
 (As of March 31, 2006)

HEAD OFFICE:
9-7-1, Shimorenjaku, Mitaka-shi, Tokyo 181-8515, Japan
Telephone: 81 (422) 48-1011
Facsimile: 81 (422) 48-1204

ESTABLISHED:
March 28, 1949

PAID-IN CAPITAL:
¥9,447 million

NUMBER OF EMPLOYEES:
Consolidated: 1,169
Non-consolidated: 644

NUMBER OF SHARES:
Authorized: 110,501,100 shares
Outstanding: 40,100,167 shares (Treasury Stock 26,421 shares Included)

NUMBER OF SHAREHOLDERS:
18,444

EXCHANGE LISTING:
Tokyo Stock Exchange, 1st Section (Code No. 7729)
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The Master Trust Bank of Japan, Ltd.
Japan Trustee Services Bank, Ltd.
The Nomura Trust and Banking Co., Ltd.
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TRANSFER AGENT AND REGISTRAR:
Mizuho Trust & Banking Co., Ltd.
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ANNUAL MEETING OF SHAREHOLDERS:
The annual meeting of shareholders of the Company is normally held in June each year in Tokyo, Japan.

INDEPENDENT AUDITORS:
Ernst & Young ShinNihon

FOR FURTHER INFORMATION, PLEASE CONTACT:
Investor Relations Div., Administration Company
Telephone: 81 (422) 48-1011
Facsimile: 81 (422) 45-3636
E-mail: ir@accretech.jp
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TOKYO SEIMITSU CO., LTD.

Annual Report 2006



Creating number-one products rooted in “WIN-WIN” relationships drives innovation and growth at Tokyo

Seimitsu. Virtually all our products incorporate exclusive concepts and features—whether manufacturing

and testing equipment for the semiconductor industry, or precision measuring systems for the automobile,

machine tools and other industries. Guided by the “Strategic Principles for Our R&D” (see page 18), we

have an entrepreneurial corporate culture that encourages people to be creative and aim for high goals.

This process is now generating concrete benefits. Sales of major products introduced in recent years to

target new market sectors are gaining momentum. Innovations and improvements in Established Product

Lines also set us apart from competitors. Together, these strengths give us an increasingly powerful

THE COMPANY
product lineup and profit structure.

Tokyo Seimitsu products bear the ACCRETECH

brand, the combination of the words “accrete”

and “technology.” This brand embodies our

desire to accumulate technology needed to

create number-one products and to continue

growing by devising solutions for the most

difficult challenges faced by our customers.

Contents
Financial Highlights ..... 01

To Our Shareholders ..... 02

A Discussion with the President ..... 03

Message from Principal Adviser Hideo Ohtsubo ..... 07

Review of Operations ..... 08

Semiconductor Manufacturing Equipment ..... 08

Measuring Systems ..... 14

R&D Program and Intellectual Property ..... 18

Corporate Governance ..... 20

Eco Awareness ..... 22

Board of Directors ..... 23

Financial Section ..... 24

Network ..... 48

Investor Information ..... 49

CAUTIONARY STATEMENTS WITH RESPECT TO FORWARD-LOOKING STATEMENTS:
Statements made in this annual report with respect to Tokyo Seimitsu’s plans and benefits as well as other statements that are not historical facts are

forward-looking statements, which involve risks and uncertainties. Potential risks and uncertainties include, without limitation, general economic conditions

in Tokyo Seimitsu’s markets, exchange rates, and Tokyo Seimitsu’s ability to continue to win customers’ acceptance of its products, which are offered in

highly competitive markets characterized by continual new product introductions and rapid developments in technology.
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CORPORATE GOVERNANCE

BASIC PHILOSOPHY
Progress in the globalization of economic activity is bringing about rapid changes in the requirements and expectations

placed on how companies are managed. Tokyo Seimitsu believes that a corporate governance system structured to back

up management systems that meet global standards and are shareholder oriented is vital to sustaining growth and

increasing corporate value.

Tokyo Seimitsu is dedicated to respecting the rights of shareholders and treating all shareholders equally. We also

respect the rights of other stakeholders in order to build sound relationships with all these constituencies. To protect the

rights and financial interests of shareholders and other stakeholders, we maintain the transparency of our operations

through the proper disclosure of information. We also place importance on fully utilizing the functions of the Board of

Directors and Board of Auditors.

COMPONENTS OF CORPORATE GOVERNANCE
1. Directors and Board of Directors

There are 9 directors, including individuals who have worked at many other companies before joining Tokyo Seimitsu.

This composition brings many different backgrounds and points of view to the Board of Directors. Board meetings are

held monthly and chaired by the company president. At these meetings, the directors reach decisions on semiannual

business plans and other important matters, supervise the performance of directors with business responsibilities at

Tokyo Seimitsu, and perform other duties. Although we do not have any external directors, an effective external check-

ing function is provided by the external corporate auditors.

In addition, we have a Management Advisory Committee to assist the chairperson of the Board of Directors. Made

up of the corporate auditors, this committee examines directors’ compensation and many other management themes.

2. Corporate Auditors and Board of Auditors

We have adopted the corporate auditor system due to our belief that the use of corporate auditors is a key element of

effective corporate governance. All of these auditors are well-experienced executives such as in companies that are major

Tokyo Seimitsu shareholders or in the fields of financial audits and accounting. The auditors use their considerable exper-

tise to supervise business operations to be certain that managers are conducting businesses properly and efficiently. In

order to reinforce the functions of the corporate auditors, the number of auditors was raised in June 2006 to five, including

three external auditors.

The corporate auditors, Auditing Department, which is overseen directly by the president, and financial auditors

work closely together. Regular meetings are held to exchange opinions concerning the auditing framework, audit plans

and their execution, and other subjects.

3. Internal Company System and Executive Officer System

Tokyo Seimitsu adopted the executive officer system and internal company system in April 2002. The primary objectives

were to reach fast decisions concerning new product development plans and to better adapt to changes in market

conditions with speed and flexibility. Operations were divided among three internal companies: the Semiconductor

Company, Metrology Company and Administration Company. Head office functions were eliminated. The Semiconductor

and Metrology companies are self-reliant organizations with all resources needed to respond to their customers’ needs

even faster than before. Tokyo Seimitsu’s president chairs monthly meetings of the Executive Committee, which

receives progress reports on business plans and conducts other supervisory activities.
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4. Auditing Department

Tokyo Seimitsu has an Auditing Department that is overseen directly by the company president. This department

performs audits based on a plan and in accordance with rules for internal audits. The department periodically reviews

items covered by audits and audit methods, making revisions and improvements as necessary.

In the event that an audit by the Auditing Department reveals a violation of laws, regulations, the articles of incorpo-

ration or company rules or any other business activity that could cause a loss, the general manager of the Auditing

Department immediately reports the matter to the company president so that corrective actions can be taken.

5. Management Support Department

The Management Support Department, which is overseen directly by the company president, handles various problems

within the Tokyo Seimitsu Group, information concerning significant risks and other items. The department’s role is to

ensure the proper sharing of information and execution of businesses throughout the group from the standpoint of

maximizing earnings for the entire group.

To prevent improper transactions and accounting methods concerning activities conducted between Tokyo Seimitsu

and its subsidiaries, the Auditing Department of Tokyo Seimitsu and the auditing departments or similar departments of

subsidiaries exchange information as required.

INTERNAL CONTROL SYSTEMS
Fundamental Position Regarding Internal Control Systems

Tokyo Seimitsu is dedicated to building “WIN-WIN” relationships with customers, business partners, shareholders,

employees and all other stakeholders for the purpose of sustaining long-term growth. To accomplish this, we are

constantly working on building an effective system of internal controls and strengthening compliance programs. In this

way, we manage the group in a sound and transparent manner.

Status of Internal Control Systems

At Tokyo Seimitsu, the Board of Directors is responsible for assembling an effective system of internal controls as well

as a framework to ensure compliance with laws, regulations and the Articles of Incorporation. The Board of Auditors is

responsible for performing audits to verify that these internal control systems are functioning effectively.

Tokyo Seimitsu has an Auditing Department, Management Support Department and Export Management Department

that are overseen directly by the company president. This provides a framework for managing risks associated with

activities of Tokyo Seimitsu and its subsidiaries and ensuring business operations are conducted properly.

The ACCRETECH Group Code of Conduct provides guidelines that ensure business operations are conducted in con-

formity with laws, regulations and the Articles of Incorporation. There is also a Compliance Committee, Information

Security Committee, Environmental Management Committee, Health and Hygiene Committee, and Internal Reporting

Committee.

Tokyo Seimitsu also has a system for assisting the corporate auditors to perform their duties and a system to be

certain that these audits are performed effectively.
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ECO AWARENESS

BASIC PHILOSOPHY

Recognizing environmental protection as a critical issue,

Tokyo Seimitsu makes environmental preservation an

integral element of all product development, design,

manufacturing and service activities.

BASIC POLICY

In all activities, extending from manufacturing through the

provision of services, everyone at Tokyo Seimitsu must work

in an environmentally responsible manner. Efforts are taken

to lower the environmental impact to the absolute minimum

by examining every action from an environmental standpoint.

We have an environmental management system that is over-

seen by the Environmental Management Committee. Under

this system, environmental activities are conducted to ensure

strict compliance with applicable laws, regulations and agree-

ments, as well as with the Tokyo Seimitsu basic policy.

The basic policy includes educational activities to make

employees more aware of environmental issues. Steps are also

taken to have suppliers and other companies that do business

with Tokyo Seimitsu participate in environmental programs.

ENVIRONMENTAL ACTION GUIDELINES

1. We will resolutely conduct environmental protection

activities based on a company-wide environmental man-

agement system that is overseen by the Environmental

Management Committee.

2. We will prevent pollution and protect the environment

by complying with environmental laws, regulations and

agreements, as well as the Tokyo Seimitsu environmental

policy and by establishing voluntary goals.

3. We will develop environmentally responsible products

and make improvements.

4. We will establish environmental objectives and targets

for the following measures concerning the environmental

impact of business activities, and will constantly take

necessary actions and perform internal audits and other

measures to identify areas requiring revisions:

sInitiatives to use natural resources effectively by lower-

ing energy and resource consumption, reducing waste

materials, and increasing recycling

sPrevention of pollution through the proper manage-

ment of harmful substances and reduction in the use of

substances with a high environmental impact

sDevelop environmentally responsible new products and

improve environmental properties of existing products

5. We will conduct training programs for all employees to

raise awareness of environmental issues. We will ask for

the understanding and cooperation of suppliers in the

execution of environmental programs.

6. We will disclose this environmental policy to the public

and make all employees aware of this policy.

Committed to maintaining a “WIN-WIN” relationship
with the environment and society, Tokyo Seimitsu con-
ducts activities with sincerity and transparency in order
to protect the environment. Environmental and

Social Report 2005

Tokyo Seimitsu publishes an environmental and

social report in October each year. This report is

available on our website:

http://www.accretech.jp/english

Home >> About ACCRETECH >> Eco Awareness

Tokyo Seimitsu “Environmental and Social Report”
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DIRECTORS AND AUDITORS (as of June 29, 2006)

BOARD OF DIRECTORS

Kazuo Fujimori

Sadakatsu Suzuki

Eiji Nagasawa

Kunimasa Ohta

President, CEO & COO

Sadakatsu Suzuki

Executive Vice Presidents

Kazuo Fujimori

Eiji Nagasawa

Kunimasa Ohta

Directors

Shigeru Umenaka

Wolfgang Bonatz

Greg Sebastian

Hitoshi Yoshida

Ryuichi Kimura

Standing Corporate Auditor

Hideaki Takagi

Corporate Auditors

Hajime Yoshigi

Shozaburo Karube

Seiji Yamamoto

Masashi Hisatomi

Eiji Kawahara
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Thousands of
Millions of yen U.S. dollars

2001 2002 2003 2004 2005 2006 2006

For the year:

Net sales ¥73,172 ¥34,064 ¥47,171 ¥62,324 ¥  84,750 ¥ 92,845 $790,373

Operating income (loss) 15,032 (1,757) 1,860 5,947 13,051 13,991 119,109

Net income (loss) 7,237 (2,026) 74 (3,783) 4,459 3,125 26,606

At year-end:

Total assets 91,477 79,865 88,669 94,893 100,993 109,875 935,350

Total shareholders’ equity 38,779 35,423 33,645 29,183 33,003 46,703 397,576

Interest-bearing debt 17,522 31,145 33,531 36,253 31,273 27,726 236,030

Yen U.S. dollars

Per share data (yen and dollars):

Net Income (loss) — basic ¥192.95 ¥(54.21) ¥   1.64 ¥(101.67) ¥  118.82 ¥   80.77 $       0.68

— diluted 192.21 – 1.64 – 108.75 74.02 0.63

Number of employees 1,160 1,146 1,101 1,100 1,144 1,169

Six-year Summary ..... 24

Financial Review ..... 25

Consolidated Balance Sheets ..... 30

Consolidated Statements of Operations ..... 32

Consolidated Statements of Shareholders’ Equity ..... 33

Consolidated Statements of Cash Flows ..... 34

Notes to Consolidated Financial Statements ..... 35

Report of Independent Auditors ..... 47

Contents

Financial SectionSIX-YEAR SUMMARY
Tokyo Seimitsu Co., Ltd. and Consolidated Subsidiaries
Years ended March 31


