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1. Business results for the year ending March 31, 2005 (April 1, 2004 -- March 31, 2005)  
(1) Results of operations on a consolidated basis Note: Amounts less than one million yen are not shown. 
 Net Sales Operating Income Ordinary Income 

  ¥mil %  ¥mil %  ¥mil %
For the year ending 

March 31, 2005 
For the year ending 

March 31, 2004 

 387,053 4.1
 
 371,943 13.1

 24,756 35.6 
 
 18,255 - 

 22,401 46.0
 

 15,339 - 

 

 Net Income 
Net Earnings

per Share 

Diluted Net 
Earnings 
per Share 

Net Income/ 
Shareholders’ 

Equity 

Ordinary 
Income/ 

Total Assets 

Ordinary 
Income/ 

Net Sales 
  ¥mil %  ¥  ¥  %  %  %

For the year ending 
March 31, 2005 

For the year ending 
March 31, 2004 

 9,372 (61.4) 
 
 24,300 -  

 38.43
 
 99.84

 35.53
 
 96.66

 5.7 
 
 16.6 

 5.6 
 

 4.0 

 5.8
 

 4.1

(Notes) 
1) Profit or loss from investments in subsidiaries and affiliates accounted for by the equity method: 

For the year ending March 31, 2005 ¥1,060 million 
For the year ending March 31, 2004 ¥1,239 million 

2) Average number of shares on a consolidated basis 
For the year ending March 31, 2005 243,243,513 shares 
For the year ending March 31, 2004 243,147,636 shares 

3) Change of accounting method: None 
4) Presentation of percentages in the above list shows increase or decrease ratio in comparison with the 

corresponding period of the previous fiscal year.  
 
(2) Financial conditions on a consolidated basis Note: Amounts less than one million yen are not shown. 
 Total Assets Shareholders’ Equity Shareholders’ Equity 

Ratio 
Shareholders’ Equity

per Share 
  ¥mil ¥mil %  ¥

For the year ending 
March 31, 2005 

For the year ending 
March 31, 2004 

 400,268  
 
 397,415  

 168,751 
 
 160,346 

 42.2  
 
 40.3  

 693.75 
 
 658.97 

(Note) Number of shares issued at end of period (consolidated) 
Year ending March 31, 2005 243,208,024 shares 
Year ending March 31, 2004 243,293,547 shares 

 
(3) Consolidated Cash Flow Status Note: Amounts less than one million yen are not shown. 

 Net cash provided by 
operating activities 

Net cash provided by 
(used in) investment 

activities 

Net cash used in 
financing activities 

Cash and cash 
equivalents at the end 

of period 
  ¥mil  ¥mil  ¥mil  ¥mil

For the year ending 
March 31, 2005 

For the year ending 
March 31, 2004 

 18,275  
 
 8,299  

 (11,221) 
 
 (10,171) 

 (1,305)  
 
 (11,353)  

 40,091 
 
 34,417 

 

Member, Financial Accounting Standards Foundation 
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(4) Matters concerning the consolidated subsidiaries and affiliates as to investments in which the equity method of 
accounting has been carried out: 

Number of consolidated subsidiaries: 80 
Number of unconsolidated subsidiaries as to investments in which the equity method of accounting has been 
carried out: 4 
Number of affiliates as to investments in which the equity method of accounting has been carried out: 12 

 
(5) Changes of the extent of consolidation and companies as to investments in which the equity method of 

accounting has been carried out: 
Consolidated subsidiaries  Newly included: 1 Exclusions: 3 
Companies as to investments in which the equity method of accounting has been carried out   
 Newly included: - Exclusions: 1 

 
2. Business forecast for the year ending March 31, 2006 (April 1, 2005 -- March 31, 2006) 

 Net sales Ordinary income Net income 
  ¥mil ¥mil ¥mil

For the half year ending 
Sep 30, 2005 

For the year ending 
March 31, 2006 

180,000 
 

400,000 

 8,000 
 

 30,000 

 3,000 
 

 15,000 

(Reference) 
Earnings per share expected for the year ending March 31, 2006 on a consolidated basis: ¥61.68 

 
The above forecasts are based on information available at the time this document was released and assumptions 
regarding uncertain factors that may have an effect on future performance made at the time this document was 
released. Actual performance may vary greatly due to a variety of factors. Please refer to page 14 of the appendix for 
notes of caution on the assumptions used in performance forecasts and the use of performance forecasts. 
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1. Status of the Yokogawa Group 
 

The Yokogawa Group consists of Yokogawa Electric Corporation (“the Company”), 89 subsidiaries, and 17 
affiliated companies. The major businesses of the group companies and businesses pertaining to each 
company in the group by segment are as follows: 

Note that business activities are classified as either (1) the measurement, control, and information 
equipment business segment, or (2) the other businesses segment. This classification is based on a 
consideration of product affiliations and market similarities. 

 
(1) The measurement, control, and information equipment business: 97 companies 
In this business segment, products manufactured by consolidated subsidiaries such as Yokogawa Electronics 
Manufacturing Corporation, Yokogawa Electric China Co., Ltd., and Yokogawa Electric Asia Pte. Ltd. are 
sold in Japan by the Company. Certain consolidated subsidiaries located outside Japan, mainly Yokogawa 
Engineering Asia Pte. Ltd. in Southeast Asia, Yokogawa Europe B.V. in Europe, and Yokogawa Corporation 
of America in the United States, add some of their own products and conduct sales, engineering services, 
and after-sales services in their home regions. 

The Company and Yokogawa Denshikiki Co., Ltd. are also engaged in the manufacture and sale of marine 
equipment. 
 
(2) Other businesses: 11 companies 
Yokogawa Pionics Co., Ltd. handles operations relating to real estate, while Yokogawa Human Create 
Corporation acts as a temporary staffing agency. 
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Business Overview 
The following diagram illustrates the relations of the companies in the Yokogawa Group. 
 

 
 
 

<In Japan> <Outside Japan> 

<Production & sales companies> 
Yokogawa Electronics Manufacturing Corp. (control and information equipment) 
Yokogawa Denshikiki Co., Ltd. (Marine equipment) 
Yokogawa System Engineering Corp. (software design) 
Yokogawa M&C Corp. (measuring instruments) 
YDC Corp. (software design) 8 other companies 
*1 Kokusai Printing Corp. 1 other company 
*2 Yokogawa AIM Corp. (control & information equipment) 1 other company 
*3 Yokogawa Analytical Systems. Inc. (analytical equipment) 
*3 Omega Simulation Co., Ltd. 2 other companies 
*4 Metron Giken Co., Ltd. 

The measurement, control, and information equipment business 

<Production & sales companies> 
Yokogawa Europe B.V. 
(measurement, control, and information equipment) 
Yokogawa Electric Asia Pte. Ltd. 
(measurement, control, and information equipment) 
Yokogawa Engineering Asia Pte. Ltd. 
(measurement, control, and information equipment) 
Yokogawa Corporation of America 
(measurement, control, and information equipment) 
Yokogawa Electric China Co., Ltd. 
(measurement, control, and information equipment) 
Suzhou Yokogawa Meter Company 
(measuring instruments) 
Rota Yokogawa GmbH & Co., KG (control equipment) 
Yokogawa India Limited 
(measurement, control, and information equipment) 15 other companies 
*3 MIE Industrial Sdn. Bhd. 

<Sales companies> 
Yokogawa Australia Pty. Ltd. 29 other companies 
*1 Ando Europe B.V. 
*3 Yokogawa Kontrol (Malaysia) Sdn. Bhd. 1 other company 

(Notes) 
No indication : Consolidated subsidiary 

*1 : Unconsolidated subsidiary 
*2 : Unconsolidated subsidiary as to investments in which the equity method has been carried out 
*3 : Affiliated company as to investments in which the equity method has been carried out 
*4 : Affiliated company as to investments in which the equity method has not been carried out 

Y
okogaw

a Electric C
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aintenance services)

Products
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Parts

Products
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Parts
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[Customers in Japan] [Customers outside Japan] 

<Maintenance and other businesses> 
Yokogawa Field Engineering Service Corp. 
 (maintenance services)  
 3 other companies 
*2 Waseda University Learning Square Corp. 
*3 Internet Node Inc. 

Yokogawa Pionics Co., Ltd. (real estate agent) 2 other companies 
*1 Yokogawa Office Service Corp. 
*2 Yokogawa Foundry Corp. 1 other company 
*3 Yokogawa Rental & Lease Corp. (rental and leasing activities) 
 1 other company 
*4 Yokogawa Q & A Corp 

<Other businesses> 

The measurement, control, and information equipment business

<Sales companies> 
Yokogawa Trading Corp.  
Yokogawa & Co., Ltd. 
*3 Yokogawa Denyo Corp. 
*4 Yokogawa Shikaden Co., Ltd. 

<Maintenance and other businesses> 
Plant Electrical Instrumentation Pte. Ltd. 4 other companies 
*1 Ando Electric Taiwan Co., Ltd. <英文名称が判りませんでした>  
*4 E and I Solution Co., Ltd. 

Yokogawa Reinsurance Ltd. (group reinsurance) 
+ 1 other company 

<Other businesses> 

Maintenance Maintenance

Products

Products

Parts

Products

Parts
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2. Management Policies 
(1) Core Management Policies 

In keeping with the core goals of VISION-21 and ACTION-21, announced in January 2000, and 
embracing the corporate strategy of aiming at sound and profitable management, the Company has 
pursued a business strategy of bringing about innovations in business structure and group management. 

The Company is reforming its business structure by aiming to increase profitability through greater 
efficiency in its industrial automation and control business, particularly within the market for plant 
control systems, while also taking steps to increase orders in overseas control markets that are anticipated 
to grow in the future. The Company is also transforming its business structure by injecting more of the 
Group’s resources into markets and industries that appear poised for growth and prosperity in the years 
ahead, namely semiconductors, optical communications, and life sciences, implementing several 
programs to reach the quantitative milestones it has set for achievement by fiscal year 2005. 

To bring about innovations in Group management, we have embarked on a quest to maximize 
consolidated operating income through the realignment and consolidation of Group companies and other 
efforts designed to build a foundation to fortify the Group’s management structure. 

 
(2) Policy on Appropriation of Profit 

Taking into consideration such factors as strengthening our consolidated business performance and 
financial standing while aiming at the establishment of a stable corporate foundation, the Company is 
committed to the consolidated payment of dividends, recognizing that the consolidated payout ratio of 
dividend to shareholders is one of its most important policies.  

In the interest of achieving the goals set out in our corporate strategy and bolstering consolidated 
Group performance, an internal reserve will be secured to prepare for the financial requirements of 
essential new business ventures and the development of new products for growing markets. The funds 
will be actively invested into the development of these new products with the aim of increasing our 
consolidated business performance.  

 
(3) Policy on Reduction in the Minimum Trading Unit of Shares 

The Company recognizes that improving the liquidity of its shares to encourage the participation of more 
diverse investors is a matter of top management priority. Based on this policy, as of December 1, 2004, 
we have reduced the minimum trading unit from 1,000 to 100 shares. 

 
(4) Management Targets 

We have worked towards our first consolidated management milestone targets to be reached by fiscal 
2005, through the steady implementation of the core strategies outlined in January 2000 by VISION-21 
and ACTION-21 for our principal business domains. These targets are a consolidated operating income of 
50 billion yen, consolidated net sales of 500 billion yen, a consolidated ROA of 5 percent, and a 
consolidated ROE of 10 percent. Our strive to reach this target will not change, however, as our 2005 
management strategy we have set absolute minimum goals of a consolidated operating income of 35 
billion yen, consolidated net sales of 400 billion yen. 

 
(5) Medium and Long-term Business Strategies 

The Company has classified its operations into key business domains: the industrial automation and 
control business, the testing and measurement business, the information services business, and the aviation 
and industry support businesses.Yokogawa is now pursuing an aggressive business strategy in each of 
these domains, the core strategies for which are outlined below. 

 
Industrial Automation and Control Business 
Yokogawa is actively expanding this business, with a target of becoming No. 1 globally in the industrial 
automation and control field by 2010.  

Whilst increasing our share and bolstering our revenue base in the Japan industrial automation and 
control market, we will develop our infrastructure and actively focus resources to prepare for increased 
order volume in the international marketplace, where large-scale projects continue to be actively 
planned. 

We will actively increase our share in the Japan industrial automation and control business by 
differentiating Yokogawa from rival companies through our research and development-backed, highly 
reliable products, and our ability to provide total solutions in response to customers’ needs. In addition, 
by strengthening project revenue management, we aim to bolster our revenue base in the domestic 
industrial automation and control business. Extending this policy across the globe, we aim to improve 
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the profitability of our industrial automation and control business as a whole. 
In addition to the Singapore Development Center (SGDC), which develops software packages, and the 

Global Engineering Solution Center (GESC), our latest expansion into the international marketplace was 
the launch of Yokogawa Electric International Pte. Ltd. to serve as an international business control 
center. Founded in Singapore in April 2005, this center will control from a global perspective the 
establishment of basic strategies, operations, engineering, and service functionality. 

In the booming Chinese marketplace, we aim to expand our business through actively adding 
resources, and our goal is to reach a market share of 30% or more and net sales of 120 billion yen by 
2010. 

 
The Company is also working to increase profitability through the reduction of overall business costs, 
achieved by transferring production facilities outside Japan and adopting an improved engineering 
system that effectively utilizes high-grade international resources. Furthermore, in addition to providing 
highly reliable new products and optimal system solutions targeting the global market, the Company 
will continue to bolster its industrial automation and control business by expanding its service 
organization to respond to the needs of its customers. 

 
Test and Measurement Business 
Yokogawa is expanding the Company’s business presence in the semiconductor market and markets for 
communications and measurement equipment through the strategic debut of competitive new products. 
In the market segment for semiconductor testers, the Company is expanding operations with a product 
strategy matched to the testing needs of our customers, geared to the provision of memory IC chips and 
LSI systems for use in mobile information terminals and digital consumer electronics. The Company is 
also expanding its operations in the communication and measuring instruments business by, based on 
customers’ needs, expanding its line of high-frequency measuring instruments for the development of 
next-generation telecommunications network equipment and information appliances. We are utilizing 
the latest semiconductor and measurement technologies to perfect and commercialize measuring 
instruments for optical communications systems and wireless measuring instruments, which are 
essential for the structure of broadband communications. 

The Company will also work towards launching new operations, aggressively exploring the market of 
life sciences by focusing its resources on areas such as drug development and medical research. 

 
Information System Business 
Yokogawa is expanding its business in medical imaging and information systems, a market segment 
where the Company already commands a strong share. Furthermore, it is providing competitive 
solutions primarily for the manufacturing industry that is striving to improve business efficiency with 
information technology. The Company is also actively working to expand its business in the areas of 
security, energy-conservation, ecology, and facility which are essential parts of the infrastructure for our 
ever-expanding network society. 

 
Aviation and Industry Support Businesses 
Together with its original government-oriented business, Yokogawa is expanding operations in the 
aviation industry by working more aggressively to accommodate private sector demand. Using the latest 
measurement technology, Yokogawa aims to actively expand its business into new areas such as 
magnetoencephalographs that measure brain functions. 

 
(6) Challenges for the Company 

With measurement, control, and information as its core technologies, the Company has continued to 
strengthen its ability to provide solutions to customer issues, create added value, and help businesses run 
more efficiently. These activities will be further enhanced and established as we aim to become a true 
solution provider offering added value and high profitability. In order to achieve this, we will strengthen 
our capability to provide consistent total solutions throughout the entire life cycle of the products in each 
of our business areas. While strengthening the business structure for steadily securing high revenue in our 
backbone industrial automation and control business, and adding resources to our international operations, 
we are improving the efficiency and speed of product development in the communication and 
measurement businesses, increasing responsiveness to market needs and building an organization that is 
highly profitable. The Company will also work to expand its semiconductor tester business by attracting 
new customers and introducing new products that meet the needs of the market in a timely fashion. We 
will also accelerate the launch of new operations that are anticipated to grow in the future, such as the 
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optical communications device and life science businesses. To improve production efficiency on a global 
scale, including Japan, another of our targets is to reduce production costs and improve product quality 
throughout the Group as a whole.  

To produce further gains in operational efficiency, the Company will not only focus on the main 
operational processes of product development, production, delivery, and service, it will work towards 
improving the quality of management of the group as a whole, including related areas such as sales 
activities and the administrative functions of the organization. 

 
(7) Basic Stance on Corporate Governance and Relevant Measures Already Implemented 

The Company is well aware that the basic mission of corporate management lies in the maximization of 
benefits to shareholders. Corporate governance has been positioned as the mechanism to fulfill this 
mission, and we are working to strengthen its functions. We consider the main functions mandated by 
shareholders to be the monitoring of corporate strategies and their implementation by the Board of 
Directors, and the monitoring of the Board of Directors by the Board of Corporate Auditors. One of our 
basic policies is to strengthen corporate governance by enhancing transparency, objectivity, and validity 
of management through the reinforcement of these two functions. 

Based on this policy, one outside director has been appointed to provide objective and broad ranging 
advice. Furthermore, at the 129th ordinary general meeting of shareholders to be held in June 2005, it is 
planned to appoint one more outside director. The company will have a total of five auditors, three outside 
and two internal. The establishment of a group-wide board of auditors assists in the creation of an 
organization that allows more comprehensive auditing of the entire group, in a way that is more suited to 
consolidated management. 

In the area of compliance, the Company established the Standard of Business Conduct for the 
Yokogawa Group in the interest of cultivating a culture that encourages each and every employee to act in 
accord with a strong sense of corporate ethics. There is also a focus on education, in conjunction with 
compliance training, to ensure the standards are implemented. In addition, an Audit and Compliance 
Headquarters has been established to ensure compliance with the Standard of Business Conduct and legal 
ordinances. 
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<Diagram of Yokogawa’s Corporate Governance Structure> 
 

（*1） Crisis Management Office, Corporate Marketing Headquarters, Management Administration Headquarters, Corporate Research and Development Headquarters,

Target Costing Headquarters 
（*2） Information Security, Health and Safety, Environmental, Product Liability, Export Management Board, etc.

Audit Report
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CEO
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Instructions/Orders

General Shareholders’ Meeting
Delegation Delegation 
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Board of Directors Board of Auditors 

Audit
 

Supervision/Monitoring 
（External Audit）（Execution of Duties）

Audit

Ｐｒｏｐｏｓａｌｓ 
/Checks 

Instructions/Orders
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3. Business Results and Financial Condition 
 
(1) Business Results 

<General Overview> 
The core business of industrial automation and control performed well overall, with continued active 
international markets in addition to firm capital investment in the Japanese market. The semiconductor 
market, which is a key area in the measurement business, as a whole saw large increases in sales through 
active development and capital investment in the memory tester area, despite a slowdown in digital 
consumer electronics at the end of last year that reduced investments in the logic tester and SOC tester 
markets. Sales for the communication and measurement business were effected by a slump in the optical 
communications market. Overall, however, sales increased dramatically. 

The Company worked to expand orders and improve sales by employing an active marketing strategy to 
increase orders from existing customers while also acquiring new customers. Meanwhile, whilst reducing 
manufacturing costs on a global perspective, the Company also approached ways for adding value across 
the whole operating process, from product design and development to sales activities, through drastic cost 
restructuring. 

Performance in the period ending March 31, 2005 was as follows: 
 

<<Consolidated>> 
Net sales 387.0 billion yen (15.1 billion yen up from previous year) 
Operating income 24.7 billion yen (6.5 billion yen up from previous year) 
Ordinary income 22.4 billion yen (7.0 billion yen up from previous year) 
Net income 9.3 billion yen (14.9 billion yen down from previous year) 

 
<<Non-Consolidated>> 

Net sales 249.7 billion yen (29.5 billion yen up from previous year) 
Operating income 13.7 billion yen (5.9 billion yen up from previous year) 
Ordinary income 15.8 billion yen (7.3 billion yen up from previous year) 
Net income 10.5 billion yen (9.8 billion yen up from previous year) 

 
<Results by Business Segment> 
Industrial Automation and Control Business 
The plant-control-system-centered industrial automation and control business has continued to grow with 
active investment in large-scale projects outside Japan, centered mainly on petroleum, petrochemical and 
natural gas. In this favorable business environment, our research and development of highly-reliable 
products and the strong ratings of our project performance have led to the Company receiving many 
project orders. These strong ratings are leading to further orders, providing a positive circle of growth. In 
the growing international marketplace a continous stream of large-scale projects are underway, and the 
Company plans to actively focus resouces into this international marketplace, with a goal of reaching the 
global No. 1 position by 2010. 

As a part of this effort, a center has been established in Singapore to develop manufacturing control 
system applications. Being based in Singapore has many merits, such as staff skilled in both the English 
and Chinese languages, and a location that is within close proximity to the expected market growth in the 
Middle East, India, ASEAN, and China. The Company has created the framework to actively focus on 
customers’ needs from a global perspective, developing software and delivering solutions for 
English-speaking markets. 

On another front, the Company has worked to expand its industrial automation and control operations in 
North America through proactive sales activities in the region. Expanding our future business through a 
contract with Honeywell Inc. (US) to sell our field equipment in the global market, we have also 
constructed a new engineering center in Houston, Texas, the home of the world’s energy industry and a 
hub for the head offices of many of the world’s leading oil refining, petrochemical, and engineering 
companies.  

As a result of market-oriented economic reform, the instrument and control business is the foundation of 
industrial development in the rapid growth of China. Redirecting our domestic resources and focusing on 
this market, we aim to accelerate the growth of our market share in China. 
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In the Japan market, replacement demand centered on the materials industry is beginning to move strongly. 
Whilst bolstering our revenue base through strengthened revenue management systems for each individual 
project, we have actively worked to develop orders. Strengthening our profit management framework 
evenly around the globe from now on, we aim to increase the profitability of our industrial automation and 
control business even further.  

 

Test and Measurement Business 
The main markets of the test and measurement business, the semiconductor related markets, were affected 
by a slump in demand for digital consumer electronics, entering a period of adjustment. From the second 
quarter there was a subsequent fall in orders for SOC testers, centered on testers for LCD drivers. On 
another front, in the first stages of our core new memory testers, co-developed with Ando Electric Co., Ltd., 
orders from current customers continue to grow, and progress has been made in exploring new customer 
markets, giving large growth in both orders and sales compared to the previous year. 
 
Actively responding to the needs of the semiconductor market, where technical innovation is prominent, we 
will continue to inject new products such as testers for LCD drivers, logic testers, and memory testers, 
expanding our market share and actively exploring new customer markets. 
 
In the communication and measurement business, to obtain the highest level of synergy with Ando Electric 
Co., Ltd., improve product development efficiency and development speed, and strengthen our ability to 
deal with market needs, we have centralized at our head office (Musashino) resources related to the 
communication and measurement business. Our sales and development divisions were unified, creating a 
structure to rapidly reflect customer needs in product development. However, the continued slowdown in 
the main markets, the optical communications related markets, has placed the communication and 
measurement business in a difficult situation.  
 
In research and development, along with actively tackling the strengthening of our high-value-added 
product lineup, we have begun to work on the development of advanced technology with the future in mind, 
centered on measurement technology for 40 Gbit/s optical communications, the next generation of 
communications technology. 
 
Yokogawa has also produced a product that puts widespread use of flat-panel displays, such as thin-type 
televisions, on the horizon. The large size – high precision XY Bridge Stage was developed and released, 
capable of accommodating up to 8th generation glass substrates as large as 2200 mm x 2400 mm. This 
revolutionary product matches the quality, turnaround-time, and cost required by the market, and as the 
market upgrades to 8th generation facilities we will expand our active promotion of this product. 

 
Information Services Business 

In the information services businesses, we conducted business operations by focusing resources on areas in 
which we can exhibit our strengths. We directed our efforts toward the business for medical imaging and 
information systems, while offering solutions to our customers in the manufacturing industry that help them 
run their businesses more efficiently.  

 
Aviation and Industry Support Businesses 

While working to expand our business in the private sector centered on flat panel displays for Airbus 
(Europe), we also worked to increase orders by focusing on magnetoencephalographs, which now qualify 
for coverage under medical treatment compensation plans. 

 
<Business Outlook> 
The group will strive to increase our ability to offer solutions that help our customers run their businesses 
more efficiently. We will establish a global business model that is lauded by customers for creating added 
value by revealing issues faced by customers and providing solutions to these issues. In doing so, we aim 
to increase profitability and become a company that offers added high-value and high profitability.  

We are aiming to reach the global No. 1 position in the industrial automation and control field by 2010, 
and the key to this will be growth in the international marketplace. Yokogawa Electric International Pte. 
Ltd. was hence established to control, accelerate, and expand our international business, and in particular, 
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the industrial automation and control business. Located in Singapore, this new company has the aim of 
controlling the sales and engineering service functions, as well as the establishment of strategies and goals 
for the international marketplace, with a global perspective. Directing our attention internationally, the 
Group will make efficient use of resources around the globe, accelerating and expanding our international 
business.  

Expanding our business in the booming Chinese marketplace as well as in the South Korean and 
Taiwanese markets, we are actively working towards expanding both operations and orders received. 
Increasing management personnel as well as focusing our resources, we will actively expand with the aim 
in China of generating 120 billion yen in sales and securing a 30% share of a market that is projected to 
total 400 billion yen in 2010.  

The Japan industrial automation and control market is expected to enter full swing in the near future due to 
increased streamlining and efficiency provided by upgrades of plants in the 1980s and 90s. Using the 
reliability of our products and technologies, as well as our ability to offer total solutions in response to the 
needs of customers as leverage, we will actively work to expand our market share.  

In the semiconductor tester business of the test and measurement sector, we will work actively to receive 
increased orders from existing customers while also acquiring new customers, through the timely release 
of highly competetive newly developed products. There are also signs of recovery in the optical 
communciations market of the communication and measurement business, and we are aiming for an 
increase in sales and orders by concentrating on marketing in this area, reducing the development time of 
new products, and the timely introduction of strategic products into the market that meet customers’ needs.  

The development of futuristic, distinctive new businesses and technologies is a crucial issue for 
Yokogawa’s business. In January of this year the Company entered the field of optical modules and optical 
communications devices by successfully transmitting video through a 40 Gbit/s optical packet switch. 
Optical packet switches will be a core technology in the next generation of communication networks and it 
was believed the practical application of such technology would not be possible until around 2015. 
However, based on our compound semiconductor technology, Yokogawa has outshone all other companies 
to succeed in this goal. The optical communication network market is expected to grow significantly from 
massive infrastructural investment, and we aim to expand our operations and establish our products as the 
de facto standard in this area. The confocal microscope is also being adopted in universities and research 
institutions throughout the world, and we will actively focus on market development in this area as the 
technology is expected to have applications in the development process of pharmaceuticals and drug 
discovery.  

In April 2005 we began construction of a magnetoencephalograph research and development center in 
Kanazawa City (Ishikawa Prefecture) which will be used for brain function research and clinical activities. 
We will be focusing especially on expansion in this field, exploring the new markets of medical research 
and drug discovery, linking this to the launch of our life science operations.  

Cost reform for Yokogawa has not been about how much costs can be cut, but rather, we have worked on 
the principal of creating products that match the market prices. To further increase the effects of this 
principal, a cost planning headquarters will be established, accelerating cost reform by concentrating the 
resources of the whole company. In addition, to secure the tradition of quality, turnaround-time, and cost in 
our process technology, a specialist body known as the Center for Manufacturing Excellence will 
consolidate the high levels of processing expertise required for high added value manufacturing, educating 
our workforce in the traditions of this expertise.  

While we will continue to work to boost sales through the improvement of existing business and the 
development of new markets, we also intend to engage in cost reductions and increase income in the hope 
of meeting the expectations of our shareholders.  

 
<Operational Risks> 
Risks Arising from the Economic Situation 
Yokogawa's business is easily affected by changes in economic trends, in particular, private capital 
investment. Affected by the continued slowdown from the early 1990s collapse of the bubble economy, 
our customers too have suffered constraints on capital investment and expenditure. This period showed 
signs of hope for the economy with private capital investment moving forward, but the vulnerability of the 
Japanese economy still leaves the possibility of a drop in the level of private capital investment.  
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Reductions in customers’ capital investment and expenditure brought on by such movements in the 
economy have the potential of giving a negative effect on our order taking.  

Also, our industrial automation and control, and semiconductor tester businesses are largely dependent on 
international markets; in particular, many of our sales are dependant on the European, North American, 
Middle-Eastern, Chinese, South East Asian, and South Korean markets.  

Political turbulence, conflict, or economic deterioration occurring in any of these specific regions, 
although we will take appropriate temporary measures to counter any movement, have the potential to 
decrease demand and affect our performance in a negative manner.  

 
Risks in the Industrial Automation and Control Business 
In the industrial automation and control business, involving monitoring the operation of petroleum 
refineries and chemical plants, plant uptime has a direct effect on customers’ production capacity, and to 
sustain this uptime reliable product ranges with long service lives are desired. Because of this, when 
compared to consumer models, the products and systems used in the industrial automation and control 
industry have low replacement rates. In addition, customers have a tendency to stay with their automation 
and control suppliers over a long period, limiting business opportunities and making it difficult to acquire 
new customers in comparison to other industries. Additionally, when dealing with petroleum refineries and 
chemical plants, in the case of an accident, damage is not limited to the premises of the plant, rather, there 
is risk of catastrophe involving the surrounding areas. In the case of a customer having an accident, we 
work in close cooperation, mainly with the crisis and risk management department, and take whatever 
steps are necessary; however, in the case that our equipment is the cause of an accident, the Company’s 
image can be seriously damaged.  

 
Risks in the Test and Measurement Business 
The main area of the test and measurement business, semiconductor testers, is largely affected by a cycle 
of economics in the industry known as the silicone cycle. The semiconductor tester business has grown 
rapidly in recent years, and the ratio of net sales relative to those of our business as a whole is growing 
every year. As the sales figure grows, influence from the volatile semiconductor market becomes more and 
more likely. In addition, although we have restructured our assembly system to be flexible with changes in 
production volume, in the event that, in particular, liquid crystal driven semiconductor and memory tester 
production is much lower than predicted, there is a chance that we will not be able to absorb the fixed 
production costs, having a negative influence on the Company’s performance.  

Furthermore, as test and measurement equipment is known as the mother tool of industry, a product range 
of high reliability and functionality is expected, supporting the research, development, and production 
activities of each discipline. Yokogawa has secured a high level of reliability through many years of 
refined technology and its excellent quality management system; however, just one situation where our 
products’ reputation is damaged could adversely affect the entire company’s manufacturing system.  

 
Risks in Overseas Manufacturing 
In order to survive amongst the predicted escalating international competition, Yokogawa has been 
expanding its international manufacturing systems, with the percentage of manufacturing outside Japan 
increasing every year. Political turbulence, economic change, or legal restrictions in the areas where we 
have manufacturing centers could have a negative impact on the Company's performance.  

 
Risks in Competition and the Marketplace 
There are few new projects in the Japan materials industry, the major client of the industrial automation 
and control business, hence the market is centered on the updating of production facilities, and future 
growth in this market is believed to be limited. At present the Japan industrial automation and control 
market is divided between our Company and our domestic competitors; however, were an international 
competitor to enter the market, the competition situation could change, possibly affecting our sales/market 
share. In addition, we have been focusing our sales activities towards the Middle-Eastern, Asian, Indian, 
and Chinese industrial automation and control markets, which are growing due to vigorous investment; 
however, competition from European and American companies is expected to increase in the future.  

Yokogawa is also expanding its test and measurement business with a focus on the domestic market; 
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however, in the future it will be necessary to increase sales in the large international marketplace. 
International competitors in this field are of a larger size, also having more resources, meaning we must 
survive in the international marketplace amongst stronger competition than ever before.  

 
(2) Financial Status 

Total assets at the end of the fiscal year were at 400.2 billion yen, 2.8 billion yen up on the previous year. 
Long-term deferred tax assets totaled 23.8 billion yen, down 2.8 billion yen from the previous year, with 
cash and cash equivalents totaling 40 billion yen, 5.6 billion yen higher than the previous year. Liabilities 
were at 227 billion yen, 6.2 billion yen lower than the previous year, mainly because of reductions in the 
reserve for retirement payments due to changes in the retirement pension plan of Japanese group 
companies.  

Interest-bearing debt was at 100.2 billion yen, up 600 million yen. Shareholders' equity was, after the 
increase from retained earnings, 8.4 billion yen higher than the previous fiscal year, totaling 168.7 billion 
yen. As a result, the shareholders’ equity ratio was 42.2%, climbing 1.9 points.  

Cash flow results were as follows:  
Cash flow from operating activities in the period totaled 18.2 billion yen, a 9.9 billion yen increase of 
income compared to the previous period, the main cause being current net profit before tax and other 
adjustments increasing by 9.9 billion yen.  

Cash flow from investing activities in the period totalled 11.2 billion yen. Fixed assets acquired in the 
period, including intangible fixed assets such as software, totalled 18.6 billion yen, 500 million yen lower 
than the previous period.  

Cash flow from financing activities, due to payments of cash dividends, totalled 1.3 billion yen, a 
reduction in payments of 10 billion yen.  

As a result, the balance in cash and cash equivalent payments for the period on a consolidated basis were 
up 5.6 billion yen from the previous period to 40.0 billion yen.  

 
Trends in the Company’s cash flow indicators are shown below. 

 Period ending 
Mar. 2002 

Period ending 
Mar. 2003 

Period ending 
Mar. 2004 

Period ending 
Mar. 2005 

Shareholders’ equity ratio (%) 47.8 36.1 40.3  42.2 
Market value based shareholders’ equity 
ratio (%) 72.6 52.5 94.5  88.2 

Debt redemption schedule (years) 3.2 59.4 12.0  5.5 

Interest coverage ratio (multiple) 9.6 1.0 7.4  21.1 
(Notes) 

Shareholders’ equity ratio: Shareholders’ equity/ total assets 
Shareholders’ equity ratio on market value basis: Total market value of stock/ total assets 
Debt redemption schedule: Interest-bearing debt/ operating cash flow 
Interest coverage ratio: Operating cash flow/ interest payments 
* All values are calculated using consolidated financial figures. 
* Interest bearing debt includes all debt listed on the consolidated balance sheets for which interest is 

being paid. (Including zero coupons and 30 billion yen of Euro-yen denominated convertible bonds 
with subscription rights to new shares) 

* The figures for operating cash flow and interest payments utilize the “Cash flows from operating 
activities” and “Interest expenses paid” shown in the consolidated cash flow statements. 

 
<Dividends> 

While the company sustained a surplus in the current period, from the perspective of strengthening the 
Company's financial standings, the company will pay a dividend of 3.75 yen per share (7.5 yen for the year), 
the same amount as the interim dividend for the period.  
 

As the company anticipates the improvement in profitability, the company has a plan to pay a interim 
dividend of 5.00 yen per share and also 5.00 yen year end dividend per share for the fiscal year ending on 
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March 31st, 2006 to distribute the profit to the shareholders. September 1st this year marks the 90th 
anniversary of the Company’s establishment. We are extremely grateful to our shareholders. As a sign of 
gratitude, a policy was decided to pay a commemorative dividend of 5.00 yen per share to shareholders as 
an interim dividend for the period ending March 2006. It will be proposed to the company’s board of 
directors in November this year. 

 
 

(3) Business Forecast  
 

<<Consolidated Business Performance Forecasts (annual)>>  
Net sales        400.0 billion yen ( 3.3% up from previous year)  
Operating income   35.0 billion yen  ( 41.4% up from previous year)  
Ordinary income 30.0 billion yen ( 33.9% up from previous year)  
Net income for the year 15.0 billion yen ( 60.0% up from previous year)  

 
<<Non-consolidated Business Performance Forecasts (annual)>>  

Net sales 260.0 billion yen ( 4.1% up from previous year)  
Operating income 18.0 billion yen ( 30.5% up from previous year)  
Ordinary income 18.5 billion yen ( 16.4% up from previous year)  
Net income for the year 11.0 billion yen ( 4.6% up from previous year)  

 
Note: The consolidated business forecast assumes an average exchange rate of 

US$1 = 100 yen, 1 Euro = 130 yen. 
 

<<Notes regarding forecasts>> 
The above forecasts are based on certain assumptions deemed reasonable by Yokogawa at the 
present time, and may differ from actual business results. 
Major factors that may affect business performance include the following: 

- Fluctuations in the U.S. dollar, European currencies, and Asian currencies relative to the yen 
- Sudden changes in economic conditions in major markets, or in trade regulations or other 

aspects of the business environment 
- Sudden fluctuations in product supply or demand 
- Rapid technological innovations 
- Fluctuations in Japanese share prices 
- Protection of Yokogawa patents and the licensing of patents held by other companies 
- Alliances with other companies for product development or other ends. 
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4. CONSOLIDATED FINANCIAL STATEMENTS 

 
(1) Consolidated Balance Sheets 

(Millions of yen) 
 Year ending March 31, 2004 Year ending March 31, 2005 Change

Item Amount (%) Amount (%) Change

ASSETS 397,415 100.0 400,268 100.0 2,853

I Current Assets 226,566 57.0 233,641 58.4 7,074
1. Cash on hand and in bank 34,962 40,720  
2. Notes and accounts receivables 116,964 116,916  
3. Marketable securities 1,079 74  
4. Inventories 52,050 51,136  
5. Deferred tax assets - current 10,651 11,372  
6. Other current assets 12,214 15,200  
Allowance for doubtful accounts (1,357) (1,780)  

II Fixed Assets 170,848 43.0 166,626 41.6 (4,221)

1. Tangible fixed assets 77,951 19.6 77,825 19.4 (126)

(1) Building and structures 40,888 39,413  

(2) Machinery, 
transportation equipment 8,397 9,058  

(3) Tools, furniture and fixtures 10,802 9,878  

(4) Land 16,183 17,453  

(5) Construction in progress 1,680 2,021  

2. Intangible fixed assets 13,667 3.5 13,627 3.4 (39)

(1) Others 13,667 13,627  

3. Investment and other assets 79,229 19.9 75,173 18.8 (4,055)

(1) Investments in securities 41,461 42,514  

(2) Long-term loans 807 248  

(3) Deferred tax assets - non-current 26,749 23,850  

(4) Others 11,566 9,473  

Allowance for doubtful accounts (1,354) (913)  

Total Assets 397,415 100.0 400,268 100.0 2,853
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(Millions of yen) 

 Year ending March 31, 2004 Year ending March 31, 2005 Change

Item Amount (%) Amount (%) Change

LIABILITIES 233,247 58.7 227,001 56.7 (6,246)

I Current liabilities 105,026 26.4 116,506 29.1 11,480

1. Notes and accounts payable 38,879 37,585  

2. Short-term bank loans 10,150 14,244  

3. Income taxes payable 2,263 2,847  

4. Accrued bonuses 9,900 11,085  

5. Others 43,831 50,743  

II Long-term liabilities 128,220 32.3 110,494 27.6 (17,726)

1. Long-term bonds 20,000 20,000  

2. Convertible bonds 30,000 30,000  

3. Long-term bank loans 39,459 28,040  

4. Deferred tax liabilities - non-current 732 312  

5. Reserve for retirement payments 16,220 6,099  

6. Reserve for retirement payments of 
directors 861 324  

7. Reserve for retirement payments of 
vice presidents 306 -  

8. Long-term accounts payable - 24,270  

9. Others 20,640 1,447  
(Minority interests in consolidated 
Subsidiaries) 3,821 1.0 4,515 1.1 693

EQUITY 160,346 40.3 168,751 42.2 8,405

I Capital 32,306 8.1 32,306 8.1 -

II Additional paid-in capital 35,445 8.9 35,463 8.9 17

III Retained earnings 99,210 25.0 106,663 26.7 7,452

IV Variances on securities valuations 7,325 1.8 8,374 2.1 1,048
V Foreign currency translation 

adjustments (5,896) (1.5) (5,871) (1.5) 24

VI Treasury stock (8,046) (2.0) (8,184) (2.1) (137)

Total liabilities and stockholders’ equity 397,415 100.0 400,268 100.0 2,853
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(2) Consolidated Statements of Income 
(Millions of yen) 

 Year ending March 31, 2004 Year ending March 31, 2005 Change

Item Amount (%) Amount (%) Change

I Net sales 371,943 100.0 387,053 100.0 15,110

II Cost of sales 241,405 64.9 250,035 64.6 8,630

Gross profit 130,538 35.1 137,018 35.4 6,480

III Selling, general and administrative 
expenses 112,282 30.2 112,261 29.0 (20)

Operating income 18,255 4.9 24,756 6.4 6,501

IV Non-operating income 4,210 1.1 3,646 0.9 (563)

1. Interest income 303 379  

2. Dividend income 1,431 1,371  

3. Profit from investments in 
subsidiaries and affiliates accounted 
for by the equity method 

1,239 1,060  

4. Others 1,236 834  

V Non-operating expenses 7,125 1.9 6,001 1.5 (1,124)

1. Interest expenses 1,094 810  

2. Loss on disposal of inventories 1,453 586  

3. Loss on price declines of inventories 782 2,211  

4. Foreign exchange loss 1,698 364  

5. Others 2,096 2,029  

Ordinary income 15,339 4.1 22,401 5.8 7,061

VI Extraordinary income 6,167 1.7 3,481 0.9 (2,685)

1. Gain on sales of property 2,768 221  
2. Gain on sales of investments in 

marketable securities 2,494 3,060  

3. Gain on change holding ratio of 
subsidiaries 222 -  

4. Others 682 200  

VII Extraordinary loss 17,032 4.6 11,467 3.0 (5,565)

1. Loss on sales of property 777 791  

2. Loss on retirement of property 825 990  
3. Loss on sales of investments in 

marketable securities 358 20  

4. Loss on devaluation of investments 
in marketable securities 193 120  

5. Loss on reorganization of business 5,340 4,428  
6. Loss due to change in retirement 

benefits system 5,324 2,950  

7. Loss due to change in wage system 2,139 -  

8. Legally defined fringe-benefit costs 
for previous year’s bonus due to 
change to overall compensation 
system  

785 -  
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 Year ending March 31, 2004 Year ending March 31, 2005 Change

Item Amount (%) Amount (%) Change

9. Others 1,288 2,164  
Net income before tax and other 
adjustments 4,475 1.2 14,416 3.7 9,941

Corporate, resident and enterprise 
tax 2,989 0.8 3,055 0.8 65

Income tax and refunds 78 0.0 14 0.0 (64)

Adjustment of corporate tax, etc. (23,473) (6.3) 1,193 0.3 24,666
Minority shareholders’ income 
(deduction) 736 0.2 808 0.2 72

Net income 24,300 6.5 9,372 2.4 (14,927)

 
 

(3) Statements of Consolidated Retained Earnings 
(Millions of yen) 

 Year ending March 31, 2004 Year ending March 31, 2005 Change

Item Amount Amount Change

CONSOLIDATED BALANCE  
I Additional Paid in Capital at the 

beginning of period 35,255 35,445 190

II Increase in Additional Paid in Capital 190 17 (173)

1. Gain from sales of treasury stock 190 17 (173)

III Additional Paid in Capital at the end 
of period 35,445 35,463 17

RETAINED EARNINGS  

I Retained earnings at the beginning of 
period 76,777 99,210 22,433

II Increase in retained earnings 24,331 9,378 (14,953)

1. Net income 24,300 9,372 (14,927)

2. Other increases 31 5 (25)

III Decrease in retained earnings 1,898 1,925 26

1. Dividends 1,822 1,824 2
2. Bonuses to directors and corporate 

auditors 29 35 5

3. Other decreases 47 65 18

IV Retained earnings at the end of period 99,210 106,663 7,452
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(4) Consolidated Cash Flow Statements 
(Millions of yen) 

 Year ending March 31, 2004 Year ending March 31, 2005 Change

Item Amount Amount Change

I Cash flows from operating activities   
Net income for the period under 
review before tax and other 
adjustments 

4,475 14,416 

Depreciation 13,455 14,331 
Amortization of consolidated 
goodwill 136 2 
Changes in allowance for doubtful 
accounts 601 (7) 

Increase in accrued bonuses 2,886 1,186 
Decrease in reserve for retirement 
payments (23,795) (10,161) 

Interest and dividend income (1,734) (1,751) 

Interest expenses 1,094 810 
Loss on valuation of investment in 
marketable securities 189 120 

Gain on equity method (1,239) (1,062) 
Loss on change holding ratio of 
subsidiaries (222) 2 

Gain on sale of marketable securities (2,136) (3,040) 

Loss on elimination of fixed assets 772 996 

Changes in trades receivable (9,474) 974 

Changes in inventories (8,112) 743 

Changes in trade payable 7,871 (7,982) 
Increase in accrued liabilities due to 
change in retirement benefits system 22,237 6,130 

Others 3,655 2,924 

Subtotal 10,661 18,632 7,971
Interest and dividend income 
received 1,518 3,401 

Interest expenses paid (1,122) (866) 

Income taxes paid (2,757) (2,891) 

Total net cash provided by operating 
activities 8,299 18,275 9,975

II Cash flows from investing activities   
Payments for deposit in time 
deposits (858) (792) 

Proceeds from return on time 
deposits 719 781 

Payments for purchase of property, 
plant and equipment (13,723) (14,298) 

Payments from sales of property, 
plant and equipment 4,968 1,735 

Payment of purchase of intangible 
fixed assets (5,526) (4,353) 

Payments for purchase of 
investments in marketable securities (2,592) (71) 

Proceeds from sales of investments 
in marketable securities 5,478 3,674 

Payment for transferring of business - (585) 

Others 1,362 2,687 

Total net cash provided by investing 
activities (10,171) (11,221) (1,049)



－  － 
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 Year ending March 31, 2004 Year ending March 31, 2005 Change

Item Amount Amount Change

III Cash flows from financing activities   
Change in short-term bank 
borrowings, net 997 (973) 

Net change in balance of 
commercial paper (35,000) 8,000 

Issuance of long-term debt 15,000 606 

Repayment of long-term debt (507) (6,829) 

Issuance of corporate bonds 30,000 - 

Redemption of corporate bonds (20,253) - 
Expense for acquisition of treasury 
stock (202) (162) 

Dividend payments (1,822) (1,822) 
Dividend payments to minority 
shareholders (252) (188) 

Others 687 63 

Cash flows from financing activities (11,353) (1,305) 10,048

IV Effect of exchange rate on cash and 
cash equivalents (481) (75) 406

V Net change in cash and cash 
equivalents (13,707) 5,673 19,381

VI Cash and cash equivalents at the 
beginning of the period 47,809 34,417 (13,392)

VII Increase in cash and cash equivalents 
due to changes in scope of 
consolidated subsidiaries 

314 - (314)

VIII Cash and cash equivalents at the end 
of the period 34,417 40,091 5,673

 
 


