
 
MIHARU COMMUNICATIONS INC. / Okano Electric Wire Co., Ltd. / 
SHODENSHA CO., LTD. / SEIWA GIKEN INC. / T.H. FURUKAWA ELECTRIC 
CO., LTD. / FURUKAWA INFONET PRODUCTS CO., LTD. / Riken Fitel Co., 
Ltd. / Access Cable Company / Shianfu Optical Fiber & Cables Co., Ltd. /  
FURUKAWA INDUSTRIAL S.A. PRODUTOS ELETRICOS / Optical 
Communication Products, Inc. / OFS Fitel,LLC /OFS BrightWave,LLC ...etc.

FURUKAWA ENGINEERING & CONSTRUCTION INC. / 
FURUKAWA INDUSTRIAL CABLE CO., LTD. / Asahi 
Electric Works, Ltd. / INOUE MANUFACTURING CO., LTD. 
/ The Kyusyu Furukawa Electric Co., Ltd. /FURUKAWA 
INDUSTRIAL PLASTICS CO., LTD. / F-CO CO., LTD. / 
KYOWA ELECTRIC WIRE CO., LTD. / THE FOAM KASEI 
CO., LTD. / SUNSUNNY INDUSTRY CO., LTD. / PHILLIPS 
FITEL INC / PT TEMBAGA MULIA SEMANAN TBK ...etc.

Circuit Foil Japan Co., Ltd. / Furukawa Precision 
Engineering Co., LTD. / FURUKAWA TECHNO MATERIAL 
CO., LTD. / OKUMURA METALS CO., Ltd. / FURUKAWA 
PRECISION (THAILAND) CO.,LTD. / FURUKAWA METAL 
(THAILAND) PUBLIC CO.,LTD. ...etc.

Furukawa Sky Aluminum Corp. / Nippon Foil Mfg. Co., Ltd. / 
Unifus Aluminum Co., Ltd. / FURUKAWA COLOR ALUMINUM 
CO., LTD. / Nikkei Kakoh Co., LTD. / Yamada Keikinzoku Co., 
Ltd. / NIPPON METAL FOIL IND CO., LTD. / Higashi Nihon 
Tanzou Co., Ltd. / Shiga Furukawa Electric Co., Ltd. / ACE21 
Co., Ltd. / P.T. Furukawa Indal Aluminum ...etc.

The Furukawa Battery Co., Ltd.
Riken Electric Wire Co., Ltd.
FURUKAWA AUTOMOTIVE PARTS INC.
FCM CO., LTD.
FE MAGNET WIRE (MALAYSIA) SDN.BHD.
FURUKAWA ELECTRIC NORTH AMERICA APD,INC.
FURUKAWA ELECTRIC AUTOPARTS PHILIPPINES INC.
FURUKAWA AUTOMOTIVE PARTS (VIETNAM) INC. 
...etc.

FURUKAWA DENKO REAL ESTATE CO., LTD. / 
FURUKAWA LOGISTICS CORP. / FITEC Corp. / 
THE FURUKAWA FINANCE AND BUSINESS 
SUPPORT CO., LTD. / THE ZAIKOO CO., LTD. / 
THE YOKOHAMA DRUM CO., LTD. / FURUKAWA 
ELECTRIC NORTH AMERICA, INC. / FEJ SALES 
INC. / FURUKAWA FINANCE NETHERLANDS B.V. 
/ FURUKAWA LIFE SERVICE Inc. / Furukawa Nikko 
Power Generation Inc. ...etc. 

Telecommunications

Energy and 
Industrial 
Products 

Metals

Light Metals

Electronics 
and 
Automotive 
Systems 

Services and 
Others

 

•Optical fibers and cables
•Optical components
•Optical fiber cable 
accessories and 
installations

•Network equipment, etc.
 
•Bare Wires •Aluminum wires
•Insulated wires •Power Cable
•Power transmission cable 

accessories and installations
•Plastic products such as 

power cable conduit material 
and foam sheet, and 
thermoelectric products, etc.
 

•Copper pipes •Wrought copper 
products such as copper strips 
•Electrolytic copper foil •Shape 
memory alloys and other 
processed copper products, etc. 
 
•Aluminum sheets
•Extruded aluminum 
products

•Cast and forged products,  
etc. 
 
 
•Battery products
•Automotive components 
and electrical wire

•Magnet wire
•Heat sinks
•Aluminum circuit boards 
for memory discs

•Electronic component 
materials, etc.
 
•Real estate
•Logistics
•Information and various 
other services, etc.

Net 
sales

Operating 
income

Net 
sales

Operating 
income

Net 
sales

Operating 
income

Net 
sales

Operating 
income

Net 
sales

Operating 
income

Net 
sales

Operating 
income

1,514

Major ProductsNew Segment 2003
Results

2004
Results

2002
Results

Fiscal year end March 31

Major Affiliated Companies

(607)

1,472

35

877

15

1,971

68

298

30

1,396

17

1,290

(313)

1,708

38

1,004

48

2,073

117

319

31

1,537

47

2,112

56

1,645

19

831

(10)

1,920

29

1,358

(13)

335

25

Major Affiliated Companies Under New Segments

Business Segment Reclassification

Until fiscal 2004, the classification of our business 
divisions did not directly correspond with our accounting 
segments. However, upon the introduction of the 
business company system in April 2004, we have sought 
to clarify responsibility for the business results at each 
company, both internally and externally, by bringing these 
designations into closer alignment. Consequently, starting 
with fiscal 2005, these segments have been reclassified 
for our financial statements. (Reference figures are given 

for the years prior to fiscal 2004.)
Major changes include: reclassifying the Winding Wire 

Division, which was formerly included in the Plastics, 
Cables and Wires segment, under Electronics and 
Automotive Systems; dividing Nonferrous Products into 
Metals and Light Metals; and separating Electronics-
Related Products and Others into Electronics and 
Automotive Systems, and Services and Others.
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THE FURUKAWA ELECTRIC CO., LTD. AND ITS CONSOLIDATED SUBSIDIARIES
Years ended March 31, 2004 and 2003

2003

Net sales

Cost of sales

Selling general and administrative expenses

Operating income (loss)

Income (loss) before income taxes and minority interests

Net income (loss)

Cash dividends paid

Total current assets

Property, plant and equipment, net of accumulated depreciation

Total assets

Total current liabilities

Total shareholders’ equity

Millions of yen Thousands of U.S. dollars

2002

¥  771,411 

642,617 

118,143 

10,651 

5,538

(3,384)

5,244 

557,371 

485,118 

1,501,705 

616,175 

¥  494,777 

2001

¥  826,954

656,818

112,067

58,069

252,519

167,393

5,205

612,966

332,019

1,504,237

431,151

¥  683,047

2000

¥ 696,569

570,431

104,892

21,246

56,902

35,169

5,851

556,462

319,751

972,326

487,335

¥ 217,286

2004

$ 6,979,877 

5,887,368 

1,122,330 

(29,821)

(1,369,264)

(1,321,962)

18,557 

3,984,509 

3,479,698 

10,477,981 

4,651,887 

$ 1,574,905 

¥  710,616 

623,539 

130,924 

(43,847)

(153,951)

(114,026)

1,967 

423,395 

419,146 

1,179,399 

544,457 

 ¥  295,901 

2004

¥  739,867 

624,061 

118,967 

(3,161)

(145,142)

(140,128)

1,967 

422,358 

368,848 

1,110,666 

493,100 

¥  166,940 

FIVE-YEAR SUMMARY
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CONSOLIDATED FINANCIAL REVIEW 26
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CONSOLIDATED STATEMENTS OF LOSS 32
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REPORT OF INDEPENDENT AUDITORS 60

Note: U.S. dollar amounts have been translated, for convenience only, at the rate of ¥106 to US$1.
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Scope of Consolidation

The consolidated financial statements for the fiscal year 
ended March 31, 2004 (fiscal 2004) include the business results 
of 100 consolidated subsidiaries and 16 affiliates accounted for 
using the equity method. In the year under review, 21 
subsidiaries were added and five were removed, increasing the 
total number of consolidated subsidiaries by 16. There were five 
fewer affiliates accounted for based on the equity method, 
compared with the previous year’s figure. Consequently, there 
are 116 consolidated subsidiaries and equity-method affiliates 
as of the end of the fiscal year under review.

Overview of Business Performance

Sales
In fiscal 2004, we actively pursued fundamental business 

restructuring for the future; promoting alliances with companies in 
the industry, such as the establishment of Furukawa Sky Aluminum 
Corp. in our light metal business, clustering related businesses 
within the Group, and disposing of and reducing fixed assets and 
inventories, mainly in our Telecommunications segment.

We also steadfastly carried on the restructure of the 
operations of OFS Fitel LLC and OFS BrightWave LLC 
(hereafter OFS), which are consolidated companies in our U.S. 
optical fiber and cable business that are exerting a significantly 
negative impact on our business performance, based on 
projections that the current adverse market conditions will 
continue into the near future. These efforts included disposing 
of impaired fixed assets, lowering the break-even point by 
integrating and closing business bases, and further reducing 
personnel. We also reviewed the marketing structure to secure 
sales amid declining product prices, and further cut costs by 
providing support in production technology.

Consequently, net sales increased 4.1% from the previous 
year to ¥739.9 billion (US$7.0 billion), despite declines in the 
Telecommunications segment, due to year-on-year sales 
growth in Plastics, cables and wires, Nonferrous products, 
Electronics-related products and others, and due to an 
expansion in the scope of consolidation based on measures 
for strengthening Group management.

Results by Business Segment
Telecommunications

Consolidated net sales fell 13.7% to ¥141.6 billion (US$1.3 
billion), despite a rise in exports of optical fibers, due to 
reduced domestic demand for optical fibers and cables, 
CATV-related construction work and optical transmitters.

Plastics, Cables and Wires
Consolidated net sales rose 14.9% to ¥197.2 billion (US$1.9 

billion), due to growth in sales of construction work for bare 
copper wire and overseas power cables, solid sales in ultra-high-
voltage cables and favorable sales in heat-resistant rectangular 
enameled wire for automobiles and UV-tapes for semiconductors.

Nonferrous Products
Consolidated net sales rose 9.1% to ¥292.3 billion (US$2.8 

billion) due to favorable sales in light metal products such as 
thick sheets for LNG tanks and sheet metal for automobile 
heat exchangers, and increased sales in wrought copper 
products, thanks to the expanded scope of consolidation, 
even in spite of weak domestic demand for copper pipes used 
in air conditioners.

Electronics-Related Products and Others
Consolidated net sales rose 11.0% to ¥161.2 billion 

(US$1.5 billion) due to brisk demand for heat sinks (heat-
radiating parts for electronic equipment), a growth in sales of 
reflow furnaces (automatic soldering machines for printed 
circuit boards) and steady sales in connectors and other 
automobile parts.

Cost of sales, and Selling, general and 
administrative expenses

While cost of sales increased by ¥0.5 billion from the 
previous fiscal year to ¥624.1 billion (US$5.9 billion), the cost of 
sales ratio improved 3.4 percentage points from 87.7% to 
84.3%. This was due to measures for improving the profit and 
loss structure by lowering fixed costs such as personnel, 
depreciation and amortization, and by reducing other costs.

Selling, general and administrative expenses decreased ¥12.0 
billion from the previous fiscal year, as reductions in fixed costs, 
including personnel and R&D, lowered administrative expenses.

Loss
With regard to other income (expenses), we reported a 

¥30.2 billion gain on sales of investment securities. However, 
as a result of reporting a net loss of ¥30.1 billion on the 
disposal of property, plant and equipment aimed at business 
restructuring and a ¥93.6 billion loss on impairment of 
property and equipment and goodwill related to OFS, net loss 
before income taxes and other adjustments amounted to 
¥145.1 billion (US$1.4 billion) for fiscal 2004.

Net loss after corporate tax, resident tax, business tax, 
corporate tax adjustments and minority interests was ¥140.1 
billion (US$1.3 billion) for fiscal 2004.

CONSOLIDATED FINANCIAL REVIEW
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Dividends
In fiscal 2004, Furukawa Electric endeavored to achieve 

advance disposal of latent risks as a component of the 
Furukawa Action Plan, by disposing of impaired tangible and 
intangible fixed assets related to OFS and disposing of fixed 
assets and devaluing inventories related to the above-
mentioned business restructuring.

This significantly reduced our capital base, which forced us 
to forego dividend payments in fiscal 2004. We intend, 
however, to resume dividend payments as soon as possible 
by selling securities and real estate holdings in addition to 
securing profit from our business. We will also make a 
concerted effort to improve our financial structure by reducing 
interest-bearing debt.

•Shift from standard single mode optical fibers to AllWave® (March 2004) 
•Began sales of high-end optical fiber fusion splicers (March 2004) 
•Began sales of flexible and environmentally sound optical cords and 

cables for indoor wiring (December 2003) 
•Expanded lineup of ultra-small optical fiber fusion splicers for FTTH 

(October 2003) 
•Integration of antenna-related operations (July 2003)
 
•Transferred sales operations of the Power Cable Division to VISCAS 

Corporation (March 2004) 
• Manufactured the world’s longest 500m high-temperature 

superconducting power cable (December 2003) 
•Developed new wind-pressure resistant power transmission lines that offer 

excellent resistance against strong winds (September 2003) 
 
 
 
 
•Established Furukawa SKY Corporation (October 2003) 
•Became first in the world to successfully manufacture high-purity oxygen-

free copper using a shaft furnace (July 2003) 
 
 
 
 
•Acquired Shikoku Cable Co., Ltd. stock to strengthen our automotive 

parts business in China (January 2004)
•Began sales of flexible bumped tape interposer for semiconductor 

packaging (November 2003)
•Began production of heat-radiating parts in Central China region (August 

2003)
•Developed innovative sheet-type heat sinks for heat dissipation in mobile 

devices (April 2003)

•Optical fibers and cables
•Optical components
•Optical fiber cable accessories 

and installations
•Network equipment, etc. 
 
 
 
•Bare Wires  •Aluminum wires
•Insulated wires  •Magnet wires
•Power Cable
•Power transmission cable 

accessories and installations
•Plastic products such as 

power cable conduit material 
and foam sheet, and 
thermoelectric products, etc. 
 
•Copper pipes and rods
•Electrolytic copper foils
•Shape memory alloys
•Aluminum sheets
•Extruded aluminum products
•Cast and forged products, etc. 
 
•Automotive components and 

electrical wire   •Heat pipes
•Aluminum circuit boards for 

memory discs
•Electronic component materials 
•Battery products, etc.

Telecommunications

Share of Net SalesSegment Major Products Topics

Plastics,
Cables and 
Wires

Nonferrous 
Products

Electronics-
Related Products 
and Others

17.9%

24.9%

36.9%

20.3%

-200 -100 0 100 200

Operating income (loss) Net income (loss)

2004

2003

2002

2001

2000

Operating income (loss) and Net income (loss)
 (Billions of yen)

21.2
35.2

58.1

10.7
-3.4

-43.8
-114.0

-140.1
-3.2

167.4

-8 -4 0 4 8

2004

2003

2002

2001

2000

Operating income (loss) 
 (%)

1.4

-6.2

-0.4

7.0

3.0

Operating income

(Ratio to net sales) 
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Cash Flows

While we reported a significant loss before income taxes 
and minority interests totaling ¥145.1 billion (US$1.4 billion) in 
fiscal 2004, the net decrease in cash and cash equivalents 
was limited to ¥16.2 billion (US$0.2 billion). This was due to 
the inclusion of a considerable number of non-cash 
transactions accounted for under other expenses in the 
statement of loss. After adding cash related to newly 
consolidated companies as of the beginning of the fiscal year, 
cash and cash equivalents at the end of fiscal 2004 came to 
¥63.1 billion (US$0.6 billion). 

Net cash provided by operating activities was ¥11.7 billion 
(US$0.1 billion). The effect of the significant net loss before 
income taxes and other adjustments was offset by the 
inclusion of a considerable number of non-cash items such as 
impairment loss and disposal loss on fixed assets accounted 
for under extraordinary loss, and by depreciation and 
amortization.

Net cash used in investing activities narrowed to ¥6.7 billion. 
While cash use related to acquisition of tangible fixed assets 
and investment securities decreased from the previous year, 
proceeds from sales of investment securities doubled.

Net cash used in financing activities narrowed to ¥17.1 
billion. Cash required for the repayment of short-term debt and 
redemption of corporate bonds was procured through long-
term loans and proceeds from securities lending transactions.

Liquidity

Though in principle we completed advance disposal of 
OFS-related impaired assets during fiscal 2004, we must 
continue to reduce interest-bearing debt and strengthen our 
capital base to improve our financial condition.

Generating cash flow is, therefore, an important goal, and we 
plan to proceed with the sale of assets such as stock and fixed 
assets such as land to generate extraordinary profits totaling 
¥40 billion in fiscal 2005 and ¥120 billion by fiscal 2007. 

Apart from these efforts, we will seek an early refund on 
refundable income taxes by the carry-back of loss, and restrain 
capital expenditures within the bounds of depreciation and 
amortization while focusing on strategic areas such as materials, 
electronics, automobiles, and digital home electronics.

As a result of these measures, we plan to generate cash 
flows totaling ¥10 billion in fiscal 2005. We also plan to reduce 
interest-bearing debt (the total of short-term debt, long-term 
debt, commercial paper, corporate bonds and obligations to 
be returned as collateral under security loan agreements) from 
¥584.7 billion in fiscal 2004 to ¥530 billion in fiscal 2005 and to 
¥440 billion by fiscal 2007. This amounts to a reduction of 
approximately ¥150 billion. Based on these plans, we project 
improving our debt-to-equity ratio from 3.5 times at the end of 
fiscal 2004 to 2.1 times by fiscal 2007. 

CONSOLIDATED FINANCIAL REVIEW

R&D costs

0 4.03.02.01.0 5.0

0 2418126 30

2004

2003

2002

2001

2000

Research & Development costs
 (Billions of yen)
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Capital expenditure Cash flow (net income + depreciation)

2004

2003

2002

2001

2000

Capital expenditure and Cash flow
(Billions of yen)

62.7

-56.8

-91.8

31.4

23.2

68.8

74.4

209.5

29.4

41.2

Annual Report 2004

28
Firm in Our Resolve



Financial Position

Total current assets decreased by ¥1.0 billion to ¥422.4 
billion (US$4.0 billion) as cash and bank deposits decreased 
by ¥9.8 billion from the previous year and inventories 
decreased by ¥6.2 billion due to aggressive reductions in 
inventories, mainly in the Telecommunications segment.

Property, plant and equipment, net of accumulated 
depreciation, decreased by ¥50.3 billion from the previous 
year to ¥368.8 billion. This was due to OFS-related 
impairment loss on tangible fixed assets and loss on 
disposal of tangible fixed assets aimed at business 
restructuring.

Consequently, total assets declined by ¥68.7 billion to 
¥1,110.7 billion (US$10.5 billion).

Interest-bearing debt rose ¥23.8 billion from the previous 
year to ¥584.7 billion. However, excluding the effects of a 
¥36.6 billion increase caused by the addition of new 
consolidated subsidiaries, total interest-bearing debt 
declined by ¥12.7 billion.

Total shareholders’ equity declined by ¥129 billion from 
the previous year to ¥166.9 billion (US$1.6 billion). As a 
result, the equity ratio fell 10.1 percentage points from 
25.1% at the end of the previous fiscal year to 15.0%.

Business-related Risks and Future Outlook

The Furukawa Electric Group’s management 
performance, stock price, and financial condition may be 
affected by the following risks (assessed by the Group, as of 
June 29, 2004):

(1) Third-party violation of intellectual property rights and 
other rights

(2) Defective products
(3) A rise in the price of raw materials
(4) Fluctuations in foreign exchange
(5) Higher interest rates
(6) Lowering of credit ratings
(7) An impairment of assets
(8) Soil pollution on land held for business purposes
(9) Overseas activities

Fully aware of these risks, we will adhere to the three-year 
medium-term management plan formulated as part of our 
Furukawa Action Plan, to attain our goal of becoming a 
leading global company through product development 
based on our materials technology. We have designated the 
following targets under our medium-term management plan:

(1) A consolidated ratio of operating income to sales: 
5% (fiscal 2007)

(2) Achieve profitability for the Telecommunications 
segment and for OFS on a non-consolidated basis 
(fiscal 2007)

(3) Generate a consolidated free cash flow of ¥50 billion 
(fiscal 2005-2007)

(4) Reduce consolidated interest-bearing debt by ¥150 
billion (end of fiscal 2007)

(5) Ratio of overseas sales: 35% (fiscal 2007)

With regard to our consolidated earnings forecast for 
fiscal 2005, we project net sales of ¥750.9 billion and net 
profit of ¥23.0 billion.

Furukawa Electric will aggressively pursue new product 
development and sales activities while simultaneously 
accelerating the pace of restraining capital expenditures and 
reducing costs to build a corporate structure that can 
withstand competition under severe business conditions. 
We will implement a Group-wide effort to strengthen our 
financial structure, by selling securities and real estate 
holdings, and resume dividend payments.

0 600 1,200 1,800

Total assets Shareholders’ equity

2004

2003

2002

2001

2000

Total assets and Shareholders’ equity
(Billions of yen)

1,504.2

295.9

166.9

972.3

1501.7

217.3

683.0

494.8

1,179.4

1,110.7
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2,600,000,000

2,500,000,000

50,000,000

50,000,000

655,640,602

Financial institutions
38.54%

252,699,667 shares

Securities companies
2.54%

16,654,773 shares

Domestic corporations
9.87%
64,693,956 shares

Individuals and other
35.91%
235,399,193 shares

Foreign corporations
13.14%
86,193,013 shares

Number of
Shares held

March 31, 2004

July 29,2004

March 31, 2004

32,279,000

25,527,000

22,928,250

20,453,000

16,050,000

13,290,455

12,294,000

11,000,000

10,919,000

10,500,000

Corporate Data Stock Information

Head Office
6-1, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100-8322, Japan

PHONE: 81-3-3286-3001

FAX: 81-3-3286-3747, 3748

URL: http://www.furukawa.co.jp/

Paid-in Capital
¥59,234 million (As of March 31, 2004)

Branches
Osaka, Nagoya, Fukuoka, Hiroshima, Sendai, and Sapporo

 

Manufacturing Facilities
Chiba, Nikko, Hiratsuka, Mie, Osaka, Kambara, and Shinagawa

Research Laboratories
Yokohama R&D Laboratories

Metal Research Center

Ecology & Energy Laboratory 

FITEL Photonics Laboratory

Automotive Technology Center

Stock Information 
Number of shares authorized

      Common stock

      Preferred stock

      Subordinated stock

Total number of shares 
   issued and outstanding

Major Stockholders 
 

Japan Trustee Services Bank, Ltd.
(trust account)

The Master Trust Bank of Japan, Ltd. 
(trust account)

 

 

Shinsei Bank, Limited

Asahi Mutual Life Insurance Co.,Ltd

Furukawa Co., Ltd.

Nippon Life Insurance Company

Fuji Electric Holdings Co.,Ltd.

 

 

 

 

 

Distribution of Stock Ownership

Trust & Custody Services Bank, Ltd.
(Mizuho Corporate Bank, Ltd. Retirement Benefit 
Trust Account re-entrusted by Mizuho Bank, Ltd.)

Trust & Custody Services Bank, Ltd.
(Mizuho Corporate Bank, Ltd. Retirement Benefit 
Trust Account re-entrusted by Furukawa Co., Ltd.)

Trust & Custody Services Bank, Ltd.(Mizuho Corporate 
Bank, Ltd. Retirement Benefit Trust Account 
re-entrusted by Asahi Mutual Life Insurance Co.)

（Common stock） 
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