Hitachi High-lech HITACHI

Inspire the Next

'\.

Integrated Ann 1al Report

@ Hitachi High-Technologies Corporation



Hitachi High-Technologies is a cutting-edge

technology company that functions as both

a manufacturer and a trading company, and
whose corporate vision is To consistently
aim to be Global Top in high-tech solutions.

Founded in 2001, we are now engaged
in global business development in five
segments: electronic device systems, fine
technology systems, science and medical
systems, industrial and IT systems, and ad-
vanced industrial products.

Blending our manufacturing and trading
company functions, we will continue to le-
verage our collective strength as part of the
Hitachi Group to provide society with the
best solutions available, so that we can be-
come a fast-moving creator of cutting-edge

businesses for our customers.

Forward-Looking Statements

Statements made in this Integrated Annual Report with respect
to Hitachi High-Technologies’ plans, strategies and future perfor-
mance are forward-looking statements based on management’s
assumptions and beliefs in light of the information currently avail-
able, and involve risks and uncertainties. Accordingly, actual per-
formance may differ materially from expectations due to a range
of factors including, but not limited to, changes in the Company's
operating environment.

Editorial Policy

In light of international trends in corporate disclosure,
Hitachi High-Technologies has opted to publish an integrat-
ed report covering FY2014. Providing information about
both financial and non-financial aspects of our company,
this report is a combination of the Annual Report and CSR
Report, which were previously published separately.

This report is provided as a communication tool to assist
our wide range of stakeholders in understanding our man-
agement policies and business strategies, with a primary
focus on value creation by our company.

In FY2014, we began applying the International Financial Reporting
Standards (IFRS). Unless otherwise specifically noted, the figures in

the financial statements are based on the IFRS. Furthermore, the nu-
merical data in this report includes results for consolidated subsidiaries.

Supplementary Materials
Available in our IR Library
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The Hitachi High-Tech's
Mechanisms for Creating Value

President’s Message Profile

President’s
Message

Review of FY2014 Results and Prospects for
FY2015
In FY2014, our major products performed strongly. In
the science and medical systems segment, our bio-
technology and medical products business record-
ed an increase in sales to emerging markets and the
U.S., while in the electronic device systems segment,
our process equipment business saw a rise in sales to
our biggest customers. At the same time, we scaled
back some underperforming businesses as we sought
a transition in our business portfolio in the fine tech-
nology systems segment. In addition, sales of some
products in the industrial and IT systems and advanced
industrial products segments fell. As a result of these
factors, revenue fell by 0.4% year on year to ¥619.6
billion. In terms of earnings, EBIT (earnings before in-
terest and taxes) rose by 43% year on year to ¥44.8
billion, while net income for the period rose 57% year
on year to ¥31.1 billion, due in part to the effects of re-
forms of our business structure.

In FY2015, we will continue to accelerate progress
along our path to growth and expand the scale of our
operations.

Shareholder Returns

Our fundamental policy is to return a suitable amount of
profits to shareholders while strengthening our finan-
cial position and management base. Specifically, we

Corporate Governance CSR at Hitachi High-Tech Company Facts and Figures

“Challenge to Change”

—Toward an Affluent Society—

strive to pay a stable dividend while striking a balance
with internal reserves.

In FY2014, we paid a dividend of ¥45 per share,
which was ¥15 higher than the previous fiscal year.

Aiming to Enhance Corporate Value

Based on our corporate vision of consistently aiming to
be Global Top in high-tech solutions, our company’s mis-
sion is to become a fast-moving creator of cutting-edge
businesses for our customers by providing society with
the best solutions available in the biotechnology and
healthcare, social and industrial infrastructure, and ad-
vanced industrial systems business segments.

Our specific management policies for achieving our
mission and continuing to accelerate the growth of our
businesses are to strengthen our business portfolio by
shifting resources to growing fields, to add impetus to
our global growth strategy tailored to the specific char-
acteristics of each business segment and region, and
to enhance our expertise in creating business with the
customer’s needs in mind.

Given the rapid pace of changes in market trends
and the business environment, we need to “Challenge
to Change” so that we can steadily bring these man-
agement policies to fruition. We will implement the
Hitachi High-Tech WAY even more rigorously and un-
dertake organizational management that values auton-
omy and decentralization by ensuring full awareness of

total optimization throughout the Group. By doing so,
we will promote a solutions business with a high level
of expertise that provides a finely tuned response to in-
creasingly specific customer needs. In this way, we will
contribute to the development of society by providing
the creative and innovative value that has come to sym-
bolize Hitachi High-Tech.

Links with Society

The key principles underpinning our business activities
are increased transparency of management through en-
hanced corporate governance, and the fulfillment of our
corporate social responsibility (CSR). In addition to in-
creasing supervision over the execution of business as
a Company with Nominating Committee, etc., we are
actively addressing the requirements of the Corporate
Governance Code. Moreover, as well as understanding
a diverse array of values and cultures as we expand
our business activities in global markets, we need to
develop pleasant workplace environments for our em-
ployees. We will promote efforts to add impetus to our
global growth strategy tailored to the specific charac-
teristics of each business segment and region, which
is one of our management policies, and will actively im-
plement diversity management to stimulate innovation.
We will build a strong organization capable of succeed-
ing in global competition by incorporating diverse sensi-
bilities and values to promote new ideas. Furthermore,

we will foster a corporate culture that respects social
diversity and use this to drive the growth of the Hitachi
High-Tech Group.

In addition, as well as helping to create an affluent
society through the provision of products and servic-
es, we will continue to engage in dialogue with all of

our company'’s stakeholders, including investors, share-
holders, customers, suppliers, employees, and local
communities. With a strong awareness that the value
of our company’s existence is defined by our relation-
ship to society, we will contribute to the resolution of a
variety of social issues as a company that fulfills its CSR
and is trusted by society.

Going forward, we will strive to enhance the value of
our company by fulfilling our responsibilities to society
as a company that truly embodies CSR.

September 2015

Representative Executive Officer,
President and Chief Executive Officer,
Board Director

Masahiro Miyazaki
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residents Message Mechanisms for Creating Value

Our Philosophy,
Values and
Strategy

Stakeholders

Pursuit of CSR

Maximization

Man
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Value Creation through the
Hitachi High-Tech WAY
4

The Hitachi High-Tech WAY consists of the Corporate
Vision, which defines what we want to become, our man-
agement strategy for achieving this, and the Hitachi High-
Tech SPIRIT, which sets out the four values required of
each and every employee.

Of these, the Hitachi High-Tech SPIRIT plays the most
important role in value creation. The Hitachi High-Tech
SPIRIT consists of the four values that we want each and
every member of the Group and the teams to which they
belong to care about. It is also positioned as the set of val-
ues that should guide every action that our employees take.

To ensure that it permeates and becomes firmly es-
tablished among our employees, the President and Vice
Presidents are appointed as CWQOs (Chief WAY Officers).
Our senior managers are tirelessly striving to ensure that
the WAY permeates the entire Group.

Throughout their day-to-day duties, each and every em-
ployee helps to foster the corporate culture that is the
source of our value creation by acting on the basis of four
values: Challenge, Openness, Speed, and Teamwork.

Corporate Governance CSR at Hitachi High-Tech Company Facts and Figures

Hitachi High-Tech WAY

The “Hitachi High-Tech WAY"” means the philosophy, values, and strategy
that our staff shares and practices, and which guides the actions of employ-
ees throughout the Group. More specifically, when faced with a decision as
to whether or not to do something or which option to choose, it is the point
of reference that serves as our judgment criterion; in essence, it is the act of
sharing our opinions when considering what we should achieve.

Creative Minds.
Innovative Solutions.

Group Identity Message

This refers to using creativity to provide
our customers and other stakeholders
with innovative value.

The Hitachi High-Tech WAY
as the Cornerstone of Efforts to
Promote Employee Engagement

4

Since formulating the Hitachi High-Tech WAY in 2011, we
have striven to increase awareness and understanding of it
among our employees. We are currently promoting initiatives
aimed at ensuring its permeation, consolidation, and practice.

One of the activities to which we are devoting the great-
est effort is our WAY SESSIONS, which give employees
worldwide the opportunity for discussions with senior
management. This activity helps WAY Officers and WAY
Leaders, who play the leading role in promoting the WAY at
each base, to identify issues specific to each region and to
put together improvement plans so that we can bring the
Corporate Vision to fruition. We expect that this two-way
initiative will help to ensure that the WAY is steadily prac-
ticed throughout the company, improving corporate value
by presenting our employees with new challenges.

In addition, we have established an annual awards
scheme to recognize individuals or groups who have dem-
onstrated outstanding achievements in putting the Hitachi
High-Tech WAY into practice. Going forward, we aim to
uncover earlier practical examples embodying these four
SPIRIT values and to promote widespread awareness of
them throughout the company in order to foster a SPIRIT-
oriented mentality among our employees and create val-
ues that can easily be put into practice.

Hitachi High-Technologies Corporate Vision

Basic Philosophy

Hitachi High-Technologies Corporation aims to
be a successful enterprise trusted by all our
stakeholders and contributing to social prog-
ress through business activities that emphasize
value creation through high-tech solutions. We
are committed to open, transparent, and reliable

Corporate Vision

Business Policy

Becoming a global leader in high-tech solutions

1. To place the customer first, growing with our customers by provid-
ing the best solutions, consistently a step ahead of market needs.

2. To contribute to value creation in the global community through syn-

ergies between our strengths in cutting-edge technologies and our
capabilities as an established trading company.

business practices. As we continue to grow, we 3. To aim for reliability and excellence based on our core assets of tal-

will value the environment and strive to build a
prosperous community, fulfilling our social re-
sponsibility and contributing as a corporate citi-
zen with passion and pride in our work.

Hitachi High-Tech SPIRIT
consists of the four values
that we want each and ev-
ery member of the Hitachi
High-Tech Group and the
teams to which they be-
long to care about: Chal-
lenge, Openness, Speed,
and Teamwork. These
constitute the principles
guiding each and every
action taken by Hitachi
High-Tech.

Hitachi Group Identity

The mission that Hitachi as-
pires to fulfill in society

ent and technical resources, and to maximize our corporate value.

Corporate Culture Policy

1. To respect the abilities of every employee and inspire confidence to

tackle new challenges.
2. To build a vibrant, enterprising company that is open to new ideas.

3. To encourage speedy and efficient performance through teamwork.

Management Policy
1. To aggressively disclose information and conduct business in a high-
ly transparent manner.

2. To exercise social responsibility as an environmentally aware corporate

citizen.

3. To conduct legally and ethically sound business activities.

CHALLENGE
Always taking on new challenges

» We energetically take on challenges in new
fields with our eye on future market and cus-
tomer needs.

» We steadfastly pursue the challenges we
have set as we progress toward our high
goals.

OPENNESS
Always being open to others

» We engage in open, lively communication
with people in and outside the company to
generate synergy.

» We strive to treat others fairly on the basis of

mutual respect, irrespective of nationality, eth-
nicity, or gender.

Hitachi High-Tech SPIRIT

SPEED

Always working in a speedy manner

» We satisfy people with speedy responses
that exceed customer and market expecta-
tions.

» We speedily implement the PDCA cycle—
continually improving operations through a
“Plan, Do, Check, Act” process—in pursuit of
high quality.

TEAMWORK
Always emphasizing teamwork

» We create new value for the market and our
customers through internal and external col-

laboration.

» We work together as a unified group of pro-
fessionals in order to reach our common
goals.

Contribute to society through the development
of superior, original technology and products.

The values crucial to
the Hitachi Group in

accomplishing its mission

Hitachi Founding Spirit:
Harmony, Sincerity, Pioneering Spirit

What the Hitachi Group

aims to become in the
future

Hitachi delivers innovations that answer soci-
ety’s challenges. With our talented team and
proven experience in global markets, we can

inspire the world.

By promoting the Hitachi High-Tech WAY under the umbrella of the Hitachi Group Identity, our company will strive to carve

out its own identity, while helping to increase the value of the Hitachi brand as a whole.
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Our Business
Infrastructure

CSR at Hitachi High-Tech Company Facts and Figures

We have developed our business by honing our core technolo-
gies to a level that enables us to offer solutions to challenges in
the most advanced fields at all times, while deploying high-value-
added products and services that leverage those technologies in

new fields. This approach focused on creating new business is the

Value Creation Resources

Number of domestic
offices and countries/
regions with bases

20 23

Number of employees

10,012

Our Roots

Hitachi, Ltd.’s Naka Factory

Established as a factory specializ-
ing in the manufacture of measur-
ing instruments for Hitachi, Ltd.,
LUCEINELCREET G A EENoEleeIn Rl Analytical technology
hub for manufacturing such prod-

ucts as electron microscopes,

semiconductor equipment, and Sensor technology
analytical instruments, develop-
ing CD-SEMs and instrument for

Core technologies

Electron beam

clinical chemistry and immunoas- technology
say analysis that have captured
the top share of the global market.

Hitachi, Ltd.’s Kasado Factory

Another of the roots of our com-
pany’s semiconductor equipment
business is the Kasado Factory,
which opened in 1921 as Hitachi,
Ltd.’s third factory.

The Kasado Factory manufac-
tures dry etching systems and Vacuum control
other devices that utilize our technology
plasma technology.

Core technologies

Plasma technology

Hitachi Electronics Engineering
Established in 1965 as a group

company of Hitachi, Ltd., Hitachi Core technologies
Electronics Engineering evolved Optical measurement
with a primary focus on the manu- technology
facture of equipment for manufac-

turing and testing associated with Image processing
semiconductors and liquid crystal technology
panels. It subsequently branched

out into railroad inspection tech- High-speed signal
nology and has been expanding | (uUGaaIulRCISLTI 0T
its operations in this area.

Nissei Sangyo

Originally established as Hinode Shokai, a group company of
Hitachi, Ltd., Nissei Sangyo's name is derived from the fact
that Hitachi, Ltd. was called “Nissei” (after the first and third

characters in its Japanese name) in Ibaraki Prefecture. Starting
out as a trading company selling the products of Hitachi and its
group companies, it came to specialize in the field of industrial
materials, mainly selling laboratory and industrial instruments,
as well as industrial equipment and materials.

infrastructure for the creation of value.

Commercialization

Analytical instruments

General analysis

Clinical chemistry and
immunoassay analysis

Electron microscopes

Semiconductor equipment

CD-SEMs* for semiconductor
evaluation

Plasma etching systems for
semiconductor manufacture

|

|
Wafer inspection equipment for
semiconductor inspection

L
Manufacturing and
inspection equipment

Railroad inspection equipment

Automated assembly equipment

Hard disk manufacturing and
inspection equipment

Measurement control systems

Instrumentation and
industrial instruments

Trading company specializing
in industrial materials

Partnerships with Hitachi, Ltd. &
Hitachi Group

Specialist sales team with
technical capabilities

Overseas network

*CD-SEMs: Critical Dimension-Scanning Electron Microscopes

offices countries people

(As of the end of March 2015)

(As of the end of March 2015)

R&D expenditure

¥19.6

billion

(Actual figure for FY2014)

Number of patents

8.100

(As of the end of March 2015)

Our Business Domains

Electronic
Device
Systems

Fine
Technology
Systems

Science and

Medical
Systems

Industrial and
IT Systems

Advanced
Industrial
Products

Overview of business

Technological innovation and market
changes occur at a rapid pace in the
semiconductor market. Through co-
operative efforts with semiconductor
manufacturers and research institutes,
we develop the most optimal, world-
inspiring solutions and provide them to
markets across the globe.

We use our advanced applied optical
technology to offer industrial solutions
for the social and industrial infrastruc-
ture sector, including inspection equip-
ment that ensures the safe running of
the Shinkansen bullet train and other
trains, as well as automation equipment
for the automobile industry, and equip-
ment used in the flat panel display field.

We collaborate with leading-edge cus-
tomers and universities and research
institutes to provide analytical instru-
ments that precisely meet the needs
of each and every industrial field, in-
cluding the realms of nanotechnology
and biotechnology.

With our cutting-edge, high-value-
added systems and solutions, we sup-
port manufacturing in industrial fields
that are the focus of global demand.
We provide a multitude of convenient,
reliable products and solutions to meet
customer needs.

Making full use of our know-how
and networks as a trading company,
we undertake optimal supply chain
management to support manufactur-
ing in high-tech fields. As the Hitachi
Group's trading company, we also as-
sist with the sale of the Group's prod-
ucts worldwide.

Main customers

e Semiconductor
manufacturers

®Rail industry companies
® Automotive component
manufacturers
*Household electrical
appliance manufacturers
eHard disk drive
manufacturers

eUniversities and research
institutes

eHospitals and commercial
laboratories

*Reagent manufacturers

e Companies in the
automotive industry

e Electronic component
manufacturers

e Chemical and food
manufacturers

*Government offices

e Hitachi Group companies

e Automotive and transport
equipment manufacturers

e Semiconductor device
manufacturers

e Optical communications
equipment manufacturers

Main products & services

Process equipment business

e Etching systems
Metrology and inspection equipment
business

* CD-SEMs

® Inspection systems

¢ \Wafer inspection equipment

Social infrastructure inspection business
® Railroad inspection equipment
Industrial infrastructure business
* A comprehensive range of services,
including maintenance services for
automation equipment and flat panel
display production equipment
® Hard disk manufacturing and
inspection equipment

Science systems business (electron
microscopes and scientific instruments)
® Spectrophotometers
e Chromatographs
e X-ray fluorescence spectrometers
® Electron microscopes
Biotechnology and medical business
e |Instrument for clinical chemistry and
immunoassay analysis
® Biotechnology instrument

Industrial solutions business
* Manufacturing and inspection equip-
ment (automated assembly systems for
automotive components, etc.)
® Solar photovoltaic power generation
systems
e |[nstrumentation systems
ICT solutions business
e |oT solutions
® Onboard devices
e Communication services

Global SCM services
Synthetic resins and related products

Automotive/transportation
components and materials
* Automotive components
Steel and non-ferrous metal products
Electronic components and materials
e Semiconductor materials
e Optical communications components
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Created by

maehi© . ElE@Ctronic Device
HignTech Systems Business

In our electronic device systems business, we
have worked with partners such as Hitachi,
various research institutes to develop pio-
neering products, building up core technolo-
gies for example electron beam applications.
Moreover, we have leveraged our core tech-
nologies for industrial purposes beyond their
applications in scientific analysis, provid-
ing semiconductor metrology and inspection
equipment and other products. In this way, we
have contributed to the development of cut-
ting edge process technology in the semicon-
ductor market, which is subject to constant
technological innovation and huge changes
in the market environment. In this field of
business, we create value through our tech-
nical capabilities built up through ceaseless
efforts to overcome challenges, our ability to
carry out R&D focused on identifying indus-
trial applications for advanced technologies,
and our collaboration with leading-edge cus-
tomers from the development stage.

Value Creation Keywords

A 4
R&D Capability

Early Collaboration

Accumulated Technical

@ Capabilities

R&D Capability

Originating in the instrumentation and semiconductor
manufacturing divisions of Hitachi, Ltd., the advanced
R&D capability of this business has brought to fruition
outstanding core technologies, including electron micros-
copy, plasma, and vacuum control technologies. Among
them is field emission electron source technology, one
of the technologies behind electron microscopes, which
is crucial to enhancing the performance of electron mi-
croscopes by increasing their resolution. There is also
magnetic microwave plasma technology, which is a core
technology used in etching systems.

CD-SEMs for semiconductor metrology are one ex-
ample of the application of our core technologies. We
were successful in achieving a bold paradigm shift from
their original use as a tool for observation to a tool for
high-precision measurement in industry by changing
the aforementioned field emission electron source to the
more stable Schottky emission electron source and mak-
ing them fully automated. As a result of these successful
efforts, we have held the top market share worldwide for
more than 30 years.

High Resolution FEB CD-SEM CG6300

Field Emission Electron Source Technology

Value
Created by
Hitachi

High-Tech Accumulated
Technical

Collaboration with
Customers & Partners

Early Collaboration

We undertake joint development with various partners,
building strategic partnerships as we continue to take on
the challenge of developing next-generation products.
Trends in cutting-edge technology identified in the joint
development process serve as pointers for the next round
of product development, thereby aiding in the creation
of products with value. Co-creation with our customers
and partners drives our success in honing our high-tech
solutions.

Joint Development with Leading-edge
Customers (Early Collaboration)

Business
Development
Anticipating
Customer
Evolution

Collaboration
with
Customers &
Partners

Business Development
Anticipating Customer
Evolution

We will serve our customers so that they can be the best
creators of cutting-edge business through undertaking
business development and mapping out the prospects of
the semiconductor manufacturers undertaking develop-
ment while identifying trends in the end products, as well
as developing a vision for the long-term outlook.

Responding to Changes in the Market
Environment

V

We have established engineering sites close to the develop-
ment bases of our leading-edge customers and undertake
joint development of manufacturing, metrology, and inspection
equipment, participating in the development of processes for
mass production from the earliest stages of device develop-
ment. By working together from an early stage in the develop-
ment process, we have established good relationships as an
indispensable partner for our customers.

Strategic Partnerships with External
Research Institutes

A4

The evolution of mobile communications and increasing prev-
alence of eco-friendly systems is significantly changing the
way of life in society. The horizons of semiconductors and
other electronic devices that support this social infrastructure
are also expanding and changing. As such, we will strive for
growth not only in our existing field of technologies focused
on miniaturization, but also in the creation of solutions that
address diverse needs.

Business Vision

NV

With advances in nanotechnology giving rise to the need to
measure critical dimension devices, higher-resolution electron
microscopes are required. The question of how to achieve high
luminance holds the key to the resolution of electron micro-
scopes. The field emission electron source used by our com-
pany achieves a luminance at least 100 times greater than that of
competing thermionic sources, thereby dramatically improving
the resolution of our scanning electron microscopes. The IEEE,
the world's largest professional association in the electrical, elec-
tronics, IT and communications fields, has honored our compa-
ny's field emission electron microscope in the IEEE Milestones
award, in recognition of the immense contribution that it has
made to society and industry.

V

We also form strategic partnerships with external research
institutes for the development of next-generation technol-
ogy. In 2005, we launched a joint research project with
imec (Interuniversity Microelectronics Centre), an inter-
national research institute, focused on the inspection and
measurement technologies required for next-generation
device development.

This joint research project not only aids in identifying
the latest technological trends and needs in the area of
next-generation product development, but also leads to
the installation of these products in the production lines of
participating companies.

e )
imec
Founded in Belgium in 1984, the independent research
institute imec conducts basic research in the fields of
microelectronics and nanotechnology, focusing on the
needs of the industry in the next 3 to 10 years. With
the participation of companies in the IT, communica-
tions, device, manufacturing equipment, and materials
industries worldwide, it conducts research based on
the open innovation approach.

We will pursue and create new value in partnership with our
customers in forefront industries.

e \We will create cutting edge products that apply our core
technologies and expand our market territories.

¢ \We will promote the development of business in new and
adjacent fields through the creation of new value.

Specific Initiatives

NV
Responding promptly to trends in technology and market
changes, with a focus on our business infrastructure and core
technologies, we will expand our business portfolio in three
fields: 1) new processes and technologies; 2) markets adja-
cent to the semiconductor sector; and 3) new fields.

¢ \We will introduce new products and solutions tailored to the
growth fields of new device materials and new structures.

¢ \We will expand our service and system solutions business.

e We will apply our core technologies to cultivate potential
needs in new and adjacent fields, including the IoT, onboard
systems, and energy devices.
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Created by

s Fine Technology
HighTech Systems Business

The source of value creation in our fine tech-
nology systems business is the manufac-
turing and inspection technology that we
have established through our development
of equipment used in the fields of railroad
inspection, hard disk drives, and flat panel
displays. Looking ahead to the replacement
of social infrastructure in developed countries
and its installation in emerging economies,
we will provide inspection systems that pro-
mote safety behind the scenes. In addition,
we will create new value by providing optimal
production solutions to our customers in the
manufacturing sector, where the automation
of production processes is progressing.

Value Creation Keywords

) 4

System Solutions

Collaboration-centered Commercialization

Accumulated Technical
Capabilities

System Solutions

The reliability of our social infrastructure inspection
technologies, which remain highly accurate even in bad
weather and other harsh environments, is underpinned
by the applied optical and image processing technologies
that we have amassed over many years.

We leverage precision mechanical technology in our
production solutions to support the automation of manu-
facturing industry, combining it with automatic control
technology and electronic circuit technology cultivated
via hard disk inspections to create unique solutions.

Applied Optical Technology
(Laser Surface Inspection)

Value
Created by
Hitachi

High-Tech Accumulated
Technical

Collaboration with
Customers & Partners

Collaboration-centered
Commercialization

We work in partnership with our customers to create new
business by developing social infrastructure inspection
systems and other solutions tailored to each customer’s
unique needs.

Our methodology of integrating technologies, prod-
ucts, systems and services to meet customer needs is our
mechanism for creating value in our fine technology sys-
tems business.

Commercialization of Railroad Inspection
Technology via Collaboration

Business
Development
Anticipating
Customer
Evolution

Collaboration
with
Customers &
Partners

Business Development
Anticipating Customer
Evolution

By providing optimal solution services that look ahead to
the expansion of investment in social infrastructure and
developments in the automation of manufacturing indus-
try, we will serve our customers so that they can be the
best creators of cutting-edge business.

Responding to Changes in the Market
Environment

NV

Laser surface inspection is a technology for detecting the
condition of an object’s surface by irradiating it with a laser,
concentrating the reflected light with a lens, and converting
it into an electrical signal using a photoelectric converter. As
an uneven surface scatters light, this property is utilized to
detect defects.

Hitachi High-Tech Fine Systems has amassed consider-
able know-how by conducting inspections of a diverse array
of objects in a variety of environments, including hard disk
drives, flat panel displays, and railroad rails.

Railroad Inspection Technology

V
Railroad inspection systems ensure safety, reliability and
comfort during travel, so they need to be sufficiently precise
to be able to carry out accurate inspections while running at
the train’s normal operating speed.

We worked with the various JR companies to develop
sensing technology capable of consistent inspections under
a variety of conditions. We also create value with our own
system solutions, which utilize our unique technologies in
software that processes the resultant data.

Co-creation and Commercialization of
Automated Assembly and Inspection
Equipment

A4

Overseas, we anticipate that investment in rail infrastructure
will intensify, mainly in the Middle East and emerging econo-
mies. At the same time, we expect that automotive com-
ponent production will shift back to Japan due to the weak
yen, and that there will be a growing need for automation
equipment as a result of the growing transition to unmanned
production lines, as the domestic workforce shrinks.

Business Vision

\/

Japan's Shinkansen bullet trains are one of the world's best
railroad systems in terms of precision, safety, comfort, and
convenience. Our company’s measurement technology and
inspection equipment are closely linked to the safe running
of the Shinkansen. Inspection equipment that we devel-
oped is installed on the high-speed test train used for the
Shinkansen bullet train, and is capable of detecting warping
and abrasion of just a fraction of a millimeter while traveling
at the Shinkansen'’s normal running speed (275km/h), without
touching the rails or overhead transmission lines.

We have also begun installing monitoring devices using
this technology on trains running on conventional lines.

Our technology is used on
. "“East-i,” the high-speed test train
used for the Shinkansen bullet
train, to measure the warping of
rails and abrasion of overhead
transmission lines while the train
is in motion.

"East-i,"” the high-speed test train
used for the Shinkansen bullet train
(Photo: East Japan Railway Company)

V

Automating manufacturing processes requires a deep un-
derstanding of our customers’ manufacturing processes, a
high level of customization to replicate them, and the ability
to offer the full range of processes right through to quality
inspection.

In partnership with other companies in the Hitachi Group,
we create value by building system solutions tailored to our
customers' industries.

V
As a supplier of manufacturing and inspection systems that uti-
lize cutting-edge technologies, we will provide customers with
innovations and leverage our unique business development
capabilities to promote our production solutions business.

Specific Initiatives

A4
e \We will expand business in growth fields relating to social
infrastructure inspection and industrial infrastructure.

¢ \We will work on expanding our service business focused on
the development of high-added-value aspects of our core
technologies, such as traceability and predictive diagnosis
via the analysis of big data.

Topic: Revitalizing Our Customer Support Activities to Enhance Our Service Business

To strengthen our service business from a global perspective, we are striving to enhance and standardize our services worldwide, by
deploying in our overseas service departments the service procedures and know-how that we have built up within Japan; for example,

using the operational status of equipment to forecast when parts will need to be replaced.

To speed up this process, we launched our Service Strategy Promotion Center in April 2012. This was followed in January 2013 by
the launch of our Global Service Support System (GSS), which facilitates central management of product operational status and service
history worldwide, enabling us to ascertain the operational status of all of our products. Going forward, we will utilize information gained

via this system in every area of the Hitachi High-Tech Group in order to enhance our service business.

-_—
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President's Message Profile

vawe  Value Creation in Our

“oan’ Science and Medical
HighTech - Systems Business

In our science and medical systems business,
the customization of spectroscopic analysis
technology—a core technology cultivated at
our Naka Division manufacturing and design
base—for specific purposes is supporting
progress in basic scientific research and the
development of diagnostic technologies in
the medical field. Through the commercial-
ization of new diagnostic technologies and
the provision of products and solutions that
increase the productivity of hospitals and
commercial laboratories, we form an inte-
gral part of our customers’ business mod-
els, and thereby incorporating mechanisms
for increasing value together, while creating
new value.

The Hitachi High-Tech's AU )
Mechanisms for Creating Value Uit @i CSR at Hitachi High-Tech Company Facts and Figures

Value Creation Keywords

) 4

Customization for Specific Purposes

System Collaboration Business Model

Accumulated Technical

Capabilities

Customization for Specific
Purposes

One of the strengths of our company is the ability to
customize general-purpose technologies for specific pur-
poses, tailoring them to a diverse range of analytical sub-
jects. Our stock of underlying technologies enables us to
develop key components and devices, giving us the abil-
ity to create bespoke solutions to suit customer needs.

Spectroscopic Analysis Technology

N
When an analytical subject is irradiated with a beam, various
forms of light are reflected, depending on the properties of
the substance under analysis. Spectroscopic analysis tech-
nology is used to identify the substance by analyzing the
wavelengths of this light.

Including X-ray analysis and fluorometry, we have analysis
technologies suitable for a diverse range of analytical needs,
whatever the mass, purpose of analysis, properties or shape
of the substance.

The field of biochemistry requires analysis technologies
that are more advanced than conventional techniques, includ-
ing analysis of samples that are still part of a living organism.

Spectrofluorometers

Value
Created by

Hitachi

High-Tech Accumulated
Technical

Collaboration with
Customers & Partners

System Collaboration
Business Model

The mechanism for creating value in our science and medi-
cal systems business is the creation of business opportu-
nities through collaboration, combining our strengths with
those of other leading-edge companies to bring forth unique
solutions. This is underpinned by our collaborative system
of sales and marketing support, which plays a crucial role in
bringing our collaborative endeavors to fruition.

Mutually Complementary Business Model

\/

The phenomenon in which a substance absorbs light and
then emits light of a longer wavelength than that absorbed is
called fluorescence. The molecules that have absorbed the
light energy become unstable and release energy as they try
to return to a stable state.

When this occurs, some release energy as heat and
some as light; the process of detecting this light and subject-
ing it to qualitative and quantitative analysis is called spectro-
scopic analysis.

In a spectrofluorometer, the sample is brought into con-
tact with a reagent and the device then detects the light
emitted from the resultant reaction and provides a readout
of the sample’s properties.

V

The System Collaboration Business Model (SCB) is a busi-
ness model based on coexistence and mutual prosperity, in
which we form an integral part of our customers’ business
models, ensuring that our success is bound to that of our
customers. We are translating our mission into reality on the
basis of our outstanding technological infrastructure and the
trust of our customers.

A leading example of SCB is our collaboration with the
Swiss company Roche—an internationally renowned In-Vitro
Diagnostics company—in the field of clinical diagnostics,
which has spanned almost 40 years. Our instrument technol-
ogy has won high praise for its ability to ensure that Roche's
reagents demonstrate the best performance, building a win-
win relationship.

« Reliability and technical capabilities of the instrument

Hitachi High-Tech

« Collective strength of the Hitachi Group

Instrument

~ Joint )
develop- [ Device Cust
ment of | Reagent USiomel

Reagent

Partner reagent
company

* Reagent development capabilities of the instrument
* Global sales and service network

Renewing Our Collaboration with Roche

In April 2014, we agreed to extend the 36-year history
of our collaborative business for a further decade. With
a marketing strategy that leverages the power of both
brands, we are devoting our energies to product de-
velopment and sales, aiming to secure an unassailable
market share.

Business
Development
Anticipating
Customer
Evolution

Collaboration
with
Customers &
Partners

Business Development

Anticipating Customer
Evolution

In our science and medical systems business, which
counts among its customers universities and other re-
search institutes, hospitals and other medical institu-
tions, reagent manufacturers, and others who require
advanced solutions, we will build a system that aims to
ensure that our customers’ success is our success. To
this end, we will maintain and build relationships that
enable us to identify as early as possible the analytical
challenges that they face, and participate in our custom-
ers’ value creation processes.

Responding to Changes in the Market
Environment

A4
While there are fluctuations in demand for our equipment
due to the economic situation in each country, we anticipate
that needs for high-precision analysis will grow further in
such cutting-edge fields as the environment and renewable
energy, new materials, and the life sciences, resulting in mar-
ket expansion in new fields of business.

Business Vision

V
In the fields of observation, measurement, and analysis, we
will create high-value-added specialist equipment by estab-
lishing common ground with our customers across all fields,
covering the whole spectrum of general-purpose products,
and working with our customers to resolve the challenges that
they face. Going forward, we will roll out SCB to other fields,
developing a growth model rooted in our technical capabilities.

Specific Initiatives

A4
e Growing our connections to leading-edge customers by en-
hancing our product range and strengthening our core tech-
nologies, we will swiftly provide solutions to cutting-edge
challenges.

® Actively exploring and developing collaboration with part-
ners with tremendous influence in the marketplace, we will
strengthen and expand our business focused on products
for applied fields (specialist instruments).

* \We will promote efforts to bolster the Group's integrated
production system and build manufacturing bases that give
us a cost advantage.

* \We will pursue greater customer satisfaction by swiftly en-
hancing our high-quality service system.
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Mechanisms for Creating Value Corporate Governance CSR at Hitachi High-Tech Company Facts and Figures

vawe B Value Creation in Our
Created by

wachi’ | INdustrial and
HighTeeh” |T Systems Business

Leveraging our strong relationships of trust,
tremendous expertise, and the resources
of the Hitachi Group, we are providing new
value that will enable us to become a fast-
moving creator of cutting-edge businesses for
our customers.

Value Creation Keywords vaue ) Value Creation in Our Value Creation Keywords
Created by =
\ 4 wachi’ . Advanced Industrial v
HishTech” Products Business

In our advanced industrial products business,
we are pursuing the creation of high added
value by building schemes that will create busi-
nesses for our customers, leveraging the global
network of the Hitachi Group.

Provider of Unique Solutions Our Global Value Chain

—_—
D

Hitachi High-Technologies Corporation

Collaboration with
Customers & Partners

Provider of Unique Solutions

Working closely with our customers, we support them in
fulfilling their ambitions by providing them with the best
solutions for their needs.

Creating Optimal Solutions with Pinpoint
Accuracy Based on Customers’ Own
Awareness of the Issues They Face

V

Our relationships of trust and expertise enable us to of-
fer solutions tailor-made to address the diverse needs
and challenges specific to each customer. To do so, we
identify those needs and challenges and explore the op-
timal solutions, leveraging the various resources. One of
our biggest strengths in this process is our easy access to
the products, technology, research, and personnel of the
Hitachi Group.

Solar Photovoltaic Power Generation
Systems Business

Business Development
Anticipating Customer
Evolution

The globalization of industrial fields means that needs on
the front line of manufacturing are becoming increasingly
sophisticated. We will resolve the challenges faced by our
customers with cutting-edge systems and IT solutions.

Responding to Changes in the Market
Environment

Collaboration with
Customers & Partners

Our Global Value Chain

In partnership with the rest of the Hitachi Group, we are
building new practices that will enable us to offer higher
added value.

Building Schemes through Partnerships

* \We expect markets in the industrial and IT field to grow fur-
ther going forward, particularly in the automotive, renew-
able energy, loT, and instrumentation sectors.

e Our customers will require greater expertise and unique
new solutions.

Business Vision

V

Focusing on solar photovoltaic power generation, which is
expected to become a widely used form of renewable en-
ergy, we are working on a joint mega-solar power genera-
tion project with Etrion Corporation of Switzerland. Blending
Etrion’s experience and know-how in the development and
operation of independent mega-solar power generation proj-
ects with the advanced technology, high quality, and main-
tenance capabilities of Hitachi, Ltd. in the field of power
generation systems, this initiative is making full use of our
company'’s experience and knowledge in the electric power
systems business in Japan. Hitachi High-Tech is responsible
for the overall management of the project, including liaison
with the other partners and relevant organizations.

Our Partnerships in Independent Power Generation Projects
and Our Role Therein

* \We aim to be a provider of unigue solutions in the industrial
and IT field.

 |n our specialist fields, we will pursue greater customer sat-
isfaction, providing optimal solutions tailored to the needs
of our customers and the challenges they face.

Specific Initiatives

V

As a trading company specializing in industrial materials,
we will leverage our global network and high level of ex-
pertise in each sector and product to identify new busi-
ness opportunities, building partnerships with the neces-
sary operators to develop new schemes. In this process,
we make full use of our strength in terms of our ease of
access to the products, technologies, research, personnel,
and other resources of the Hitachi Group.

LNG Transportation Tank Container Sales
Business in Canada

Business Development
Anticipating Customer
Evolution

We will seek to bring our company’s mission to fruition by
supporting our customers in Japan in successful global
expansion through the construction of value chains.

Responding to Changes in the Market
Environment

Our customers in Japan are expected to become increas-
ingly globalized going forward, so we anticipate a growing
need for the procurement of high-quality industrial products
overseas.

Business Vision

* \We strive to grow our business in our fields of expertise,
namely the automotive industry, the environment and
energy, instrumentation, and business associated with
the loT.

*\We will devote our energies to cultivating personnel
equipped with both a high level of expertise and the ability
to propose solutions, who are capable of driving product

Anticipating that the need for transportation of medium
volumes of LNG will rise as demand for shale oil grows in
North America and it becomes impossible to supply all of
this via pipelines and supertankers, we are promoting sales
of LNG transportation tank containers in Canada, in partner-
ship with Air Water Plant & Engineering Inc. (AWPE), the
tanker manufacturer with the largest share of the Canadian
market. The production of the tank containers is outsourced
to a local manufacturer, based on AWPE's advanced tech-
nology. Transportation tank containers have a long service-
able life of around 20 years, so we are developing this proj-
ect with a view not only to our manufacturing and sales
business, but also the spillover effect into peripheral busi-
nesses, such as leasing and maintenance services.

Locomotive Energy Energy transportation
Government : development for our customers. Customer ' anufacturers companies companies
MET! & local Electric power
governfmem) S Hitachi Sales staff Tank sales
Permit/approval a A G
Contract of sale High-Tech . - Joint venture ontract
. g Hitachi High-Tech company manufacturer
trmn | — i
Discussion Investment Other investors Strategy Sales
Hitachi of grid in shares License C_’ ; T o~
P inter- i | ontractf Compliance witl
SR connection SPC* s Financial institution Marketing management Ll
I Independent AT facturing
power finance } )
Developer producer Higﬁf’%‘éh AWPE Leasing and
! T Technology transportation
contrac 9 business partner

Landowner

*SPC: Special Purpose Company

Leveraging our global network, we will meet customer
needs with our high level of expertise in the field of industrial
materials, as well as increasing value added by building up
value chains.

Specific Initiatives

* By maintaining our close links to our customers in our sales
and marketing activities, we will increase the profitability of
our infrastructure business and strive to share examples of
success with other divisions.

® In particular, we will promote our business investment
strategy in the fields of automotive components and opti-
cal communications, expanding our high value added busi-
nesses.

* \We will establish and develop supply chain solutions that
leverage our functions as a trading company, including in
such areas as purchasing and financing.
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Corporate Governance

Corporate
Governance

As a Company with Nominating Committee, etc. as defined in the Companies
Act, our company is striving to enhance corporate governance by separat-
ing supervisory functions from business execution functions. We are also
actively putting in place internal control systems to ensure compliance with
laws and regulations, as well as our articles of incorporation.

We are currently discussing our company’s response to the Corporate
Governance Code, which came into effect on June 1, 2015, and plan to pub-
lish this by the specified deadline in our Corporate Governance Report, as
required by the Tokyo Stock Exchange.

Company Facts and Figures

Basic Approach to Corporate Governance

B 4

Basic Approach

Based on our corporate vision of “Becoming a global leader
in high-tech solutions,” we leverage our global network to
bring our customers—who are leaders in their fields—the
most advanced products and solutions, as befits a cutting-
edge technology company that functions as both a manu-
facturer and a trading company. Moreover, we believe that
it is vital to increase supervision over the conduct of busi-
ness in each segment and to strive to improve the transpar-
ency of management by enhancing corporate governance,
managing the company with a strong awareness of our cor-
porate social responsibility. This will enable us to gain the
trust not only of our shareholders, but also of the whole of
society, and to contribute to the progress and development
of society through our business activities.

Supervisory Functions of Management and the
Execution of Business

In terms of our organizational system, we are a Company
with Nominating Committee, etc., as defined in Article 2

(xii) of the Companies Act. A Company with Nominating
Committee, etc. is obliged to establish three committees:
a Nominating Committee, an Audit Committee, and a
Compensation Committee. This enables authority over the
nomination of candidates for positions on the board of direc-
tors, audits of the legality and appropriateness of business
administration, and decision-making concerning the remu-
neration of directors and executive officers to be separated
from the executive side of the business.

To further increase the transparency of management, five
of the eight members of the board of directors are outside
directors (three of whom are independent outside directors).

There are five directors on the Nominating Committee and
three each on the Compensation and Audit Committees, with
outside directors constituting a majority on each committee.

In the execution of business, there is a system of checks
and balances between executive officers, in which the
President only grants approval for important matters con-
cerning the management of the business after discussion
by the Executive Committee.

Corporate Governance Structure and Internal Control and Business Execution Structure
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B 2

Group Companies

: [ I | :
Board of Directors 1 Management Committee

*Chief Risk management Officer

' | Business Groups

The Nominating, Audit, and Compensation Committees

4

Our company has established three committees with members
drawn from among the directors: the Nominating Committee,
the Audit Committee, and the Compensation Committee. This
enables authority over the nomination of candidates for posi-
tions on the board of directors, audits of the legality and ap-
propriateness of business administration, and decision-making
concerning the compensation of directors and executive offi-
cers to be separated from executive posts.

The members of each committee are selected on the
basis of deliberations by the Board of Directors, with refer-
ence to the duties and authority of the committee in ques-
tion. The roles of each committee are as follows.

Nominating Committee

The Nominating Committee has the authority to decide on the
content of agenda items concerning the appointment and dis-
missal of directors for submission to the shareholders’ meeting.
The FY2014 Nominating Committee consisted of five direc-
tors (including three outside directors) and met three times.

Audit Committee

The Audit Committee has the authority to audit the execu-
tion of the duties of directors and executive officers and to
decide on the content of agenda items concerning the ap-
pointment, dismissal, and non-reappointment of account-
ing auditors for submission to the shareholders’ meeting.
In addition, it monitors the execution of business in partner-
ship with the Internal Auditing Division (which has 14 staff,
as of April 1, 2015).

Members of the Audit Committee conduct surveys and
inspections of the company and its subsidiaries to audit the
execution of duties by executive officers, attending impor-
tant internal meetings (such as meetings of the Budget/
Medium-term Management Plan Deliberation Committee, the
Internal Control Management Committee, and the Executive
Committee) as observers to gather information required for
their surveys and inspections, as well as providing advice con-
cerning the efficiency of management, where necessary. The
results of the Audit Committee’s audits are reported to the
Board of Directors. In addition, as well as conducting moni-
toring and verification to ensure that the Accounting Auditor
maintains an independent position and is carrying out appro-
priate audits, the Audit Committee receives reports from the
Accounting Auditor concerning the status of the execution
of his/her duties and seeks explanations where necessary.

The FY2014 Audit Committee consisted of three direc-
tors (including two outside directors) and met 17 times.

Compensation Committee
The Compensation Committee has authority over such matters
as the policy on determining the nature of the compensation
received by each individual director and executive officer, as
well as determining the actual compensation received based
on this policy*. The FY2014 committee consisted of three di-
rectors (including two outside directors) and met four times.
*For details of the policy on compensation of our company’s directors
and executive officers and the total compensation decided on by the

Compensation Committee, see “Total Compensation of Directors and
Executive Officers in FY2014" on P21.

Development of Internal Control Systems

B 4

As prescribed by the Companies Act, our company has de-
veloped internal control systems, which are decided upon at
meetings of the Board of Directors. The internal control sys-
tems required by law are mainly systems for ensuring the ef-
fectiveness of the execution of duties by the Audit Committee,
the legality of the execution of duties by the executive offi-
cers, and the proper operation of the Group, as outlined below.

a. Systems for the storage and management of information
concerning the execution of duties by our company’s ex-
ecutive officers

b. Regulations and other systems for managing the risk of
losses at our company

c. Systems for ensuring the efficient execution of the du-
ties of our company'’s executive officers

d. Systems for ensuring that the duties of our company’s ex-
ecutive officers and employees are executed in compliance
with laws, regulations, and our articles of incorporation

e. Systems for ensuring proper operations within the frame-
work of the business group consisting of our company,
our parent company, and our subsidiaries

f. Matters concerning directors and employees who should
assist our company'’s Audit Committee in its duties

g. Matters concerning efforts to ensure the independence
of the directors and employees referred to in the previ-
ous item from executive officers and the effectiveness
of instructions given to the employees in question

h. Systems for reporting to our company's Audit Committee
and systems for ensuring that individuals are not subject
to disadvantageous treatment on the grounds of having
submitted such a report

i. Procedures for the prepayment or reimbursement of ex-
penses incurred by members of our company’s Audit
Committee in the course of their duties and matters con-
cerning policies on the handling of expenses or debts in-
curred in the execution of other relevant duties

j. Other systems for ensuring that audits by the Audit
Committee are carried out effectively

In response to these requirements, our company’s execu-
tive officers have established appropriate, concrete systems
and procedures, which operate on the basis of approvals
and resolutions by the Board of Directors.

The Board of Directors receives reports from the execu-
tive officers concerning the operational status and outcomes
of these systems, issuing instructions for their improvement if
necessary. Alternatively, the executive officers may propose al-
terations in response to changes in the business environment,
which may be approved and resolved by the Board of Directors.
Through these efforts, our company strives to maintain the ef-
fectiveness and relevance of our internal control systems.
Note: Details of specific decisions concerning our company'’s internal con-

trol systems can be found in our Corporate Governance Report, as
well as our business reports and securities reports.
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©

Hitachi High-Technologies Corporation



N
o

Hitachi High-Technologies Corporation

The Hitachi High-Tech's

At Hlessege il Mechanisms for Creating Valu

Corporate Governance

Risk Management System

Company Facts and Figures

B 4

Aware of the importance of properly addressing the vari-
ous risks that our business activities entail, we have put in
place a risk management system and established the Risk
Management Rules, in order to improve corporate value by
achieving its business goals. These rules set out the defi-
nition of risk and our basic policy toward it, as well as pre-
scribing the roles of the Compliance Committee and the
executive officers tasked with risk management.

The company’s risk management system is overseen
by the Internal Control Management Committee, which is
chaired by the Chief Risk management Officer (CRO), who
is the executive officer responsible for internal controls.

In addition, the J-SOX Committee, Compliance Committee,
Information Security Committee, and Environmental Committee
have been established as subcommittes of the Internal Control
Management Committee. Each of these committees under-
takes activities to reduce risk in the area within their purview,
based on the PDCA cycle. Other forms of risk are dealt with
by the executive officer in charge of each division as part of
the scope of duties arising from their position.

Risks That Could Affect the Group’s Operating
Results, Share Price, and Financial Position

(1) Market trends

(2) Technological innovation
(3) Intensifying competition
(4) Soaring material costs

(5) Risks arising from international activities and
overseas expansion

(6) Disasters

(7) Pension benefit obligation
(8) Changes in exchange rates
(9) Intellectual property matters
(10) Information security

(11) Litigation and other legal procedures

Internal Control Systems for Financial Reporting

B 4

In light of legal and social requirements to develop and re-
port on our internal controls for financial reporting, in FY2004,
we began building a system for the assessment of our in-
ternal controls by the senior management, and we strive to
ensure the reliability of our financial reporting.

Since FY2008, we have been compliant with the Financial
Instruments and Exchange Act, which instituted the Internal

Information Security

Control Reporting System*.

We have also established the J-SOX Committee, which
is developing our system of internal controls concerning fi-
nancial reporting.

*Internal Control Reporting System: Under this system, applicable from
the business year beginning on or after April 1, 2008, businesses must

submit both an internal control report assessing their internal control sys-
tem for financial calculation and a securities report for each fiscal year.

) 4
We recognize that information security initiatives are an is-
sue of tremendous importance, so we have put in place
rules and systems, and strive to ensure full awareness of
and compliance with these among the whole workforce. We
established the Information Security Committee to promote
the development of a framework for managing informa-
tion security. In addition, with the cooperation of everyone
throughout the company, from senior management to front-
line employees, we are implementing the following mea-
sures in accordance with the Three Principles for Preventing
Leakage of Confidential Information*.

1. Taking steps to ensure that information leakage incidents
do not occur in the event of the loss or theft of an item
of IT equipment

2. Strengthening monitoring focused on the leakage or dis-
closure of important information

3. Preventing computer virus infections

*Three Principles for Preventing Leakage of Confidential Information:

1. As a general principle nobody can take confidential information out of
the company'’s premises.

2. Any person taking confidential information out of the company’s prem-
ises due to business necessity shall obtain prior approval from the
Information Assets Manager.

3. Any person taking confidential information out of the company's prem-
ises due to business necessity shall put in place relevant and appropri-
ate measures against information leakage.

Compliance Framework

B 4

1. Basic Approach

Based on our Risk Management Rules, we have established
the Compliance Committee, which meets regularly to dis-
cuss the status of compliance risk, plans for measures to
address this, and the implementation status of such mea-
sures. More specifically, responsibility for addressing each
particular type of risk has been assigned to a specific de-
partment; the head of the department in charge of tackling
a particular type of risk envisages and evaluates that risk,
as well as implementing measures to deal with it, such as
providing in-house education concerning relevant legislation
and internal rules. In addition, the manager concerned iden-
tifies new compliance risks that are a concern. If a problem
should occur, an extraordinary meeting is held, at which the
Committee discusses the investigation of the problem and
its root causes and measures to prevent recurrence.

2. Establishment of the Whistleblower Reporting Service
In January 2004, we established a whistleblower report-
ing service to identify and address violations of the law
and incipient fraud as early as possible. In April 2004, we
extended the scope of whistleblowers to include special
fixed-term employees, temporary agency workers, and ca-
sual workers. Whistleblowers can choose to contact an

external third-party organization and to report issues anon-
ymously. The information provided to this reporting service
is passed on to the Compliance Committee.

3. Compliance Education and Awareness Activities
We strive to ensure thorough compliance via ongoing com-
pliance education at all levels of the company, from new
staff to management executives.

We provide rank-specific training courses that provide
participants with an understanding of the company’s ap-
proach to compliance, the compliance system, and the whis-
tleblower system. Case studies are also used during these
courses to further improve compliance awareness.

The relevant departments provide training courses and e-
Learning opportunities for employees who require a know!-
edge of specific laws and regulations in the course of their
duties. One such course is the legal affairs training course,
which uses examples of specific laws and regulations to
explain compliance issues.

At each workplace, the managerial staff play a central
role in using OJT* in the course of day-to-day operations to
ensure full awareness of compliance and implement vari-
ous measures.

*On-the-Job Training: Education and training provided to employees
through practical training in the workplace.

Approach to Decisions on the Compensation of Directors and

Executive Officers

I 4

The Compensation Committee determines the compensa-
tion of directors and executive officers pursuant to the fol-
lowing policies, with input from external professionals.

Basic Policy

(1) Directors and executive officers responsible for manage-
ment receive compensation for managing the company
based on their success in business activities emphasizing
value creation through high-tech solutions, and the degree

to which this success helps the company to win the trust
of all stakeholders and contribute to social progress.

(2) The level of compensation that directors and executive
officers receive is decided on the basis of standards that
take into account job responsibilities commensurate with
the executive position of each individual, operating per-
formance of the company and its group companies, busi-
ness environment, and levels deemed acceptable by the
public at large, among other factors.

Total Compensation of Directors and Executive Officers in FY2014

105
4 72
15 349

5 13 117
4 © 81
15 180 6728

Notes 1. Figures for the number of directors and the amount paid in compensation do not include those directors serving concurrently as executive officers.
2. The aforementioned monthly remuneration includes the monthly remuneration paid to one director who stepped down upon completing his term
of office at the conclusion of the company’s 95th Ordinary General Meeting of Shareholders held on June 19, 2014.
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Corporate Governance

Directors and
Executive
Officers

(As of June, 2015)

Executive Officers

Board Directors and Executive Officers Board Director

Representative Executive Officer, Chairman of the Board and
President and Chief Executive Officer, Executive Officer

Board Director Masao Hisada

Masahiro Miyazaki

Overall Management Execution

Chairman of the Board and Representative Executive Officer, Board Director
Executive Officer President and Chief Executive Officer, Yoshikazu Dairaku

. Board Director
Masao Hisada Member of Audit Committee

Member of Nominating Committee Masahiro Miyazaki
Member of Compensation Committee

.
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Hitachi High-Technologies Corporation

Outside Board Directors

e

Outside Board Director Outside Board Director
Hideyo Hayakawa Hiromichi Toda

Outside Board Director

Yuji Nishimi

Outside Board Director
Toyoaki Nakamura

Outside Board Director
Ryuichi Kitayama

Representative Executive
Officer, Executive Vice

Senior Vice President and
Executive Officer

President and Executive Officer Toshiyuki lkeda

Naoki Mitarai Science & Medical Systems, Service
Human Resources, Corporate Business

Communication & CSR, Legal, Internal

Control, Compliance & Risk Management,

Export Control, Environmental Management,

Group Company Management, CHRO, CRO

‘fl‘.

Senior Vice President and
Executive Officer

Katsutaka Kimura
Electronic Device Systems

Vice President and
Executive Officer

Shunichi Uno

Accounting & Finance, Trade Compliance
Management, Internal Control and
Investor Relations, CFO

N
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Hitachi High-Technologies Corporation

Member of Nominating Member of Nominating Member of Audit Committee Member of Nominating Member of Nominating
Committee Committee and Audit Committee and Compensation Committee and Compensation
Committee Committee Committee Vice President and Vice President and Vice President and
Representative Executive Officer,  Representative Executive Officer, Executive Officer Executive Officer Executive Officer
Executive Vice President and Executive Vice President and L. . A
Executive Officer, Hitachi, Ltd. Executive Officer, Hitachi, Ltd. Shinji Sato Ryuichi Nakashima Junichi Hashimoto
Marketing & Sales Strategy, IT Strategy, Smart Transformation Advanced Industrial Products Business

€S0, CMO Promotion, CIO, CTrO

Executive Officer Executive Officer Executive Officer Executive Officer Executive Officer
Hirohide Omoto Hiroshi Tajima Joji Honda Tsutomu Okada Yuji Sato
Electronic Device Systems Industrial & IT Systems Business, ~Manufacturing, Procurement, Science & Medical Systems R&D, Intellectual Property,

Fine Technology Systems Business  Quality Assurance New Business Creation, CTO
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Medium- to Long-term Value
Creation through CSR

We regard CSR as an activity that is essential to sustainable corporate growth and the improvement
of corporate value. As such, we are promoting group-wide activities based on the CSR Policy of the
Hitachi High-Tech Group. There are two aspects to our CSR: defensive, in the form of regulatory and
legal compliance, and proactive, in the form of the resolution of social issues through our business
activities and activities that contribute to society. We aim to be a company that truly embodies CSR, by
making these initiatives an integral part of the company’s management.

Our System for CSR Promotion

) 4
To promote CSR, we have established the CSR Promotion
Committee, which is chaired by the President and Chief
Executive Officer. The Committee’'s members, who are
executive officers of the company, discuss Hitachi High-
Tech’s strategies and plans for CSR activities and other im-
portant matters.

To promote these activities, in FY2014, we established

the Hitachi High-Tech Group CSR Liaison Meeting, which
aims to enhance the system for promoting CSR throughout
the Group by sharing information about the CSR policies
and activities of both the Hitachi Group and our company.
In FY2015, we will introduce an ISO 26000 self-assess-
ment tool to promote integrated CSR activities throughout
the Group.

Development of an ISO 26000 Self-assessment Tool

I 4

We have decided to introduce the ISO 26000 interna-
tional standard to promote common global CSR activities
throughout the Group.

The first step in this process is the development and
introduction of our ISO 26000 self-assessment tool,
which has been created by modifying our existing self-
assessment tool. This will enable us to set policies in line
with the Seven Core Subjects of ISO 26000 for all parts
of the Group across the globe, and evaluate our level of
achievement in these areas. This new approach will be
used to further integrate CSR with management.

The Seven Core Subjects of ISO 26000

Community
involvement .
and Human rights

development A

24 v

Consumer Organizational Labour
issues governance practices

A A

Fair operating Y .
practices Environment

Aiming to Balance Social Value with Corporate Value by
Making a Social Contribution via CSV"'

I 4

In our pursuit of CSV to create value, we have made CSR
activities an integral part of our core business and are link-
ing resources cultivated through our core business into ef-
forts to resolve social problems. We undertake business
activities in which the creation of value for society is an
intrinsic aspect of our company’s growth. To this end,
as well as leveraging our technology and knowledge to

achieve healthy lifestyles, ensure food safety, and improve
the safety of rail transport, our activities include education-
al support*? for elementary and junior high schools to help
to promote interest in science among the next generation.
*1 CSV: Creating Shared Value

*2 See P26-27 for details of our educational support for elementary and ju-
nior high schools

For further details, please visit the CSR section of our website.

http://www.hitachi-hightech.com/global/about/csr/

Properly Addressing Global Environmental Risk Compliance

I 4

Our divisions within Japan and our Group companies, in-
cluding those overseas, are divided into units called busi-
ness blocks. As well as promoting activities aimed at
continually reducing the environmental burden via our envi-
ronmental management system, we have set voluntary nu-
merical standards for each corporate body that are stricter
than the regulatory requirements imposed by the national
and local governments, and are striving to comply with our
own standards. In addition, through reciprocal environmen-
tal audits, we endeavor to identify latent environmental
risks and check our compliance with environmental legisla-
tion, in order to prevent environmental accidents.

To respond to frequent legislative revisions, we need
to make decisions and take action promptly, based on

Environmental Legislation Management System Flow Chart

Head office IT system _ Business blocks
o Automatic
Details of revisions l\ggg?arlsr;g SEIETEY Revision detail
) i > )y Revision details
— (article-by-article (each corporation)
commenta
Official _—

gazette,
etc.

\ 4

revisions
W ERELEEN
database

Check
appropriateness

Record details Respond to
of compliance compliance-related
matters

Promoting Diversity Management

an accurate interpretation of the legislation concerned. We
have developed an Environmental Legislation Management
System to share information among our business establish-
ments within Japan about compliance with environmental
legislation, as well as trends in new legislation and details
of any revisions. In addition, in FY2014, we launched com-
prehensive environmental legislation risk management ac-
tivities throughout the Group.

Main Advantages

This system reduces environmental risk by sharing infor-

mation with the Hitachi High-Tech Group’s nine business

blocks, including information about the monitoring of de-

tails of revisions to environmental legislation, the applica-

bility of new legislation, and evaluations of compliance with

requirements.

e Sharing and harmonization of information about legislative
revisions through its integrated management

e Recording of compliance-related matters in the event of an
incident, and monitoring through the setting of deadlines

e Automation of compliance monitoring, and alert functions

Effects

e More appropriate interpretation of legislative provisions

e Increased accuracy in determining the applicability of leg-
islative requirements

e Faster compliance assessments

B 4

Globalization and innovation are at the core of our manage-
ment strategy, which aims to further increase the share
of overseas sales and constantly create new business.
One approach helping to drive our worldwide manage-
ment strategy is diversity management*, which is based
on respect for diverse sensibilities and values, while draw-
ing upon them to revitalize the organization. Based on this
recognition and under the leadership of our senior man-
agement team, our Diversity Promotion Committee and
interdepartmental working group are playing a central role
in our efforts to accelerate a variety of measures.

For the time being, we are focusing on active social par-
ticipation by women in particular. As such, we have set
two key targets: (1) women to make up at least 30% of
the new graduates hired from FY2016 onward; and (2) at
least 5% of managerial posts to be held by women by
FY2020. As a result, we are appointing the female execu-
tives in the year ahead.

In addition, to create an environment in which a diverse
array of people can play an active role, we are implement-
ing the 20-20 (two-zero, two-zero) Project in all workplaces
and among all employees. This innovative seeks to reform
ways of working by encouraging staff to keep overtime to
20 hours a month on average and to take at least 20 days of
paid leave each year.

Going forward, we will roll out these measures to our

Group companies, including those overseas, and ensure
that they are brought to fruition, thereby promoting diver-
sity management throughout the Group, across the globe.

* A management technique that brings people with diverse ideas and ways
of thinking into the company and introduces systems and programs to en-
courage the creation of innovative programs and ideas.

External/Objective elements

Language

View of humanity

Disabilities

Internal/Subjective elements
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Providing Thrilling'insights into the Microsédﬁpic,k
World to'Nurture an Interest in Sciencef

L4 w

m

Inviting children‘into a world that they cannot normally see stimulates their curiosity, awak-

ening a boundless interest in their surroundings. Our Miniscope tabletop electron micro-

scope is an important item that provides children with a glimpse into the world of science.

Using Our Core Technologies to Tackle the Global Drift Away from Science

B 4

The drift away from science that has become an issue com-
mon to all developed countries could not only make it dif-
ficult for companies to secure research and development
personnel, but also reduce the international competitive-
ness of the nation as a whole. We have supported science
education across the globe by providing children with op-
portunities to view familiar items at the microscopic level
through the loan of tabletop electron microscopes, thereby
arousing their interest in the science and technology that
makes this possible.

This initiative encompasses not only Japan, but also coun-
tries in North and South America and Europe. For example,
in the United States, we have enhanced the content of our
activities by partnering with distributors and establishing a

special website. In doing so, our goal is to go beyond the
boundaries of activities that merely contribute to society and
to actually create value for society by helping to nurture the
next generation of scientific researchers.

Our activities to support science education using the
Miniscope are mainly handled by our CSR Division, which
implements strategic programs and builds cooperative re-
lationships with various relevant organizations, as well as
promoting awareness among employees. Based on the
know-how that we have cultivated from our experience to
date, we plan to adopt a multifaceted approach in ongoing
efforts to forge deeper day-to-day links with local govern-
ments, educators, and communities.

Achievements in Our Support for Science Education and Prospects for

the Future

B4

Since 2005, we have been involved in a number of activities

to support science education, with a view to stemming the

drift away from science among young people. Our activities

to date fall into three major categories.

1) Exhibiting at events for children, to give them opportu-
nities to see and touch the equipment we make

2) Visiting SSHs* to give demonstrations

3) Taking equipment into elementary and junior high schools
to support science classes

We have exhibited regularly at a variety of events for chil-
dren since 2005, including “Hitachi Science Seminar: Let’s
observe by using an electronic microscope!”, “Concours of
Schoolchildren’s Inventions” (National Museum of Nature
and Science), and Nippon Cultural Broadcasting’s Science
Kids public recording session, with around 100 children tak-
ing part in each event.

In FY2014, 1,624 schoolchildren took part in these hands-
on events aimed at kindling an interest in science. These
activities have undoubtedly helped to deepen children’s
awareness of science.

To expand these activities further, we need to ensure
that as many people as possible can operate the Miniscope

proficiently. As such, our next goal is to teach current and
former staff from our company and science teachers from
SSHs how to use them.

These activities will foster teaching and learning relation-
ships via the medium of the Miniscope. If the Miniscope
helps to increase the number of children with a passion for
science, we will truly be able to say that our corporate ac-
tivities and a resource that we have cultivated are helping
to solve a problem for society.

*SSH: Super Science High School. A high school or combined junior and
senior high school designated by the Ministry of Education, Culture,
Sports, Science and Technology as a school providing advanced educa-
tion in science and mathematics, in order to nurture future scientists and
engineers with a global outlook.

e = -i____,_._-——-—'__'—"-
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a Fukushima Elementary School

Educational Support Using the Miniscope at

B 4

In May 2015, we took a Miniscope to Kawamata Elementary
School in Fukushima Prefecture to assist with science les-
sons for the fifth-grade students.

A staff member from our CSR Division served as guest
lecturer for two classes. During the first lesson, which fol-
lowed the standard curriculum, the children observed mi-
croorganisms in water, under the guidance of their science
teacher. When they looked at a pre-prepared sample with
the naked eye, under a stereo microscope (20 times magni-
fication), and under an optical microscope (300 times mag-
nification), the organisms in the sample became clearer and
clearer as the magnification increased.

Normally, this kind of observation would end after using
the optical microscope, but our company’s Miniscope was
then used in this lesson to continue observing the sample
at an even higher magnification. From then on, the children
entered a world that would have been closed to them with-
out access to an electron microscope.

Conventional electron microscopes are big and have limita-
tions in terms of the environments in which they can be installed,
as well as necessitating a difficult sample pretreatment pro-
cess, so most people could not readily access them. However,
thanks to our company’s development of the Miniscope, an
electron microscope that can be used on a tabletop and sim-
plifies the complex sample pretreatment process, electron
microscopy can now be used in the classroom.

In the latter half of the lesson, our staff member operat-
ed the Miniscope, which had been placed on the teacher’s
bench, using it to bring up a huge image of Scenedesmus (a
type of green algae that lives in fresh water) on the screen.
He then switched through the magnifications from 600 to
10,000 times on the computer screen. The students all
watched the screen intently, completely enthralled.

In the next lesson, the students conducted experiments
in which they used the Miniscope to enlarge samples that
they had brought in. The students cheered when they saw
the microscopic world of the sample plants and insects
shown on screen while preparations were being made.

In fact, a sample brought in by one of the students re-
ceived the biggest reaction of all. It was a woodlouse.

s
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Yotaro Hatamura
Professor, Kogakuin University/Professor Emeritus,
University of Tokyo
Current fields of activity: Micro- and nanofabrication, pro-
duction engineering, medical support engineering, failure
studies, risk studies, creativity studies. Heads the Practical
Design Research Foundation, which studies the principles
of creative design. He is also the founder and president of
the Association for the Study of Failure, through which he is
promoting more widespread study of failure.
L

Appraisal of Hitachi High-Tech’s Activities

| believe that this is precisely the kind of thing that satisfies children’s curiosity. The
special lessons that Hitachi High-Tech provides on school visits provide insights
that cannot be gained from textbooks or by carrying out a pre-selected experi-
ment with a predetermined result. These lessons offer real-life experiences that
give children the opportunity to bring in the things that they think are interesting
and want to look at, and to observe them at a magnification of thousands or tens
of thousands of times. This process is crucial in cultivating a passion for science.

Hitachi High-Tech is able to undertake these activities precisely because it has
the most advanced technologies, enabling it to combine the user-friendliness of an
optical microscope with the performance of an electron microscope. It truly is an
initiative that contributes to society while playing to the company’s strengths. This
initiative requires considerable effort in terms of preparation and coordination, so
it would not be possible without the enthusiastic support of the company'’s staff.
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Company Facts and

Figures

Financial

Highlights

Hitachi High-Technologies Corporation and Consolidated Subsidiaries Hitachi High-Technologies Corporation and Consolidated Subsidiaries
Fiscal year Fiscal year
s
Millions of yen Millions of yen
FY2004  FY2005  FY2006  FY2007  FY2008  FY2009  FY2010  FY2011 FY2012  FY2013  FY2014
For the year: For the year:

Net sales ¥ 036,865 ¥888,293 ¥951,619 ¥943,124 ¥774,950 ¥616,877 ¥653,431 ¥ 645,865 ¥ 575,468 ¥639,116 ¥ 637,497 Revenues ¥ 621,815  ¥619,632
Electronic Device Systems — — — — — — 95,899 102,386 103,919 117,263 124,480 Electronic Device Systems 103,184 105,893
Fine Technology Systems — — — — — — 38,803 22,979 14,320 17,217 10,037 Fine Technology Systems 16,677 11,354
Science & Medical Systems — — — — — — 115,377 147,055 132,919 150,360 164,136 Science & Medical Systems 150,308 164,264
Industrial & IT Systems — — — — — — 118,206 121,687 94,124 93,344 84,858 Industrial & IT Systems 93,722 84,869
Advanced Industrial Products — — — — — — 295,646 261,216 236,443 267,042 258,882 Advanced Industrial Products 263,983 258,110
Others & Adjustments — — — — — — (10,500) (9,458) (6,257) (6,110) (4,897) Others & Adjustments (6,059) (4,857)

Operating income (loss) 30,001 36,036 45,062 49,141 14,909 (1,626) 27,893 25,459 18,951 30,431 44,134 EBIT 31,367 44,778

Net income (loss) 15,004 19,249 26,109 26,932 7,075 (2,827) 17,752 14,265 12,166 18,032 28,129 Net income 19,866 31,131

Cash flows from operating activities 26,000 15,700 24,805 30,743 31,056 22,371 20,916 43,453 10,974 36,334 34,488 Cash flows from operating activities 35,5633 34,426

Cash flows from investing activities (576) (9,578) (5,900) (6,393) (18,684) (8,277) 1,194 (25,203) (4,424) (24,674) (9,543) Cash flows from investing activities (24,250) (9,277)

Free cash flows 25,424 6,122 18,905 24,350 12,372 14,094 22,110 18,250 6,550 11,661 24,945 Free cash flows 11,283 25,149

Cash flows from financing activities (21,582) (12,762) (4,009) (3,685) (9,306) (2,759) (2,949) (4,137) (8,013) (4,664) (5,515) Cash flows from financing activities (4,482) (5,662)

At the year-end: At the year-end:

Total assets ¥ 432,501 ¥457,837 ¥480,191 ¥504,873 ¥427,576 ¥411,049 ¥413,267 ¥442,162 ¥ 433,639 ¥494,934 ¥536,595 Total assets ¥ 494,703 ¥536,705

Total net assets 173,379 193,363 221,330 235,104 234,278 229,399 242,845 253,012 267,189 272,968 302,324 Total equity 270,900 301,696

Cash and cash equivalents 48,967 43,600 59,267 77,853 79,628 90,188 107,704 121,598 123,485 133,599 154,558 Cash and cash equivalents 132,923 153,942

Per share data (¥): Per share data (¥):

Net income (loss) ¥ 107.94 ¥ 13924 ¥ 189.81 ¥ 19580 ¥ 5144 ¥ (2055 ¥ 129.07 ¥ 103.71 ¥ 8845 ¥ 131.11 ¥ 204.52 Earnings attributable to owners of the parent ¥ 14439 ¥ 226.08

Net assets 1,269.18  1,404.96  1,672.14  1,707.69  1,701.74  1,666.00  1,764.66  1,837.84 1,939.81 1,981.00  2,193.48 Equity attributable to owners of the parent 1,968.19  2,191.32

Dividends 20.00 25.00 25.00 30.00 30.00 15.00 20.00 30.00 20.00 30.00 45.00 Cash dividend 30.00 45.00

Ratio: Ratio:

Operating income (loss) ratio (%) 3.2 4.1 4.7 5.2 1.9 (0.3) 4.3 3.9 3.3 4.8 6.9 Income before income taxes ratio to revenues 5.1 7.3

Equity ratio (%) 40.1 42.2 45.0 46.5 54.7 55.7 58.7 57.2 61.5 55.0 56.2 Equity attributable to owners of the parent ratio 54.7 56.2

Return on equity (ROE) (%) 9.0 10.5 12.7 11.9 3.0 (1.2) 7.5 5.8 4.7 7.0 9.8 Net income ratio to equity attributable to owners of the parent 7.7 10.9

Return on assets (ROA) (%) 5.8 7.9 9.4 9.9 35 (0.1) 7.2 6.1 4.6 6.6 8.2 Income before income taxes ratio to assets 6.8 8.8

Price-earnings ratio (Times) 15.7 22.3 17.0 8.4 26.9 — 12.9 19.0 22.4 18.3 17.9 Price-earnings ratio 16.6 16.2

Note: Starting with the securities reports for FY2014, the Company has switched to compiling IFRS-
compliant consolidated financial statements. For FY2013, the Company has also prepared IFRS-
compliant figures, as well as making the adjustments required under Japanese standards.

N
©

Hitachi High-Technologies Corporation



w
o

Hitachi High-Technologies Corporation

N ) The Hitachi High-Tech’s A .
President’s Message Profile Machanisms for Creating Value Corporate Governance CSR at Hitachi High-Tech Company Facts and Figures

Company Facts and FY2014
Figures

Revenues EBIT Earnings per Share Payout Ratio
Ats Glance v619.6 v44.8 v226.08 229,

billion billion

Share of Revenues by
Business Segment Revenues (billions of yen) EBIT (billions of yen) FY2014 in Review Main Products

Our process equipment business saw a substantial rise, due to strong sales to our biggest
. customers.
Electronic ‘ FY2014 FY2014 Despite growth in the number of inspection systems sold, sales in our metrology and inspec-
Device tion equipment business declined, due to the postponement of some investment in the mass
17.[]% production of CD-SEMs.
SVStemS As a result, revenues in this segment rose 2.6% year on year to ¥105.893 billion, while EBIT
Business Fy2o13 Fy2013 fell 23.4% year on year to ¥17.362 billion.

Our industrial infrastructure business saw a substantial decline, due to scaling back our underper-
forming FPD manufacturing equipment business.
FY2014 = 11.4 FY2014 0.7 In our social infrastructure inspection business, sales of railroad inspection equipment increased.
As a result, while revenues in this segment fell 31.9% year on year to ¥11.354 billion, EBIT
actually improved by ¥10.497 billion year on year to ¥678 million (EBIT having been —¥9.819 bil-
Systems lion in the previous fiscal year), due to the effects of reforms of our business structure.

- FY2013 | | 16.7 FY2013
Business

Technology

w
—_—

“East-i,” the high-speed test train used
for the Shinkansen bullet train
(Photo: East Japan Railway Company)

Despite an increase in sales to Western countries, sales in our science systems business (elec-
" _ ? tron microscopes and scientific instruments) decreased overall, due to the postponement of
Sciente a [ FY2014 FY2014 capital investment in the domestic market in response to the consumption tax increase and
o - . implementation of the supplementary budget.

M_edlcal Although the pace of recovery in European markets remained sluggish, our biotechnology and
Systems’ ) medical prqducts _business saw a substantial rise in s_ales, thanks _tc_) strong s_ales to er_nerging mar-
FY2013 FY2013 kets, combined with growth in sales of packaged equipment for clinical chemistry and immunodiag-
nostic analysis and sample pretreatment systems to major customers in the United States market.
As a result, revenues in this segment rose 9.3% year on year to ¥164.264 billion and EBIT

rose 34.0% year on year to ¥26.090 billion.

Automated clinical laboratory system

Basiness

3

Hitachi High-Technologies Corporation

Our industrial solutions business saw a rise in sales due to strong performance by our automo-
tive component automated assembly systems against the background of proactive capital invest-

inddstrikl and FY2014 84.9 FY2014 { 0.2 ment by customers, coupled vyith an increase in sales of solar photovoltaic EPC* projects and
related components and materials.
IT Systems Although our ICT solutions business saw growth in sales of hard disk drives for use in cars, sales
- of communications equipment decreased considerably, due to a fall in sales of cellphones.
Business FY2013 93.7 Fr2013 0.9 As a result, revenues in this segment fell 9.4% year on year to ¥84.869 billion, while EBIT fell
82.4% year on year to ¥0.163 billion. Automated assembly system

*Engineering, Procurement and Construction
1. . . . .

Sales of automotive/transportation components and materials grew, due to continued strong per-
formance in the United States and China in particular.

FY2014 2.2 While sales to China of tempered glass for smartphones and other components and materials
grew, our electronic components and materials business declined overall, due to a fall in sales of
batteries and other components and materials.

As a result, revenues in this segment fell 2.2% year on year to ¥258.110 billion, while EBIT

FY2013| | 2.0 increased 10.9% year on year to ¥2.209 billion.

Advanced FY2014
Industrial

Products
Business

FY2013

Optical transceiver
(optical communications)
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Review of
Operations

Outlook for FY2015 Medium-term Business Environment

Medium-term Vision and Basic Policies

FY2015 Initiatives

In terms of the market environment for semiconductor equipment, which
is relevant to this segment, further advances in the refinement of advanced
devices and the creation of new needs in relation to three-dimensional
structures and new materials are expected to lead to new business. On
the other hand, there are areas of uncertainty in the medium to long term,
with some customers changing the timing of their investment, so close
scrutiny of market trends will be required going forward.

Revenues

Electronic Device ¥1 1 38 billion
Systems Business EBIT

¥1 9-8 billion

In terms of the markets relevant to this segment, it is anticipated that
capital investment will intensify in our social infrastructure inspection and
industrial infrastructure businesses.

Revenues

Fine Technology ¥1 6'1 el
Systems Business EBIT

¥U-5 billion

In terms of the market environment relevant to this segment, improved
business sentiment in markets related to our science systems business
is expected to stimulate capital investment by companies in Japan. On
the other hand, in the case of markets associated with our biotechnology
and medical products business, European markets are still experiencing
only a weak recovery. In addition, there are fears of changes in China’'s
market environment. In relation to new business fields, an expansion in
the market for companion diagnostics and other forms of genetic test-
ing is anticipated.

Science and I\ﬁdical

- i T
Systems Business

Having established our vision of pursuing and creating new value in
partnership with our customers in forefront industries, we will be
guided by three basic policies as we move the business forward:
(1) enhancing our core technologies to provide cutting edge prod-
ucts; (2) developing business in new fields through the creation of
new value (tailoring product enhancements to meet new customer
needs); and (3) expanding our service and solutions businesses.

Our three basic policies are (1) expanding business in growth fields
relating to social infrastructure inspection and industrial infrastruc-
ture; (2) developing high-value-added aspects of our business by
strengthening our core competences, such as optical measure-
ment and image processing technology; and (3) expanding our
service business.

In our science systems business, we aim to become a major global
player in the field of scientific instruments, while simultaneously
striving to be the world's foremost company in the electron micro-
scope sector.

In our biotechnology and medical products business, we will pro-
mote our system solutions business in the field of clinical chemistry
and immunodiagnostic analysis with packages consisting of new auto-
mated clinical laboratory systems and modular analysis equipment, with
the aim of entering the bacterial and genetic testing markets.

We will promote three key initiatives: (1) maximizing customer value through the pro-
vision of solutions adapted to multiple exposure, three-dimensional structures, and
new materials; (2) enhancing our ability to address customer needs by augmenting
the number of development bases both within Japan and overseas; (3) and expand-
ing our service business by improving service quality and promoting the CIP*.
*Continued Improvement Plan

In our social infrastructure inspection business, as well as devoting our energies to
expanding sales of on-board inspection equipment for commercial vehicles in the field
of railroad inspection equipment, we will cultivate the social infrastructure inspection
realm, where there will be a growing need for inspection of roads and bridges in future.
In our industrial infrastructure business, we will expand our automotive equipment
business and provide high-value-added automation equipment, with a particular focus
on leveraging robot technology. In terms of service business in this area, we will roll
out after-sales service based on suggesting productivity and quality improvements.

Regarding our science systems business, in the electron microscope field, we will
launch and expand sales of strategic new products in our main market segment and
promote ongoing development. In the scientific instruments field, we will expand
sales into the life sciences field and tap further into the environment and renewable
energy field, striving to expand sales worldwide.

In our biotechnology and medical products business, we will promote customer
retention with automated clinical laboratory systems, as well as enhancing develop-
ment of technologies and products associated with bacterial and genetic testing.

In this segment, capital investment by automotive/transportation
equipment manufacturers is forecast to remain high and the loT
services market is expected to grow as well.

Revenues

Industrial and ¥864 billion

IT Systems Business EBIT

¥1 n 1 billion

It is expected that this segment will continue to see strong perfor-
mance in the automotive/transportation equipment fields, primarily
in the United States and China, and that there will be growth in the
field of smartphones and other mobile communications equipment.

Revenues

¥296-[] billion

Advanced Industrial
Products Business

Having established our vision of aiming to be a provider of unique
solutions in the industrial and IT field, we will develop our business
through our basic policy of improving customer satisfaction, under-
pinned by our high level of expertise, the creation of new value,
strong relationships of trust, and cooperation with other members
of the Hitachi Group.

Having established our vision of being a global trading com-
pany specializing in industrial materials, we will pursue three
basic policies: (1) maintaining our close links to customers in
our sales and marketing activities; (2) promoting our business
investment strategy; and (3) establishing and developing sup-
ply chain solutions (SCS).

We will strive to expand sales of our main targets, namely automotive manufacturing
equipment, instruments, and components. In addition, we will promote initiatives in
such areas as the development of new products in the field of industrial instruments
and instrumentation systems, the expansion of sales of solar photovoltaic EPC proj-
ects and related components and materials, the expansion of our solutions busi-
ness focused on the loT field, and the promotion of global business development.

We aim to establish highly profitable business infrastructure by devoting our
energies to high-value-added business in the areas of automotive/transportation
components and materials and electronic components and materials. In addi-
tion, as well as aiming to expand our business in the fields of automotive com-
ponents and optical communications in the ASEAN region, Brazil, and Mexico,
among others, we will seek to increase value added through the construction of
value chains that extend from raw materials through to functional components
and the global expansion of SCS business using logistics and finance.
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Consolidated Statements of Financial Position

President’s Message Profile

Millions of yen Millions of yen
As of April 1, As of March 31, | As of March 31, As of April 1, As of March 31, = As of March 31,
VAN 2014 2015 2013 2014 2015
Assets Liabilities
Current assets Current liabilities
Cash and cash equivalents 123,005 132,923 153,942 Trade payables 84,275 105,611 121,637
Trade receivables 107,016 131,006 136,586 Other financial liabilities 19,152 13,361 14,294
Investments in securities and other financial assets 11,426 19,655 21,629 Income taxes payable 2,592 7,101 8,205
Inventories 71,581 77,051 90,709 Accrued expenses 18,229 20,741 22,198
Income taxes receivable 2,600 483 938 Advances received 10,188 21,048 18,431
Other current assets 3,295 3,580 4,344 Provision 941 1,122 2,102
Subtotal 318,924 364,698 408,148 Other current liabilities 1,243 1,270 1,347
Assets held for sale — 32 269 Total current liabilities 136,620 170,254 188,214
Total current assets 318,924 364,730 408,417 Non-current liabilities
Other financial liabilities 255 255 196
Income taxes payable 656 656 —_
Retirement and severance benefits 57,164 49,637 43,972
Provision 2,096 2,248 1,778
Deferred tax liabilities 332 205 135
Other non-current liabilities 547 647 714
Total non-current liabilities 61,052 53,550 46,795
Total liabilities 197,671 223,804 235,009
Non-current assets Equity

Property, plant and equipment 64,816 73,746 71,665 Hitachi High-Technologies Corporation stockholders’ equity
Intangible assets 13,640 13,555 13,271 Common stock 7,938 7,938 7,938
Investments accounted for using the equity method 202 329 314 Capital surplus 35,662 35,662 35,662
Trade receivables 221 379 503 Retained earnings 196,687 213,799 239,553
Investments in securities and other financial assets 15,143 15,092 15,011 Accumulated other comprehensive income 4,089 13,631 18,567
Deferred tax assets 26,389 24,644 24,454 Treasury stock, at cost (827) (334) (343)
Income taxes receivable 721 799 — Total Hitachi High-Technologies Corporation stockholders’ equity 244,049 270,696 301,378
Other non-current assets 1,846 1,430 3,070 Non-controlling interests 180 204 319
Total non-current assets 122,977 129,973 128,289 Total equity 244,230 270,900 301,696

Total assets 441,901 494,703 536,705 Total liabilities and equity 441,901 494,703 536,705
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Consolidated Statements of Profit or Loss and
Consolidated Statements of Comprehensive Income

President’s Message Profile

Consolidated Statements of Profit or Loss

Years ended March 31, 2014 and 2015 Millions of yen
o4 2015 |
Revenues 621,815 619,632
Cost of sales (502,053) (483,671)
Gross profit 119,762 135,961
Selling, general and administrative expenses (85,922) (88,257)
Other income 694 582
Other expenses (3,696) (1,358)
Operating profit 30,838 46,928
Financial income 338 219
Financial expenses (26) (2,382)
Share of profits of investments accounted for using the equity method 218 12
EBIT (Earnings before interest and taxes) 31,367 44,778
Interest income 405 450
Interest charges (56) (39)
Income from continuing operations, before income taxes 31,717 45,189
Income taxes (11,089) (13,053)
Income from continuing operations 20,628 32,136
Loss from discontinued operations (761) (1,005)
Net income 19,866 31,131

Net income attributable to:

Hitachi High-Technologies Corporation stockholders

Continuing operations 20,621 32,098

Discontinued operations (761) (1,005)

Total 19,860 31,093

Non-controlling interests 7 38

Total 19,866 31,131
Yen

Earnings (loss) per share from continuing operations, attributable to
Hitachi High-Technologies Corporation stockholders

Basic and diluted earnings (loss) per share from continuing and discontinued
operations, attributable to Hitachi High-Technologies Corporation stockholders

Continuing operations 149.93 233.38
Discontinued operations (5.54) (7.30)

Total 144.39 226.08

Consolidated Statements of Comprehensive Income

Years ended March 31, 2014 and 2015 Millions of yen
2014 2015
Net income 19,866 31,131

Other comprehensive income (OCI)

[tems not to be reclassified into net income

Net changes in financial assets measured at fair value through OCI 611 1,445
Remeasurements of defined benefit plans 4,813 (82)
Total items not to be reclassified into net income 5,423 1,363
ltems that can be reclassified into net income
Foreign currency translation adjustments 3,513 4,050
Net changes in cash flow hedges 625 (268)
Total items that can be reclassified into net income 4,138 3,781
Other comprehensive income (OCl) 9,561 5,144
Comprehensive income 29,428 36,275
Comprehensive income attributable to:
Hitachi High-Technologies Corporation stockholders 29,404 36,192
Non-controlling interests 23 83
Total 29,428 36,275
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Consolidated Statements of Changes in Equity

Millions of yen

Accumulated other comprehensive income

Net changes in
financial assets

Remeasurements
of defined
benefit plans

Foreign currency
translation
adjustments

Consolidated Statements of Cash Flows

Years ended March 31, 2014 and 2015

2014 2015

Cash flows from operating activities:

Millions of yen

As of April 1,2013 7,938 35,662 196,687 5,082 — —
Net income 19,860
Other comprehensive income 611 4,813 3,496
Comprehensive income — — 19,860 611 4,813 3,496
Acquisition of treasury stock (0)
Sales of treasury stock
Dividends (2,751)
Acquisition (disposal) of non-controlling interests
Reclassified into retained earnings 3 (3)
Total transactions with the owners — (0) (2,748) (3) — —
As of March 31, 2014 7,938 35,662 213,799 5,690 4,813 3,496
Net income 31,093
Other comprehensive income 1,445 (82) 4,004
Comprehensive income — — 31,093 1,445 (82) 4,004
Acquisition of treasury stock (0)
Sales of treasury stock 0
Dividends (5,501)
Acquisition (disposal) of non-controlling interests
Reclassified into retained earnings 162 (2) (160)
Total transactions with the owners — 0 (5,339) (2) (160) —
As of March 31, 2015 7,938 35,662 239,553 7,133 4,570 7,501
Millions of yen
Accumulated other comprehensive income
Total Hitachi
Total accumulated High-Technologies
Netchangesin  other comprehensive  Treasury stock, Corporation Non-controlling
cash flow hedges income at cost stockholders” equity interests Total equity
As of April 1,2013 (993) 4,089 (327) 244,049 180 244,230
Net income 19,860 7 19,866
Other comprehensive income 625 9,545 9,545 17 9,561
Comprehensive income 625 9,545 — 29,404 23 29,428
Acquisition of treasury stock (7) (7) (7)
Sales of treasury stock — _
Dividends (2,751) (2,751)
Acquisition (disposal) of non-controlling interests = =
Reclassified into retained earnings (3) — —
Total transactions with the owners — (3) (7) (2,758) — (2,758)
As of March 31, 2014 (368) 13,631 (334) 270,696 204 270,900
Net income 31,093 38 31,131
Other comprehensive income (268) 5,099 5,099 45 5,144
Comprehensive income (268) 5,099 — 36,192 83 36,275
Acquisition of treasury stock (8) (8) (8)
Sales of treasury stock 0 0 0
Dividends (5,501) (39) (5,540)
Acquisition (disposal) of non-controlling interests —_ 70 70
Reclassified into retained earnings (162) — —
Total transactions with the owners — (162) (8) (5,510) 31 (5,478)
As of March 31, 2015 (636) 18,567 (343) 301,378 319 301,696

Net income 19,866 31,131
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation and amortization 9,289 10,574
Impairment losses 978 1,330
Income taxes 10,651 12,656
Share of profits of investments accounted for using the equity method (218) (12)
Interest income (405) (450)
Dividend income (185) (209)
Interest expense 56 39
Profits on sales of property, plant and equipment and intangible assets 462 541
Increase in trade receivables (20,972) (2,233)
Increase in inventories (4,656) (11,440)
Increase in trade payables 17,394 12,824
Increase (decrease) in advances received 10,521 (2,508)
Decrease in retirement and severance benefits (402) (4,798)
Other (1,804) (1,525)
Subtotal 40,576 45,920
Interest received 412 453
Dividends received 374 237
Interest paid (35) (40)
Income taxes paid (7,184) (12,389)
Income taxes refund 1,390 245
Net cash provided by operating activities 35,533 34,426
Cash flows from investing activities:
Payments into deposits and time deposits (18,700) (17,100)
Proceeds from withdrawal of deposits and time deposits 12,726 18,600
Purchase of property, plant and equipment (16,168) (10,377)
Purchase of intangible assets (2,276) (3,033)
Proceeds from sales of property, plant and equipment 50 100
Proceeds from sales of intangible assets 5] 0
Purchase of investments in securities and other financial assets (223) (400)
Proceeds from sales and redemption of investments in securities and
other financial assets 450 1,381
Proceeds from transfer of business — 1,453
Other (114) 99
Net cash used in investing activities (24,250) (9,277)
Cash flows from financing activities:
Proceeds from payments from non-controlling interests — 70
Dividends paid to Hitachi High-Technologies Corporation stockholders (2,754) (5,503)
Dividends paid to non-controlling interests (13) -
Acquisition of common stock for treasury (7) (8)
Proceeds from sales of treasury stock — 0
Other (1,708) (221)
Net cash used in financing activities (4,482) (5,662)
Effect of exchange rate changes on cash and cash equivalents 3,118 1,530
Net increase in cash and cash equivalents 9,918 21,018
Cash and cash equivalents at beginning of year 123,005 132,923
Cash and cash equivalents at end of year 132,923 153,942
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Asia Asia
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@® Branch Office, Overseas Affiliate 8,785 5,853
® Manufacturing 2013 2014
Global Network (as of September 2015)
Domestic Asia

Hitachi High-Technologies Corporation

Domestic Affiliated Companies

Hitachi High-Tech Solutions Corporation
Hitachi High-Tech Materials Corporation
Hitachi High-Tech Support Corporation
Hitachi High-Tech Fielding Corporation
Hitachi High-Tech Fine Systems Corporation
Hitachi High-Tech Manufacturing & Service Corporation
Hitachi High-Tech Science Corporation
Epolead Service Inc.

Giesecke & Devrient Kabushiki Kaisha
Chorus Call Asia Corporation

Europe

Hitachi High-Technologies Moscow Office

Hitachi High-Technologies Europe GmbH

Hitachi High-Technologies RUS Limited Liability Company
Hitachi High Technologies Ireland Limited

H.H.T.A. Semiconductor Equipment Israel, Ltd.

Hitachi High-Technologies Kuwait Office
Hitachi High-Technologies (Singapore) Pte. Ltd.
Hitachi High-Technologies IPC (Malaysia) Sdn. Bhd.
Hitachi High-Technologies (Thailand) Ltd.

PT. Hitachi High-Technologies Indonesia
Hitachi High-Technologies India Private Limited
Hitachi High-Technologies (Shanghai) Co., Ltd.
Hitachi High-Technologies Hong Kong Limited
Hitachi High-Technologies (Shenzhen) Co., Ltd.
Hitachi High-Technologies Korea Co., Ltd.
Hitachi High-Technologies Taiwan Corporation
Hitachi Instrument (Suzhou), Ltd.

Hitachi Instruments (Dalian) Co., Ltd.

Hitachi Instruments (Shanghai) Co., Ltd.

America

Hitachi High-Technologies Havana Office
Hitachi High Technologies America, Inc.

Hitachi High-Technologies Science America Inc.
Hitachi High-Technologies Canada, Inc.

Hitachi High-Technologies Mexico S.A. de C.V.
Hitachi High-Technologies do Brasil Ltda.
Hitachi High-Tech AW Cryo, Inc.

Company Data/
Stock
Information

(As of the end of March 2015)

Company Data

Date of April 12, 1947
Establishment

Paid-in Capital ¥7,938 million

Number of 10,012
Employees

Stock Information

Number of
Authorized Shares

350,000,000

Number of Issued 137,738,730
Shares

Ordinary General June Every Year
Meeting of
Shareholders

Stock Exchange Tokyo Stock Exchange,
Listings First Section

Independent ERNsT & Young SHINNIHON LLC

Auditors

Share Price and Total Volume (April 2014-March 2015)

Major Shareholders

N Number of Shareholding

ame
shares percentage (%)

Hitachi, Ltd. 71,135,619 51.72
Japan Trustee Services Bank, Ltd. 5,317,100 387
(Trust Account)
The Master Trust Bank of Japan, Ltd. 4,545,800 331
(Trust Account)
Hitachi High-Technologies Corp.'s
Shareholding Association 1,719,019 1.2
State Street Bank and Trust Company
505225 1,378,830 1.00
Nomura Bank (Luxembourg) S.A. S/A
Nomura Multi Currency Japan Stock 1,267,700 0.92
Leaders Fund
JP Morgan Chase Bank 385093 1,264,500 0.92
Goldman, Sachs & Co. Reg. 1,201,452 0.87
Pictet and Cie (Europe) S.A. 980,300 0.71
Japan Trustee Services Bank, Ltd. 952,300 0.69

(Trust Account 9)

Note: The shareholding percentage is calculated after deducting treasury
shares (206,223 shares).

Distribution of Ownership by Type of Shareholder

@ Individuals 6533  91.1%
@ Foreign corporations, etc.
452 6.3%
7: 1 703 @ Other domestic corporations, etc.
(100.0%) 107 1.5%

Financial institutions 42 0.6%
@ Securities firms 39  05%

(¥) (Thousands of shares)
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