.

• FUJI ELECTRIC FURNACE CO., LTD.

• FUJI ELECTRIC TECHNICA CO., LTD.

• CHICHIBU FUJI CO., LTD.

• IBARAKIFUJI CO., LTD.

• FUJI DENKI SEIKI CO., LTD.

• FUJI EIC CO., LTD.

• TOKAI FUJI ELECTRIC CO., LTD.

• GUNMA FUJI ELECTRIC CO., LTD.

• KANSAI FUJI ELECTRIC CO., LTD.

• HOEI DENKI CO., LTD.

• FUJI ELECTRIC MENIC CO., LTD.

• FUJI ELECTRIC YUTECH CO., LTD.

• KYUSHU FUJI ELECTRIC CO., LTD.

• HOKKAIDO FUJI ELECTRIC CO., LTD.

• TOHOKU FUJI ELECTRIC CO., LTD.

• CHUGOKU FUJI ELECTRIC CO., LTD.

• SHIKOKU FUJI ELECTRIC CO., LTD.

• FUJI ELECTRIC HI-TECH CORP.

• FUJI DENKI MATSUMOTO SERVICE CO., LTD.

• AZUMI FUJI COMPANY

• FUJI ELECTRIC V&C ALTEC CO., LTD.

• FUJI DENKI REIKI SEIZO CO., LTD.

• HOEI PLASTICS CO., LTD.

• FUJI ELECTRIC MIE HOEI CO., LTD.

• FUJI ELECTRIC CORPORATE RESEARCH AND DEVELOPMENT LTD.

• FUJI ALMACS CO., LTD.

• FUJI LIFE CORP.

• FUJI ELECTRIC FINANCE AND ACCOUNTING SUPPORT CO., LTD.

• FUJI/GE PRIVATE LTD.

• FUJI ELECTRIC (ASIA) CO., LTD.

• U.S. FUJI ELECTRIC INC.

• HONG KONG FUJIDENKI CO., LTD.

• FUJI ELECTRIC GMBH

(As of March 31, 1998)

AMERICA

● Fuji Electric Corp. of America
Head Of f ice
U.S.A.
Tel. 201-712-0555 Fax 201-368-8258
Los Angeles  Of f ice
Tel. 714-251-9600 Fax 714-251-9611
Fremont  Of f ice
Tel. 510-438-9700 Fax 510-438-9753

● U.S. Fuji Electric Inc.
U.S.A.
Tel. 908-560-9410 Fax 908-457-0042

● Fuji Hi-Tech, Inc.
U.S.A.
Tel. 510-651-0811 Fax 510-651-9070

● GE Fuji Drives America S.A. de C.V.
MEXICO
Tel. 08-154-7000 Fax 08-154-7007

● Fujinor S.A.
BRAZIL
Tel. 031-291-5161 Fax 031-291-5459

EU

● Fuji Electric Co., Ltd.
Er langen Representat ive  Of f ice
F.R. GERMANY
Tel. 09131-729613, 729630
Fax 09131-28831

● Fuji Electric GmbH
F.R. GERMANY
Tel. 069-6690290 Fax 069-6661020

● Fuji Electric Co., Ltd.
London Representat ive  Of f ice
U.K.
Tel. 0181-233-1166 Fax 0181-233-1160

● Fuji Electric (U.K.) Ltd.
U.K.
Tel. 0181-233-1130 Fax 0181-233-1140

● Fuji Electric (Scotland) Ltd.
U.K.
Tel. 013552-34111 Fax 013552-38810

● Fuji Electric France S.A.
FRANCE
Tel. 04-73-98-26-98 Fax 04-73-98-26-99

ASIA

East Asia
● Fuji Electric Co., Ltd.

Beijing Representative Office
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 010-6505-1263, 1264
Fax 010-6505-1851

● Fuji Electric Co., Ltd.
Hangzhou Representat ive  Of f ice
THE PEOPLE’S REPUBLIC OF CHINA
Tel. 0571-704-5454 Fax 0571-704-3089
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Directors and Auditors

President
and Representative Director

Kunihiko Sawa

Executive Managing Directors

Yasuhiro Nakao Kiyohisa Yoshigae Yasuo Tani

Executive Vice Presidents and Representative Directors

Takeo Kato Tetsunosuke Ishibashi Katsuhiro Ose

Yuki Ito

Directors
Tadashi Sekizawa Günter Wilhelm Yoshiyuki Uchida Akira Tajiri Masahiko Miyagawa
Takayoshi Nishioka Hisashi Komamura Yuichiro Nagai Yoshihisa Inoue Takao Yashima
Yasuyuki Kohara Shigeaki Hori Toshihide Yamaguchi Kazuo Sekiguchi Takasuke Kodama
Kuniyoshi Saito Ikuo Sadakawa Haruo Ito

Standing Auditors
Hisashi Tawarada Isao Ueda Susumu Baba

Auditors
Yasuyuki Wakahara Mitsuo Kondo

(As of June 26, 1998)

Yasumasa Umesato Kuniyasu Takeda

Kuniyasu Takeda

Tetsunosuke Ishibashi

Katsuhiro Ose

FUJI  ELECTRIC CO.,  LTD.

HEAD OFFICE:

12-1, Yurakucho 1-chome, Chiyoda-ku,

Tokyo 100-8410, Japan

ESTABLISHED:

August 29, 1923

SHARES OF COMMON STOCK ISSUED AND OUTSTANDING:

715,080,369

PAID- IN CAPITAL:

¥47,586,067,310

NUMBER OF SHAREHOLDERS:

60,681

NUMBER OF EMPLOYEES:

12,580

(As of March 31, 1998)
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