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NETWORK

(As of March 31, 2009)

OVERSEAS

m Branch Office,
Overseas Affiliate
m Manufacturing

OVERSEAS AFFILIATED COMPANIES

SALES/SERVICES
W NORTH AMERICA/SOUTH AMERICA

Hitachi High Technologies America, Inc.

Hitachi High-Technologies Canada, Inc.
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Hitachi High-Technologies do Brasil Ltda.

HOLDING: 100% CAPITAL: US$7.95 million

10 N. Martingale Road, Suite 500, Schaumburg,
IL 60173, U.S.A.

TEL: 1-847-273-4141 FAX: 1-847-273-4407

W EUROPE
Hitachi High-Technologies Europe GmbH

HOLDING: (HTA) 100% CAPITAL: C$0.5 million

89 Galaxy Blvd., Suite 14, Rexdale, Ontario, MOW
6A4, Canada

TEL: 1-416-675-5860 FAX: 1-416-675-0061

Hitachi High-Technologies Ireland Ltd.

HOLDING: 100% CAPITAL: R$0.7 million

Avenida Paulista, 8564-7 Andar-Cjto.73, Edificio
Top Center, Bela Vista, CEP 01310-913,

Sao Paulo-SP, Brazil

TEL: 55-11-3253-2511 FAX: 55-11-3251-2464

HHTA Semiconductor Equipment Israel, Ltd.

HOLDING: 100% CAPITAL: EUR3.1 million
Europark Fichtenhain A12, 47807 Krefeld,
Germany

TEL: 49-2151-6435-0 FAX: 49-2151-6435-696

[ ASEAN
Hitachi High-Technologies (Singapore) Pte. Ltd.

HOLDING: (HTA) 100% CAPITAL: US$0.1 million
C/O Intel MS: 4-1-2 Collinstown Industrial Park
Leixlip, Co., Kildare, Ireland

TEL: 353-1-60-64206 FAX: 353-1-60-65298

Hitachi High-Technologies IPC (Malaysia) Sdn. Bhd.

HOLDING: (HTA) 100% CAPITAL: 1,000NIS

P.O. Box 1000 MS: Hitachi LC2-3S Kiryat Gat
82109, Israel

TEL: 972-8-666-6342 FAX: 972-8-666-6939

Hitachi High-Technologies (Thailand) Ltd.

HOLDING: (HHT) 95%, (A.C.T. Holding Pte. Ltd.) 5%
CAPITAL: S$4 million

3 Killiney Road, #07-06/09, Winsland House 1,
Singapore 239519

TEL: 65-67332754 FAX: 65-67353917

HITACHI HIGH-TECHNOLOGIES ANNUAL REPORT 2009

HOLDING: (HHT) 20%, (HTS) 80%

CAPITAL: RM3 million

Letter Box No. 183, 33rd floor, UBN Tower, 10
Jalan P. Ramlee, 50250 Kuala Lumpur, Malaysia
TEL: 60-3-2078-8800 FAX: 60-3-2078-6968

HOLDING: (HTS) 100% CAPITAL: TB30 million
7th fl., Thaniya Building, 62 Silom Road,
Suriyawong Bangrak, Bangkok 10500,
Thailand

TEL: 66-2-237-4538 FAX: 66-2-236-7346



HASIA
Hitachi High-Technologies (China) Co., Ltd.

OVERSEAS NETWORK

2 NORTH AMERICA
Chicago San Francisco Dallas
Santa Clara San Diego New York
Lexington Oregon Mexico
Canada
[ LATIN AMERICA
Havana Buenos Aires Brazil
W EUROPE/MIDDLE EAST
Moscow Kuwait Dusseldorf
Munich Mannheim Budapest
Barcelona Milan Paris
London Zug Ireland
Israel
[ ASIA REGION
Singapore Ang Mo Kio Philippines
India Vietnam Kuala Lumpur
Penang Johor Bahru Jakarta
Bangkok
] W EAST ASIA

Shanghai Beijing Shenzhen
Dalian Tianjin Guangzhou
Wuxi Qingdao Suzhou

u Hong Kong Seoul Pusan
Cheonan Chongju Kiheung
Ichon Taipei Hsinchu
Tainan Taichung

Hitachi High-Technologies (Shanghai) Co., Ltd.

Hitachi High-Technologies Hong Kong Ltd.

HOLDING: 100% CAPITAL: US$2.1 million
Room 021, 21F Shanghai HSBC Tower, 1000
Lujiazui Ring Road, Pudong New Area,
Shanghai, P.R.C.

TEL: 86-21-6163-1200 FAX: 86-21-6841-5420

Hitachi High-Technologies (Shenzhen) Co., Ltd.

HOLDING: 100% CAPITAL: US$0.5 million
Room 032, 21F Shanghai HSBC Tower, 1000
Lujiazui Ring Road, Pudong New Area,
Shanghai, PR.C.

TEL: 86-21-6163-1200 FAX: 86-21-6841-5420

Hitachi High-Technologies Korea Co., Ltd.

HOLDING: 100% CAPITAL: HK$15 million

3206-7, Tower 2, The Gateway, 25 Canton Road,
TST, Kowloon, Hong Kong

TEL: 852-2737-4700 FAX: 852-2377-2169

Hitachi High-Technologies Taiwan Corp.

HOLDING: (HTH) 100% CAPITAL: HK$2 million
25F, Aerospace Skyscraper, 4019 Shennan
Road, Futian District, Shenzhen, P.R.C.

TEL: 86-755-8359-5848 FAX: 86-755-8359-3693

MANUFACTURING

W ASIA
Hitachi Instrument (Suzhou), Ltd.

HOLDING: 100% CAPITAL: WON1,500 million

8F Young Poong Bldg., 33, Seorin-Dong, Chong
Ro-Ku, Seoul, 110-752, Korea

TEL: 82-2-754-7654 FAX: 82-2-757-0360

Dalian Naka Instruments Co., Ltd.

HOLDING: 100% CAPITAL: US$5 million

No. 5 Xinghan Street BLK G, New Industrial Park,
Suzhou 215021, PR.C.

TEL: 86-512-6761-0270 FAX: 86-512-6761-0016

HOLDING: (HHT) 60%, (Dalian Levear Electric Co., Ltd) 40%
CAPITAL: US$0.3 million

No. 15 Xinzhaizi East Street, Ganjingzi District,
Dalian 116033, Liaoning Province of P.R.C.

TEL: 86-411-86309736 FAX: 86-411-86312213

HOLDING: 100% CAPITAL: NT$60 million

Shin Kang Chung Shan Bldg., 10th fl., 44,

Sec. 2, Chung Shan N. Road, Taipei, 104, Taiwan
TEL: 886-2-2522-6901 FAX: 886-2-2536-5475

HHT: Hitachi High-Technologies

HTA: Hitachi High Technologies America, Inc.
HTS: Hitachi High-Technologies (Singapore) Pte. Ltd
HTH: Hitachi High-Technologies Hong Kong Ltd
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DOMESTIC

DOMESTIC NETWORK

Head Office (Tokyo)
Naka Division

Kasado Division

Shonan Division
Saitama Division
Hokkaido Branch Office
Goshogawara Office
Tohoku Branch Office
Takasaki Sub Branch Office
Tochigi Sales Office
Utsunomiya Office
Ibaraki Branch Office
Hitachinaka Sales Office

Regional Branch Office for Kanto area
Hino Sales Office

Mobara Sub Branch Office

Chubu Branch Office

Toyota Sales Office

Mie Sales Office

Kyoto Sales Office

Regional Branch Office for West Japan Area
Kansai Branch Office

Chugoku Branch Office

Shikoku Sales Office

Kyushu Branch Office

South Kyushu Sales Office

Tsukuba Branch Office

DOMESTIC AFFILIATED COMPANIES

SALES
Hitachi High-Tech Trading Corp.

Hitachi High-Tech Materials Corp.

m Head Office, Branch Office,
Sales Office
m Division (Manufacturing)

Hitachi High-Tech Solutions Corp.

HOLDING : 100% CAPITAL: ¥400 million

24-14, Nishi-shimbashi 1-chome, Minato-ku,
Tokyo 105-8418, Japan

TEL: +81-3-3504-7911 FAX: +81-3-3504-7900

Hitachi High-Tech Support Corp.

HOLDING: 100% CAPITAL: ¥200 million

24-14, Nishi-shimbashi 1-chome, Minato-ku,
Tokyo 105-0003, Japan

TEL: +81-3-35604-5011 FAX: +81-3-3504-5095

Giesecke & Devrient K.K.

HOLDING: 100% CAPITAL: ¥50 million

24-14, Nishi-shimbashi 1-chome, Minato-ku,
Tokyo 105-0003, Japan

TEL: +81-3-3504-7951 FAX: +81-3-3504-7973

SERVICES/MANUFACTURING
Hitachi High-Tech Fielding Corp.

HOLDING: (HHT) 49%, (Giesecke & Devrient GmbH) 51%
CAPITAL: ¥200 million

24-14, Nishi-shimbashi 1-chome, Minato-ku,
Tokyo 105-8717, Japan

TEL: +81-3-3504-5910 FAX: +81-3-3504-5924

Hitachi High-Tech Engineering Service Corp.

HOLDING: 100% CAPITAL: ¥100 million

7th fl., Solid Square West Wing,

580, Horikawa-cho, Saiwai-ku, Kawasaki-shi,
Kanagawa 212-0013, Japan

TEL: +81-44-543-7211 FAX: +81-44-543-7222

Hitachi High-Tech Control Systems Corp.

HOLDING: 100% CAPITAL: ¥1,000 million

28-8, Yotsuya 4-chome, Shinjuku-ku,

Tokyo 160-0004, Japan

TEL: +81-3-5379-2311 FAX: +81-3-3341-6158

Hitachi High-Tech Manufacturing & Service Corp.

HOLDING: 100% CAPITAL: ¥370 million

24-14, Nishi-shimbashi 1-chome, Minato-ku,
Tokyo 105-0003, Japan

TEL: +81-3-3504-3151 FAX: +81-3-3504-3130

Hitachi High-Tech Instruments Co., Ltd.

HOLDING: 100% CAPITAL: ¥230 million

1040, Ichige, Hitachinaka-shi, Ibaraki 312-0033,

Japan
TEL: +81-29-276-6340 FAX: +81-29-276-6349
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HOLDING: 100% CAPITAL: ¥450 million

6, Menuma Nishi, 1-chome, Kumagaya-shi,
Saitama 360-0238, Japan

TEL: +81-48-506-6000 FAX: +81-48-567-0079

HOLDING: 100% CAPITAL: ¥200 million

500, Miyu-cho, Mito-shi,

Ibaraki 319-0316, Japan

TEL: +81-29-257-5100 FAX: +81-29-257-5120
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MANAGEMENT'S DISCUSSION AND ANALYSIS

1. COMPANY OVERVIEW

The operations of Hitachi High-Technologies Group (the Group) are
divided into four segments: Electronic Device Systems, Life
Sciences, Information Systems & Electronic Components, and
Advanced Industrial Products. The Group manufactures and sells
various products in these four segments, mainly related to
electronics, and provides maintenance and other services asso-
ciated with these businesses as well. The Group is expanding
its business operations by making effective use of its world-
class technological prowess and global marketing capabilities,

and consistently aims to be Global Top in high-tech solutions.

2. BUSINESS ENVIRONMENT
In fiscal 2008, the year ended March 31, 2009, the Japanese
economy witnessed the most challenging business conditions
ever, as the financial crisis that originated in the U.S. spread
across the globe, plunging the world into recession. The outlook
remains daunting, with sudden scaling back of production at
manufacturers and other trends likely to lead to major job losses.
Although emergency financial support by governments around
the world was successful in averting the outright collapse of the
global economy, harsh conditions are likely to continue.

In this environment, the Group made up of the parent
company and its subsidiaries, leveraged world-class technolo-
gies as well as global marketing and service networks to

develop its businesses. In its ongoing quest to become Global

Top in high-tech solutions, the Group instilled in employees the
need to focus on speed, on-site awareness and strengthening
consolidated management. Notwithstanding these efforts,
consolidated net sales and operating profit were both lower
than in fiscal 2007.

3. OPERATING RESULTS

NET SALES

In fiscal 2008, consolidated net sales declined ¥168.2 billion, or
17.8%, year on year to ¥775.0 billion, reflecting a drop in sales in
the Electronic Device Systems, Information Systems & Electronic
Components and Advanced Industrial Products segments.
Accounting standards for recognizing revenue were changed
from the fiscal year under review, leading to a decline in net

sales of ¥18.9 billion compared with previous recognition criteria.

SEGMENT INFORMATION

Electronic Device Systems

In semiconductor manufacturing equipment, sales of etching
systems grew robustly as a result of continued investment on
the part of major U.S. customers. However, sales of mainstay
CD-Measurement SEMs and other inspection and analysis
systems fell sharply due to postponement and freezing of capi-

tal investments by Asian customers in particular.

NET SALES SEGMENT SALES

(millions of yen) (%)
936,865 951619 943,124
1,000,000 488,293

774,950
750,000

500,000

DOMESTIC AND OVERSEAS SALES

(%)

250,000

[ Electronic Device Systems
Life Sciences
Information Systems &
Electronic Components
Advanced Industrial Products

21.7 @ Japan 52.1
12.6 Asia 24.0

North America 10.8
26.3 Europe 10.7
39.4 Other 2.4
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Electronic Device Systems

Life Sciences

Information Systems & Electronic Components

Advanced Industrial Products

(¥100 million)

Fiscal 2008 Fiscal 2007 Change (%)
1,683 2,648 (36.4)
(48) 231 -

977 962 1.6

194 184 5.3
2,038 2,327 (12.4)
(16) 41 -
3,051 3,495 (12.7)
19 35 (46.4)

The upper figures of each segment represent net sales while the lower figures show operating profit.

In LCD manufacturing equipment, proximity exposure sys-
tems posted higher sales, but sales were down in module

assembly systems, resulting in lower sales overall.

Life Sciences

Clinical analyzers experienced continued strong sales particu-
larly in clinical chemistry and immunodiagnostic analyzers to
the European and U.S. markets, as a result of launching prod-
ucts in response to the high level of demand for effective,
high-quality testing.

Biotechnology-related equipment recorded an overall drop
in sales due to lower sales of general purpose analysis equip-
ment, reflecting curbed investment by customers, among other
factors. Relatively strong sales of DNA sequencers were not

enough to compensate for this decline.

Information Systems & Electronic Components

Sales of chipmounters declined dramatically as a result of post-
ponement and freezing of investments by customers. A signifi-
cant drop in sales was also recorded for semiconductors,
mainly reflecting customer production cutbacks. Meanwhile,
the information and communications technology business wit-

nessed a marked increase in sales of mobile phones to the U.S.

Advanced Industrial Products

Solar cell materials and related equipment posted higher sales
to Europe and China, while sales were down in silicon wafers
due to lackluster demand for semiconductors. LCD-related
materials and automobile components recorded lower sales,

mainly reflecting customer production cutbacks.

ELECTRONIC DEVICE SYSTEMS LIFE SCIENCES INFORMATION SYSTEMS & ELECTRONIC
NET SALES/OPERATING PROFIT NET SALES/OPERATING PROFIT COMPONENTS NET SALES/OPERATING PROFIT
(millions of yen) (millions of yen) (millions of yen)
300,000 264,778 45,000 100,000 96173 LI 40,000 250,000 232.716 10,000
203,758
200,000 8,000
200,000 2 16832 30,000 75,000 30,000
150,000 6,000
19,407 4136
100,000 15,000 50,000 18.426 20,000 100,000 4,000
50,000 2,000
0 0 25,000 10,000
4,816 0 0
. -1.593
100000 08 09 15,000 0 08 09 0 50,000 08 09 2,000

I Net Sales (Left) Il Il Operating Profit (Right)

W Net Sales (Left) M Operating Profit (Right)

M Net Sales (Left) [l M Operating Profit (Right)
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COST OF SALES AND SELLING, GENERAL AND
ADMINISTRATIVE EXPENSES
In fiscal 2008, the cost of sales declined by ¥126.6 billion, or

15.9%, year on year to ¥670.7 billion, although the cost of sales

ratio deteriorated 2.1 percentage points to 86.6%. This mainly
reflected lower sales in the Electronic Device Systems seg-
ment. In addition, selling, general and administrative (SG&A)

expenses declined ¥7.4 billion, or 7.6%, year on year to ¥89.3

billion, but the SG&A ratio deteriorated 1.2 percentage points to

11.5%, mainly because of the decline in sales.

OPERATING PROFIT

In fiscal 2008, operating profit dropped ¥34.2 billion, or 69.7%,
year on year to ¥14.9 billion, and the operating profit ratio dete-
riorated 3.3 percentage points to 1.9%. Accounting standards
for recognizing revenue were changed from the fiscal year
under review, leading to a ¥3.6 billion decline in operating profit
compared with the previous recognition criteria.

An overview of operating profit by business segment is
shown below.

In the Electronic Device Systems segment, operating profit
fell ¥28.0 billion, resulting in a ¥4.8 billion loss. Operating profit
in the Life Sciences segment rose ¥1.0 billion, or 5.3%, to
¥19.4 billion, and the operating profit ratio in this segment
improved 0.7 of a percentage point to 19.9%. In the Informa-
tion Systems & Electronic Components segment, operating

profit decreased ¥5.7 billion, resulting in a loss of ¥1.6 billion.

In the Advanced Industrial Products segment, operating profit
was down ¥1.6 billion, or 46.4%, to ¥1.9 billion. The operating
profit ratio for this segment deteriorated 0.4 of a percentage
point to 0.6%.

OTHER INCOME (EXPENSE) AND INCOME BEFORE
INCOME TAXES AND MINORITY INTERESTS

Other income increased ¥0.2 billion, or 7.7 %, to ¥3.4 billion,
mainly reflecting increases in dividend income and foreign
exchange gains. Other expenses increased ¥0.6 billion, or
14.2%, to ¥4.4 billion. This mainly reflected losses on devalua-
tion of inventories and decreases in loss on sales of invest-
ment securities.

As a result of the above, income before income taxes and
minority interests was ¥13.9 billion, a decrease of ¥34.5 billion,
or 71.3%, compared to the previous fiscal year. The ratio of
income before income taxes and minority interests to sales

deteriorated 3.3 percentage points to 1.8%.

NET INCOME
Income taxes decreased ¥14.2 billion, or 67.7%, to ¥6.8 billion,
due to the Group's weak earnings performance in fiscal 2008.
In addition, minority interests decreased by ¥0.5 billion, or
93.1%, to ¥36 million.

As a result, net income contracted ¥19.9 billion, or 73.7%,
year on year to ¥7.1 billion. The ratio of net income to sales

deteriorated 2.0 percentage points to 0.9%. Return on equity

ADVANCED INDUSTRIAL PRODUCTS SG&A EXPENSES
NET SALES/OPERATING PROFIT
(millions of yen) (millions of yen)
400,000 6,000 120,000
349,457

305,143 78631 94971

300,000 4500 90,000
3,508
200,000 3,000 60,000
1.879
100,000 1500 30,000
0 08 09 0 ® 05 06

OPERATING PROFIT

(millions of yen)
60,000

97.340 96,701 469,141
89.314 45,062
40,000 36,036
30,001
20,000 14,909
07 08 09 ’ 05 06 07 08 09

M Net Sales (Left) [l Il Operating Profit (Right)
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(ROE) declined 8.9 percentage points to 3.0%, and net income
per share dropped ¥144.36 to ¥51.44.

FINANCE POLICY

With regard to finance policy, the Group will strengthen its
financial base by maintaining sufficient liquidity and securing
funds. These funds will be used to meet working capital
requirements for business expansion, R&D, and capital invest-
ment. The Group will also maintain a sound balance sheet by
collecting accounts receivables earlier, reducing inventories and
promoting other initiatives to improve working capital. In addi-
tion, it will review asset holdings and take other steps. These
and other actions target a further increase in free cash flows on
a consolidated basis.

The Group aims to improve the efficiency of capital through
the use of a cash pooling system among Group companies. In
addition, by making active use of the Hitachi Group cash man-
agement fund, the Group aims to maintain liquidity and
improve profitability.

The Group employs Future Inspiration Value (FIV), a man-
agement performance indicator used by the Hitachi Group, to
evaluate its operating results. By strictly applying this manage-
ment performance metric, the Group is promoting an improve-
ment in asset efficiency across all operations with the aim of
creating a management framework capable of consistently

delivering earnings that exceed the cost of capital.

4. FINANCIAL POSITION

ASSETS

Total assets at March 31, 2009 stood at ¥427.6 billion, a
decrease of ¥77.3 billion, or 15.3%, from a year earlier.

Current assets decreased ¥71.0 billion, or 17.3%, to ¥340.6
billion. This primarily reflected a decrease of ¥3.1 billion, or
12.1%, in cash and a decrease of ¥93.1 billion, or 37.6%, in
notes and accounts receivables. These outweighed an increase
of ¥8.6 billion, or 26.0%, in work in process due to the revised
accounting standards for recognizing revenue, and an increase
of ¥21.3 billion, or 46.4%, in deposit to Hitachi Group cash
management fund due to use of the Hitachi Group's cash pool-
ing system.

Property, plant and equipment decreased ¥0.3 billion, or
0.4%, to ¥58.4 billion. This was due to a decrease of ¥0.6
billion, or 2.7%, in land, due primarily to the sale of Hitachi High
Technologies America, Inc.’s offices and demonstration cen-
ters, which outweighed an increase of ¥0.4 billion, or 1.7%, in
buildings and structures resulting mainly from refurbishment of
the Naka Division building.

Intangible assets increased ¥0.4 billion, or 11.0%, to ¥4.3
billion. This mainly reflected an increase of ¥0.5 billion, or
13.7%, in software due to the introduction of an IT system to
support marketing administration.

Investments and other assets declined ¥6.5 billion, or
21.0%, to ¥24.2 billion. This was mainly attributable to an

NET INCOME/ TOTAL ASSETS
NET INCOME PER SHARE
(millions of yen) (yen) (millions of yen)
30,000 26109 26932 300 600,000
432,501 457,831
19049 18981 195.80 -
20,000 200 400,000
15,004  139:
107.9.
10,000 7075100 200,000
51.44
0 0 0
05 06 07 08 09 05 06

480,191

07 08 09

504,873

427,576

Net Income (Left) - Net Income per Share (Right)
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increase of ¥1.5 billion, or 22.4%, in deferred tax assets, which
was more than offset by a decrease of ¥5.5 billion, or 43.2%, in
investments in securities resulting from the sale of shares in
Eiken Chemical Co., Ltd., as well as mark-to-market valuation

and other factors.

LIABILITIES

Total liabilities decreased ¥76.5 billion, or 28.3%, to ¥193.3
billion. Current liabilities fell ¥75.9 billion, or 31.2%, to ¥166.9
billion. This mainly reflected an increase of ¥6.0 billion, or
87.7%, in advances from customers due to the revised
accounting standards for recognizing revenue, outweighed by a
decrease of ¥64.3 billion, or 36.1%, in notes and accounts
payables, a decrease of ¥7.3 billion, or 81.5% in income taxes,

and a decrease of ¥3.5 billion, or 13.1%, in accrued expenses.

NET ASSETS

Net assets on March 31, 2009 stood at ¥234.3 billion, a
decrease of ¥0.8 billion, or 0.4%, from a year earlier. Sharehold-
ers’ equity was ¥2.6 billion, or 1.1%, higher year on year, at
¥234.9 billion. This mainly reflected an increase of ¥2.6 billion,
or 1.4%, in retained earnings.

Valuation and translation adjustments were down ¥3.4
billion year on year, to a negative ¥0.8 billion. The main factors
in this decline were a ¥1.8 billion, or 41.5%, decline in net unre-
alized holding gains on securities, and a decline of ¥1.3 billion in

foreign currency translation adjustments.

Minority interests increased by ¥2 million, or 1.0% com-
pared to a year earlier, to ¥0.2 billion.

The equity ratio rose 8.2 percentage points year on year to
54.7%, and net assets per share decreased ¥5.95 to ¥1,701.74.

Cash and cash equivalents at the end of the fiscal year
increased ¥1.8 billion to ¥79.6 billion from a year earlier. The
status of respective cash flows and the main contributing
factors are outlined below.

Operating activities provided net cash of ¥31.1 billion. Cash
inflow was provided by ¥13.9 billion in income before income
taxes and minority interests, ¥9.5 billion in depreciation and amorti-
zation (non-cash expense), and an ¥89.9 billion decrease in notes
and accounts receivables. This inflow was offset by an ¥8.2 billion
increase in inventories, a ¥60.6 billion decrease in notes and
accounts payables, and ¥16.7 billion in income taxes paid.

Investing activities used net cash of ¥18.7 billion. Cash
outflows included ¥10.1 billion in capital expenditures for the
purchase of tangible and intangible fixed assets, such as build-
ings, aimed at the reinforcement of manufacturing functions,
and ¥15.0 billion in deposit to Hitachi Group cash management
fund with maturity over three months. These outflows out-
weighed cash inflows in the form of ¥5.3 billion in proceeds from
sale and redemption of securities and ¥1.6 billion in proceeds

from sale of property and equipment at overseas subsidiaries.

RETURN ON EQUITY

(%)

150
12.7
11.9

10.5,

3.0
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Financing activities used net cash of ¥9.3 billion. This was
mainly attributable to cash outflows comprising dividends paid
of ¥4.5 billion and expenditure on purchasing stocks from
minority interests at overseas subsidiaries of ¥4.8 billion, which

are included in other, net.

6. R&D EXPENSES

The Hitachi High-Technologies Group is working to boost product
competitiveness and develop new products and businesses in
each of its four business segments: Electronic Device Systems,
Life Sciences, Information Systems & Electronic Components
and Advanced Industrial Products. R&D expenses relating to
these activities for fiscal 2008 totaled ¥21.5 billion.

R&D Expenses by Segment

Electronic Device Systems ¥14.0 billion
Life Sciences ¥5.8 billion
Information Systems & Electronic Components ¥1.7 billion
Advanced Industrial Products ¥0.1 billion

7. RISK INFORMATION

The following is a non-exhaustive list of some of the risks the
Group might face in the course of its business activities that
have the potential to affect its operating results, stock price,
and financial condition. Forward-looking statements in this

report are based on risks identified as of March 31, 2009.

(1) MARKET TRENDS

The Group conducts business globally in regions such as Japan,
Europe, the U.S., China, and other parts of Asia in the Electronic
Device Systems, Life Sciences, Information Systems & Electronic
Components and Advanced Industrial Products fields using
both its advanced technological development capabilities and
trading functions. Changes in the markets for finished electron-
ics products, in the balance of supply and demand for semicon-
ductors, or further deterioration in the economic environment
in any of these regions could adversely affect the Group's

operating results.

(2) TECHNOLOGICAL INNOVATION

In the Electronic Device Systems and Life Sciences fields, the
Group's main businesses and new technologies are being
developed daily. The development of advanced technologies,
continuous and timely development of applications, and the
provision of outstanding services are vital to ensuring the
Group's competitiveness. To launch these sorts of new prod-
ucts, the Group is concentrating on research and development
in close cooperation with the research facilities of parent com-
pany Hitachi, Ltd. However, there are no guarantees that the
Group's R&D activities will always be successful. Failure to
translate R&D and commercialization of new products into
successful outcomes could adversely affect the Group's operat-

ing results.

R&D EXPENSES

(millions of yen) (%)
25,000

20,000 18.541 17.893 18,785

15,000
10,000

5,000 Life Sciences

R&D EXPENSES BY SEGMENT

[ Electronic Device Systems 65.0

Information Systems &
Electronic Components 7.8
Advanced Industrial Products 0.2

27.0
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(3) ESCALATING COMPETITION

Past experience has shown that the Group'’s principal business
domains are prone to escalation in competition. To prevail in
this environment, the Group's products must be competitive in
terms of price, performance, quality and brand appeal. How-
ever, ensuring competitiveness is an inherently uncertain
matter, and loss of product competitiveness could adversely

affect the Group's operating results.

(4) RAPID RISE IN MATERIALS EXPENSES

It is difficult for the Group to reflect rising prices of crude oil
and basic materials in the sales prices of its products. Any
further increase in materials prices could thus adversely affect

the Group's operating results.

(5) RISKS ASSOCIATED WITH INTERNATIONAL
ACTIVITIES AND DEVELOPING BUSINESS OVERSEAS
The Group conducts sales activities extensively around the
world. Consequently, there is a risk of terrorist attacks, riots,
war, infectious diseases, natural disasters or other adverse
events in regions where the Group’s major clients, or operating
bases, are located. The occurrence of such political or social
risks could result in bans on the movement of employees and
shipment of goods. Such a situation could cause delays in busi-

ness activities or adversely affect operating results.

(6) NATURAL DISASTERS

The Group implements measures to prevent disasters at pro-
duction sites. However, natural disasters which cannot be
averted through disaster prevention measures, such as a major
earthquake, or a power outage that dramatically reduces energy
supplies, or the closure of workplaces to employees who have
contracted a new form of influenza or other disease, could
hinder the Group's ability to manufacture products or result in
the suspension of production, adversely affecting the Group'’s

operating results.

(7) RETIREMENT BENEFIT OBLIGATIONS
To minimize the risk of deterioration in pension asset investments
affecting its operating results and financial condition, the Group

has introduced a corporate pension fund centered on a cash
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balance plan and other similar systems. However, a downturn in
financing conditions caused by a sudden change in the economic
environment, or a shift in basic rates including the discount rate,
and the assumed rates for mortality, retirement and salary

increases, could adversely affect the Group’s operating results.

(8) CHANGE IN FOREIGN CURRENCY EXCHANGE RATES
The Group conducts business in Japan and overseas. For the
purpose of preparing the consolidated financial statements,
accounts denominated in local currencies in each region are
converted to yen. Even if there is no change in the value of
these accounts on a local currency basis, the value may change
after conversion to yen.

Furthermore, in divisions handling proprietary products, the
bulk of procurements are denominated in yen, meaning that
there is little foreign exchange rate risk related to production and
procurement costs. Generally speaking, however, sales of propri-
etary products and products sold in trading company operations
are adversely affected by an appreciation of the yen and benefit
from a depreciation of the yen against other currencies.

A fall in the value of a currency in a country where trading
divisions are located could result in higher costs for procuring
products. Increased costs could lower the Group's profit margin
and undermine the price competitiveness of products,
adversely affecting the Group's operating results.

The Group uses forward exchange contracts to minimize
the adverse effects of short-term currency fluctuations
between major currencies, including the U.S. dollar, euro and
yen. However, because there are cases where the Group
cannot execute planned business activities due to medium- and
long-term foreign exchange movements, changes in foreign
exchange rates may adversely affect the Group's operating

results and financial condition.

(9) INTELLECTUAL PROPERTY-RELATED RISK

The Group owns intellectual property rights and has acquired
licenses that are necessary for its businesses. Furthermore, as
a member of the Hitachi Group, Hitachi High-Technologies is
engaged in intellectual property activities in close collaboration
with Hitachi, Ltd. However, problems relating to the infringe-

ment of intellectual property rights are inherently difficult to



predict. The Group could incur considerable expenses in
defending itself in a dispute with a third party over intellectual

property rights.

(10) INFORMATION SECURITY

Technical information associated with the Electronic Device
Systems, Life Sciences, Information Systems & Electronic
Components and Advanced Industrial Products fields is the
source of the Group’s competitiveness. Additionally, some of
the Group’s main companies are deemed by laws related to the
protection of personal information to be businesses that handle
personal information. As a result, the Group has put in place
Group-wide systems to securely manage this personal and
technical information. However, with vast volumes of informa-
tion exchanged due to the increasingly advanced nature of the
information society and the spread of IT, there is a risk that this
information may be leaked. Any leak of technical information
could impact the Group's relative competitiveness, while a leak

of personal information could lead to a loss of trust in the Group.

(11) LITIGATION AND OTHER LEGAL PROCEEDINGS

In conducting its business operations, the Group faces the risk
that business partners or third parties may instigate litigation or
other legal proceedings against it. Any such action resulting in a
demand for damages that involves a very large sum and is
impossible to foresee could adversely affect the Group’s oper-

ating results.

In the European and U.S. economies, the financial crisis origi-
nating in the U.S. has caused a major deterioration in business
conditions. However, government policies to shore up econo-
mies, mostly in the form of massive fiscal stimulus packages,
are expected to bring a degree of relief in fiscal 2009. These
efforts notwithstanding, a real recovery is not expected until
the second half of the fiscal year or later. In China, meanwhile,
growth is forecast to be sluggish due to the impact of the
recessions in Europe and the U.S.

Challenging conditions are likewise expected to continue in
the Japanese economy, which has experienced a dramatic

fall-off in exports as a result of economic contraction overseas.

This has been compounded by stagnant domestic demand in
terms of consumer spending and capital investment.

Nonetheless, the operating environment for the Hitachi High-
Technologies Group holds some prospect of hope, despite
uncertainty regarding recovery in the semiconductor market.
Production adjustments are now starting to halt the fall in semi-
conductor prices, while at some manufacturers capacity utiliza-
tion is back on a recovery track. As a result, there are now signs
that manufacturers are thinking of resuming investment to some
extent from the second half of fiscal 2009, particularly in scaling.

In the LCD manufacturing equipment market, capacity
utilization at panel manufacturers has started to improve as a
result of progress in optimizing inventory levels by adjusting
production. However, new investment is not expected until the
second half of fiscal 2009 at the earliest. In Life Sciences, a
harsh business climate is predicted, with restrained investment
in the context of worldwide curbing of medical expenses, and
heightened price competition. Even clinical chemistry and
immunodiagnostic analyzers for the European and U.S. mar-
kets, which performed well until fiscal 2008, are forecast to see
stagnant sales since existing customers have already upgraded
to newer models.

Under these difficult conditions, the Group is pulling together
to radically revise its cost structure on an ongoing basis. To this
end, the Group has been restructuring its operations since fiscal
2008 by right-sizing its workforce and implementing operational
holidays, in addition to rigorously selecting targets for capital
investment and research and development.

In parallel with the measures outlined above, the Group is
stepping up the pace of growth strategies as it strives to
expand its operational scope. It is targeting the exceptionally
promising energy and environment-related field, having set up a
new organizational unit to maximize synergies between exist-
ing businesses and new businesses in this area. Meanwhile,
the Group is making progress in employing core metrology and
analysis technologies to develop high-value-added solutions
that can contribute to the environment, and generating value-
added businesses that can set it apart from competitors.

As it consistently aims to be Global Top in high-tech
solutions, the Group will work to increase enterprise value by

rapidly responding to market trends and customer needs.
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CONSOLIDATED BALANCE SHEETS

Hitachi High-Technologies Corporation and Consolidated Subsidiaries
March 31, 2009 and 2008

Thousands of

U.S. dollars
Millions of yen (note 2)
Assets 2009 2008 2009
Current assets:
Cash (note 3) ¥ 22,685 ¥ 25,819 $ 230,933
Short-term investments (note 4) 98 1,129 996
Notes and accounts receivables (note 5) 154,318 247,409 1,570,985
Merchandise and finished goods 27,299 29,540 277,907
Work in process 41,440 32,880 421,863
Raw materials 3,216 4,650 32,740
Advances to suppliers (note 5) 2,852 2,576 29,031
Deposit to Hitachi Group cash management fund (notes 3 and 5) 67,281 45,957 684,932
Deferred tax assets (note 6) 11,482 13,362 116,893
Prepaid expenses and other current assets (note 3) 12,685 11,692 129,133
Less: allowance for doubtful receivables (2,729) (3,378) (27,777)
Total current assets 340,627 411,636 3,467,636
Property, plant and equipment:
Land 19,708 20,259 200,633
Buildings and structures 49,266 47,902 501,539
Machinery and equipment 36,409 34,755 370,651
Tools, furniture and fixtures 28,712 27,807 292,296
Construction in progress 204 250 2,073
134,299 130,973 1,367,192
Less: accumulated depreciation (75,861) (72,281) (772,283)
Net property, plant and equipment 58,438 58,692 594,909
Intangible assets 4,269 3,847 43,463
Investments and other assets:
Investments in non-consolidated subsidiaries and affiliates - 1,728 -
Investments in securities (note 4) 7,216 12,708 73,457
Long-term loan 412 498 4,195
Deferred tax assets (note 6) 8,152 6,660 82,985
Other assets (note 7) 9,501 10,169 96,736
Less: allowance for doubtful receivables (1,039) (1,065) (10,581)
Total investments and other assets 24,242 30,698 246,792
Total assets ¥427,576 ¥504,873 $4,352,800

See accompanying notes to consolidated financial statements
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Thousands of

U.S. dollars
Millions of yen (note 2)
Liabilities and net assets 2009 2008 2009
Current liabilities:
Notes and accounts payables (note 5) ¥113,871 ¥178,134 $1,159,231
Accrued expenses 23,239 26,753 236,578
Income taxes (note 6) 1,654 8,918 16,838
Advances from customers (note 5) 12,749 6,793 129,788
Provision for product warranty expenses 1,920 2,154 19,541
Other current liabilities (note 6) 13,504 20,061 137,475
Total current liabilities 166,937 242,813 1,699,451
Long-term liabilities:
Retirement and severance benefits (note 7) 25,685 26,681 261,483
Other liabilities (note 6) 676 275 6,874
Total long-term liabilities 26,361 26,956 268,357
Total liabilities 193,298 269,769 1,967,808
Net assets:
Common stock (note 8) 7,938 7,938 80,815
Capital surplus (notes 8 and 9) 35,745 35,745 363,887
Retained earnings (note 9) 191,497 188,892 1,949,475
Treasury stock, at cost, 194,214 shares in 2009
and 188,920 shares in 2008 (316) (306) (3,217)
Net unrealized holding gains on securities 2,552 4,365 25,985
Other comprehensive income (153) 156 (1,560)
Foreign currency translation adjustments (3,198) (1,897) (32,566)
Minority interests 213 211 2,173
Total net assets 234,278 235,104 2,384,992
Commitments and contingent liabilities (note 10)
Total liabilities and net assets ¥427,576 ¥504,873 $4,352,800
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CONSOLIDATED STATEMENTS OF INCOME

Hitachi High-Technologies Corporation and Consolidated Subsidiaries
Years ended March 31, 2009 and 2008

Thousands of

U.S. dollars
Millions of yen (note 2)
2009 2008 2009
Net sales (note 5) ¥774,950 ¥943,124 $7,889,140
Cost of sales (note 5) 670,727 797,282 6,828,133
Gross profit 104,223 145,842 1,061,007
Selling, general and administrative expenses 89,314 96,701 909,231
Operating profit 14,909 49,141 151,776
Other income (expense)
Interest and dividends income 1,263 1,373 12,855
Interest expenses (114) (116) (1,155)
Equity in earnings of affiliates - 183 -
Foreign exchange gains 377 10 3,842
Loss on devaluation of inventories - (1,154) -
Gain on sale of investments securities 60 857 609
Gain on sale of fixed assets 732 426 7,453
Loss on devaluation of investments in securities (370) (1,568) (3,765)
Impairment losses (note 15) (961) - (9,785)
Restructuring charges (note 16) (1,654) - (16,837)
Loss on sale of investments in securities (456) - (4,645)
Gain on abolishment of retirement benefit plan 57 - 578
Other, net 40 (731) 402
(1,026) (720) (10,448)
Income before income taxes and minority interests 13,883 48,421 141,328
Income taxes (note 6)
Current 5,028 17,211 51,187
Deferred 1,744 3,762 17,749
6,772 20,973 68,936
Income before minority interests 7,111 27,448 72,392
Minority interests 36 516 363
Net income ¥ 7,075 ¥ 26,932 $ 72,029
U.S. dollars
Yen (note 2)
Net income per share (note 11) ¥ 5144 ¥ 195.80 $ 0.52

See accompanying notes to consolidated financial statements
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CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

Hitachi High-Technologies Corporation and Consolidated Subsidiaries
Years ended March 31, 2009 and 2008

Millions of yen

Issued and Foreign Total

outstanding Total  Net unrealized Other currency  valuation and
shares  Common Capital Retained ~ Treasury ~ Shareholders’  holding gains comprehensive  translation  translation ~ Minority Total
(thousands) stock surplus earnings stock Equity  on securities income  adjustments  adjustments  interests net assets
Balance at March 31, 2007 137,739  ¥7938  ¥35745  ¥165399  ¥(295)  ¥208,787 ¥7,078 ¥ 56 ¥ 333 ¥7467 ¥5076  ¥221,330
Net income - - - 26,932 - 26,932 - - - - - 26,932
Cash dividends - - - (3,439) - (3,439) - - - - - (3,439)
Purchase of treasury stock - - - - (11) (1) - - - - - (11)
Net change during the year - - - - - - (2,713) 100 (2,230) (4,843) - (4,843)
Decrease in minority interests - - - - - - - - - - (4,865 (4,865)
Balance at March 31, 2008 137,739  ¥7,938  ¥35745  ¥188892  ¥(306) ¥232,269 ¥4,365 ¥156  ¥(1,897) ¥2624 ¥ 211 ¥235104
Netincome - - - 7,075 - 7,075 - - - - - 7,075
Cash dividends - - - (4,470) - (4,470) - - - - - (4,470)
Purchase of treasury stock - - - - (10) (10) - - - - - (10)
Net change during the year - - - - - - (1,813) (309 (1,301) (3,423) - (3,423)
Increase in minority interests - - - - - - - - - - 2 2
Balance at March 31, 2009 137,739  ¥7,938  ¥35745  ¥191,497  ¥(316) ¥234,864 ¥2,552 ¥(153) ¥(3,198) ¥ (799) ¥ 213  ¥234.278
Thousands of U.S. dollars (note 2)

Issued and Foreign Total

outstanding Total  Net unrealized Other currency  valuation and
shares  Common Capital Retained ~ Treasury  Shareholders’  holding gains comprehensive  translation translation ~ Minority Total
(thousands) stock surplus earnings stock Equity  on securities income  adjustments  adjustments  interests net assets
Balance at March 31, 2008 137,739 $80,815 $363,887 $1,922,954 $(3,113) $2,364,543  §44,437 $1588 §(19317) $26,708 $2,152 $2,393,403
Netincome - - - 72,029 - 72,029 - - - - - 72,029
Cash dividends - - - (45,508) - (45,508) - - - - - (45,508)
Purchase of treasury stock - - - - (104) (104) - - - - - (104)
Net change during the year - - - - - - (18,452) (3,148)  (13,249)  (34,849) - (34,849)
Increase in minority interests - - - - - - - - - - 21 21
Balance at March 31, 2009 137,739 $80,815 $363,887 $1,949,475 $(3,217) $2,390,960 $25,985 $(1,560) $(32,566) $ (8,141) $2,173 $2,384,992
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Hitachi High-Technologies Corporation and Consolidated Subsidiaries
Years ended March 31, 2009 and 2008

Thousands of

U.S. dollars
Millions of yen (note 2)
2009 2008 2009
Cash flows from operating activities:
Income before income taxes and minority interests ¥ 13,883 ¥ 48,421 $ 141,328
Adjustments to reconcile net income before income taxes and minority
interests to net cash provided by (used in) operating activities:
Depreciation and amortization 9,488 8,854 96,594
Impairment losses 961 - 9,785
Increase (Decrease) in provision for doubtful receivables (665) 519 (6,765)
Decrease in provision for product warranty expenses (211) (131) (2,146)
Decrease in retirement and severance benefits (907) (958) (9,231)
Interest and dividends income (1,263) (1,373) (12,855)
Interest expenses 114 116 1,155
Foreign exchange losses (gains) (33) 88 (336)
Equity in earnings of affiliates - (183) -
Gain on sale and disposal of property and equipment (554) (198) (5,643)
Loss on sale and devaluation of securities 792 727 8,061
Decrease (Increase) in notes and accounts receivables 89,889 (16,037) 915,088
Increase in inventories (8,193) (5,260) (83,405)
Increase (Decrease) in notes and accounts payables (60,572) 11,526 (616,632)
Other, net 3,850 3,055 39,193
46,579 49,166 474,191
Interest and dividends received 1,254 2,732 12,764
Interest paid (31) (27) (318)
Income taxes paid (16,746) (21,128) (170,478)
Net cash provided by operating activities 31,056 30,743 316,159
Cash flows from investing activities:
Decrease in time deposits - 5 -
Purchases of securities (519) (1,059) (5,281)
Proceeds from sale and redemption of securities 5,275 1,154 53,696
Capital expenditures (10,102) (7,464) (102,844)
Proceeds from sale of property and equipment 1,647 954 16,770
Deposits to Hitachi Group cash management fund with maturity over three months (15,000) - (152,703)
Other, net 15 17 152
Net cash used in investing activities (18,684) (6,393) (190,210)
Cash flows from financing activities:
Dividends paid (4,470) (3,439) (45,508)
Other, net (4,836) (246) (49,229)
Net cash used in financing activities (9,306) (3,685) (94,737)
Effect of exchange rate changes on cash and cash equivalents (1,291) (2,079) (13,145)
Net increase in cash and cash equivalents 1,775 18,586 18,067
Cash and cash equivalents at beginning of year 77,853 59,267 792,557
Cash and cash equivalents at end of year (note 3) ¥ 79,628 ¥ 77,853 $ 810,624

See accompanying notes to consolidated financial statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Hitachi High-Technologies Corporation and Consolidated Subsidiaries

(a) Basis of Presentation
The accompanying consolidated financial statements of Hitachi High-Technologies Corporation (the Company) and
consolidated subsidiaries are prepared on the basis of accounting principles generally accepted in Japan, which are
different in certain respects as to the application and disclosure requirements of International Financial Reporting
Standards, and are compiled from the consolidated financial statements prepared by the Company as required by
the Financial Instruments and Exchange Law of Japan.

In addition, for the convenience of readers outside Japan, the consolidated financial statements, including the
notes to the consolidated financial statements, contain certain reclassifications and additional information which is
not required under accounting principles generally accepted in Japan.

(b) Basis of Consolidation
The consolidated financial statements include the accounts of the Company and its effectively controlled subsidiary
companies, which in general are majority-owned. Investments in entities in which the Company does not have
effective control but has the ability to exercise significant influence over operating and financial policies, generally 20
to 50 percent-owned, are accounted for by the equity method. All significant intercompany accounts and transac-
tions have been eliminated in consolidation.

The cost in excess of net assets of an acquiree, based on the fair value, acquired by the Company is being amor-
tized on a straight-line basis over 5 years or, if the amount is not material, charged immediately to earnings.

(c) Cash and Cash Equivalents
For the purpose of the statements of cash flows, the Company considers all highly liquid investments with insignificant
risk of changes in value which have maturities of generally three months or less when purchased to be cash equivalents.

(d) Short-term Investments and Investments in Securities

The Company accounts for short-term investments and investment securities in accordance with the “Accounting

Standards for Financial Instruments” issued by the Accounting Standards Board of Japan. Under this standard, secu-

rities are to be classified into one of the following three categories and accounted for as follows:

e Securities that the company held with the objective of generating profits on short-term differences in price are clas-
sified as trading securities and measured at fair value, with unrealized holding gains and losses included in earnings.

e Securities that the company has the positive intent and ability to hold to maturity are classified as held-to-maturity
securities and measured at amortized cost.

e Securities classified as neither trading securities nor held-to-maturity securities are classified as available-for-sale
securities and measured at fair value, with either unrealized holding gains and losses excluded from earnings and
reported as net unrecognized holding gains (losses) in a separate component of net assets until realized, or with
unrealized holding losses included in earnings and unrealized gains excluded from earnings and reported as unrec-
ognized holding gains in a separate component of net assets until realized.

The Company measured available-for-sale securities at fair value and reported unrealized holding gains and
losses as “Net unrealized holding gains on securities” in a separate component of net assets. Available-for-sale
securities for which it is not practicable to estimate fair value are carried at cost. In computing realized gains or
losses, cost of available-for-sale securities was principally determined by the moving-average method.

(e) Inventories

Inventories are summarized as follows:
Merchandise . Stated at cost determined principally by the moving-average method (however, the amount
Finished goods stated in the balance sheet was written down to reflect deterioration in profitability)
Semi-finished goods
Raw materials

Work-in-process . Stated at cost determined principally by specific identification method (however, the amount stated in
the balance sheet was computed by reducing the book value to reflect deterioration in profitability)
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(Accounting Policy Change)

The “Accounting Standard for Measurement of Inventories” issued by the Accounting Standards Board of Japan is adopted
from the fiscal year under review. As a result, losses on devaluation of inventories and losses on disposal of inventories,
which were recorded as other expenses in the previous fiscal year, are now recorded as a component of cost of sales.

The resulting decrease compared to the amount determined by the pre-existing accounting method was ¥4,309
million ($43,869 thousand) in gross profit and operating profit, and ¥1,891 million ($19,255 thousand) in income
before income taxes and minority interests for the fiscal year ended March 31, 2009. The impact of the change on
segment information is included in the relevant section.

(f) Property, Plant and Equipment

Property, plant and equipment are stated at cost and depreciated over the estimated useful lives of the respective
assets by the declining-balance method, except for certain buildings, which were acquired on or after April 1, 1998,
being depreciated by the straight-line method.

(Additional Information)
In accordance with the revised Japanese Corporation Tax Law and its regulation concerning the useful life of
machinery and equipment, the Company and its domestic subsidiaries reviewed the status of use of assets and
consequently changed the useful life of some assets for the fiscal year under review prospectively.

The effect of adoption of the new useful life of machinery and equipment on income before income taxes and
minority interests was not material.

(g) Intangible Assets
Intangible assets are principally amortized by the straight-line method over estimated useful lives.

(h) Allowance for Doubtful Receivables
The allowance for doubtful receivables is established at amounts considered to be appropriate based on the
Company's history of credit losses, and an evaluation of potential losses for specific doubtful receivables.

(i) Provision for Product Warranty Expenses

The provision for product warranty expenses is estimated and recorded at the time of sales to provide for future
potential costs, such as costs related to after-sales services, at amounts considered to be appropriate based on the
Company's past experience.

(j) Retirement and Severance Benefits
Allowance for retirement and severance benefits for employees is provided based on the estimated retirement
benefit obligation and the pension assets.

Prior service benefits and costs are recognized as income or expense on a straight-line basis over certain years
(7 to 17 years) not exceeding the expected average remaining service periods of the employees active at the date of
the amendment. Actuarial gains and losses are recognized as income or expense on a straight-line basis from the
next year over certain years (7 to 18 years) not exceeding the expected average remaining service periods of the
employees participating in the plans.

A retirement allowance for directors and statutory auditors of some of domestic subsidiaries has been provided for
the vested benefits to which they are entitled if they were to retire or sever immediately at the balance sheet date.

(Additional Information)

To prepare for the payment of retirement benefits for directors and executive officers, the Company had recorded
the amount payable under the Rules on Retirement and Severance Benefits for directors and executive officers until
the previous fiscal year. At the meeting of the Compensation Committee held on January 25, 2008, the Committee
passed a resolution to abolish the system of reserving retirement benefits for directors and executive officers effec-
tive April 1, 2008, and at the meeting of the Compensation Committee convened on April 24, 2008, the Committee
passed a resolution on the determined amount of payment of reserve for retirement benefits for directors and exec-
utive officers. The amount of reserve for retirement benefits for directors and executive officers according to the
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tenure until the abolition of the system is recorded in “Other liabilities” as a component of long-term liabilities, as
the decision was made to pay the benefits at the time of resignation of each directors and executive officers.

(k) Income Taxes

Deferred income taxes are accounted for under the asset and liability method in accordance with “Accounting Stan-
dards for Deferred Income Taxes"” issued by the Business Accounting Deliberation Council. Under such method,
deferred tax assets and liabilities are recognized for the expected future tax consequences attributable to differ-
ences between the financial statement carrying amount of existing assets and liabilities and their respective tax
bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income
in the years in which those temporary differences are expected to be recovered or settled.

() Translation of Foreign Currency Accounts

The Company accounts for or translates foreign currency accounts under the “Accounting Standards for Foreign
Currency Transaction” issued by the Business Accounting Deliberation Council. Under this standard, foreign cur-
rency transactions are translated into yen at the rates in effect at the transaction date. Foreign currency transac-
tions, for which firm forward exchange contracts are held, are translated into yen at such contract rates, only if the
relation between a foreign currency transaction and a related firm forward exchange contract meets the criteria of
hedge accounting as regulated in “Accounting Standards for Financial Instruments”. At year-end, monetary assets
and liabilities denominated in foreign currencies are translated into yen at the rates of exchange in effect at the
balance sheet date, except for those, as described above, translated at related contract rates. Gains or losses result-
ing from the translation of foreign currencies, including gains and losses on settlement, are credited or charged to
income as incurred.

The financial statements of the consolidated foreign subsidiaries are translated into the reporting currency of yen
as follows: all assets and liabilities are translated at the rates of exchange in effect at the balance sheet date; net
assets accounts are translated at historical rates; income and expenses are translated at an average of exchange
rates in effect during the year; and a comprehensive adjustment resulting from translation of assets, liabilities and
net assets is reported as “Foreign currency translation adjustments”, a separate component of net assets.

(m) Derivative Financial Instruments

Under the “Accounting Standards for Financial Instruments” issued by the Accounting Standards Board of Japan, in
principle, derivative financial instruments are measured at fair value, with unrealized gains or losses included in earn-
ings. Hedging transactions, which meets the criteria of hedge accounting as prescribed in “Accounting Standards for
Financial Instruments”, are accounted for using deferral hedge accounting, which requires the unrealized gains or
losses to be deferred as a component of net assets until gains or losses relating to the hedge objects are recognized.

(n) Treasury Stock

Under the “Accounting Standards for Treasury Shares and Appropriation of Legal Reserve” issued by the Accounting Standards
Board of Japan, treasury stock is recorded at cost as a deduction of net assets. VWWhen the Company reissues the treasury
stock, the difference between the issuance price and the cost of the treasury stock is credited or charged to capital surplus.

(o) Research and Development Expenses
Research and development expenses are charged to income as incurred.

(p) Net Income Per Share

The Company computes and discloses net income per share under the “Accounting Standard for Earnings per Share” issued
by the Accounting Standards Board of Japan. Under this standard, basic net income per share is computed by dividing net
income available to common shareholders by the weighted average number of shares of common shares outstanding during
the respective years. Diluted net income per share reflects the potential dilution that could occur if securities or other contracts
to issue common stock were exercised or converted into common stock or resulted in the issuance of common stock.
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(9) Reclassifications
Certain reclassifications have been made in prior year's consolidated financial statements to conform to classifica-
tion used in current year.

(r) New Accounting Standards
1) Practical Solution on Unification of Accounting Policies Applied to Foreign Subsidiaries for Consolidated Financial Statements
The Company adopted the “Practical Solution on Unification of Accounting Policies Applied to Foreign Subsidiaries
for Consolidated Financial Statements” issued by the Accounting Standard Board of Japan.

The effect of adoption of the new accounting policy on income before income taxes and minority interests was
not material.

2) Accounting Standard for Lease Transactions
The Company and its domestic consolidated subsidiaries had conventionally accounted for financial leases except for
those where the legal title of the underlying property are transferred from the lessor to the lessee in a manner similar
to the accounting method for rental transactions. However, the “Accounting Standard for Lease Transactions” and the
"Guidance on Accounting Standard for Lease Transactions” issued by Accounting Standards Board of Japan have been
adopted to account for such transactions in a manner similar to the accounting method for ordinary sale and purchase
transactions, on or after April 1, 2008.

There was no effect of the adoption of new accounting policy.

3) Criteria of Revenue Recognition

From April 1, 2008, the Company has changed its revenue recognition criteria with regard to products such as semi-
conductor manufacturing equipment and LCD manufacturing equipment which require post-shipment installation. In
principle, revenue is now recognized on completion of installation, rather than on shipment.

Recent advances in finer patterning technology have led to more sophisticated semiconductor manufacturing
equipment and progressively larger LCD manufacturing equipment. As a result, the period between shipment and full
installation of the Company's products can be long, while they account for an increasingly large share of revenues. At
the same time, improvements on the Company'’s IT system have enabled the Company to obtain data regarding the
completion of installation work. In light of these developments, therefore, the Company changed its revenue recogni-
tion criteria to more accurately reflect revenues in the financial statements.

The decrease resulting from the change in revenue recognition criteria compared to the conventional accounting
method was ¥18,900 million ($192,404 thousand) in net sales and ¥3,581 million ($36,454 thousand) each in operat-
ing profit and income before income taxes and minority interests.

The impact of the change in revenue recognition criteria on segment information is included in the relevant section.

(s) Additional Information

Change in Accounting Classification for Cost of Sales, Selling, General and Administrative (SG&A) Expenses

Up until the fiscal year ended March 31, 2008, the Company and some of consolidated subsidiaries had recorded packing

and delivery expenses relating to in-house products as SG&A expenses. However, they have decided to record such

expenses in cost of sales to further clarify their relationship with revenue from the fiscal year under review prospectively.
The decrease resulting from the change of accounting method was ¥2,758 million ($28,072 thousand) in gross profit

for the fiscal year ended March 31, 2009; however, there was no impact on operating profit and other earnings.
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2. U.S. DOLLAR AMOUNTS
The accompanying consolidated financial statements are expressed in yen and, solely for the convenience of the
reader, have been translated into the U.S. dollars at the rate of ¥98.23=$1, the approximate exchange rate prevailing
on the Tokyo Foreign Exchange Market as of March 31, 2009. This translation should not be construed as a repre-
sentation that any amounts shown could be converted into U.S. dollars.

3. CASH AND CASH EQUIVALENTS
Reconciliations between consolidated balance sheet captions and cash and cash equivalents are as follows:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009

Cash ¥ 22,685 ¥25,819 $ 230,933
Time deposits with maturity over three months (50) (50) (509)
Deposits to Hitachi Group cash management fund 67,281 45,957 684,932
Deposits to Hitachi Group cash management fund with

maturity over three months (15,000) - (152,703)
Other deposits in other current assets 4,712 6,127 47,971
Cash and cash equivalents ¥ 79,628 ¥77,853 $ 810,624

4. SHORT-TERM INVESTMENTS AND INVESTMENTS IN SECURITIES
Investments in securities as of March 31, 2009 and 2008 are classified as available-for-sale securities. A summary of
cost, unrealized holding gross gains, unrealized holding gross losses and aggregate fair value by major type of secu-
rities are as follows:

Millions of yen

2009 2008
Gross Gross Aggregate Gross Gross  Aggregate
Cost gains losses fair value Cost gains losses fair value

Available-for-sale securities:
Equity securities ¥1,264 ¥4,407 ¥ (51) ¥5,620 ¥3,122 ¥7,375 ¥(17) ¥10,480
Debt securities 1,503 - (65) 1,438 3,004 - (16) 2,988
Other securities 259 - (3) 256 366 3 - 369
¥3,026 ¥4,407 ¥(119) ¥7,314 ¥6,492 ¥7,378 ¥(33) ¥13,837

Thousands of U.S. dollars

2009
Gross Gross Aggregate
Cost gains losses fair value

Available-for-sale securities:
Equity securities $12,869 $44,866 $ (521) $57,214
Debt securities 15,300 - (664) 14,636
Other securities 2,635 - (32) 2,603

$30,804 $44,866 $(1,217) $74,453
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Debt securities consist mainly of corporate bonds. Other securities consist mainly of commmon shares of private compa-
nies and investment trusts. It is not practicable to estimate the fair value of investments in non-marketable securities
because of the lack of market prices and difficulty in estimating fair value without incurring excessive cost. The carrying
amount of these investments classified as available-for-sale securities at March 31, 2009 and 2008 totaled ¥227 million
($2,311 thousand) and ¥302 million, respectively.

The aggregate fair value recognized in the consolidated balance sheets consist of:

Thousands of

Millions of yen U.S. dollars

2009 2008 2009

Short-term investments ¥ 98 ¥ 1,129 $ 996
Investments in securities 7,216 12,708 73,457
¥7,314 ¥13,837 $74,453

The following represents the maturities of debt securities and other securities with contractual maturities as of
March 31, 2009.

Thousands of

Millions of yen U.S. dollars

2009 2009

Within 1 year ¥ 938 $ 996
After 1 year through 5 years 29 291
After 5 years through 10 years 498 5,074
¥625 $6,361

The proceeds from sales of available-for-sale securities for the year ended March 31, 2009 amounted to
¥1,447 million ($14,734 thousand), and the gross realized gains on the sales of those securities for the year
ended March 31, 2009 amounted to ¥60 million ($609 thousand).

The proceeds from sales of available-for-sale securities for the year ended March 31, 2008 amounted to
¥1,123 million and the gross realized gains on the sales of those securities for the year ended March 31, 2008
amounted to ¥857 million.

5. BALANCES AND TRANSACTIONS WITH RELATED PARTY
51.6% of the Company's outstanding common stock is owned by Hitachi, Ltd. (the parent company). Balances and trans-
actions with the parent company as of and for the years ended March 31, 2009 and 2008 are summarized as follows:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Principal balances:

Accounts receivables ¥ 6,620 ¥ 8,916 $ 67,394
Advances to suppliers 22 18 224
Deposits to Hitachi Group cash management fund 67,281 45,957 684,932
Trade accounts payables 1,856 5,851 18,891
Advances from customers 405 1,339 4,119

Principal transactions:
Sales 39,455 44,978 401,657
Purchases 6,656 12,864 67,755
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6. INCOME TAXES
Reconciliations between the statutory tax rate and the effective income tax rate as a percentage of income before
income taxes and minority interests are as follows:

2009 2008

Statutory tax rate 40.7% 40.7%
Expenses not deductible for tax purpose 4.6 1.9
Tax credit (3.3) (3.5)
Valuation allowance 8.0 1.7
Temporary difference from retained earnings of equity-method affiliate - 15
Other, net (1.2) 1.0

Effective income tax rate 48.8% 43.3%

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and
liabilities as of March 31, 2009 and 2008 are presented below:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Total gross deferred tax assets:

Allowance for doubtful receivables ¥ 1,330 ¥ 1,615 $ 13,537
Accrued bonus 3,561 4,110 36,250
Accrued business tax 83 690 846
Accrued expenses 2,384 3,692 24,267
Intercompany profit on inventories 1,046 1,336 10,648
Devaluation of inventories 3,024 1,689 30,788
Depreciation 1,524 1,338 15,517
Membership deposit 345 348 3,513
Investments in securities 476 2,026 4,849
Retirement and severance benefits 8,219 7,821 83,668
Net operating losses carryforwards 5,104 664 51,958
Other, net 2,544 952 25,902
29,640 26,281 301,743
Less valuation allowance (7,941) (3,083) (80,843)
21,699 23,198 220,900

Total gross deferred tax liabilities:
Business tax receivable (221) - (2,250)
Net unrealized holding gains on securities (1,733) (2,969) (17,639)
Other (305) (401) (3,104)
(2,259) (3,370) (22,933)
Net deferred tax assets ¥19,440 ¥19,828 $197,907

HITACHI HIGH-TECHNOLOGIES ANNUAL REPORT 2009 67



68

Net deferred tax assets as of March 31, 2009 and 2008 are reflected in the consolidated balance sheets under
the following captions:

Thousands of

Millions of yen U.S. dollars

2009 2008 2009

Deferred tax assets-current ¥11,482 ¥13,362 $116,893
Deferred tax assets-noncurrent 8,152 6,660 82,985
Deferred tax liabilities-current - - -
Deferred tax liabilities-noncurrent (194) (194) (1,971)
Net deferred tax assets ¥19,440 ¥19,828 $197,907

7. RETIREMENT AND SEVERANCE BENEFITS

The Company and subsidiaries have the following defined benefit pension plans to provide pension benefits to sub-
stantially all employees:

e Corporate Pension Fund (funded defined benefit pension plan)

e Tax Qualified Pension Plan (funded defined benefit pension plan)

e Retirement and Severance Benefit Plan (unfunded defined benefit pension plan)

The funded status of the Company and subsidiaries’ pension plans as of March 31, 2009 and 2008 is summa-
rized as follows:

Thousands of

Millions of yen U.S. dollars

2009 2008 2009

Projected benefit obligation ¥(100,893) ¥(104,413) $(1,027,106)

Plan assets at fair value 55,704 62,013 567,077

Funded status (45,189) (42,400) (460,029)

Unrecognized actuarial loss 29,510 27,004 300,415

Unrecognized prior service cost (5,126) (5,682) (52,187)

Amounts recognized in the consolidated balance sheets ¥ (20,805) ¥ (21,078) $ (211,801)
Amounts recognized in the consolidated balance sheets consist of:

Investment and other assets- other assets ¥ 4,604 ¥ 4,718 $ 46,870

Retirement and severance benefits (25,409) (25,796) (258,671)

¥ (20,805) ¥ (21,078) $ (211,801)

Net periodic benefit cost for the Company and subsidiaries’ pension plans for the years ended March 31, 2009
and 2008 consisted of the following components:

Thousands of

Millions of yen U.S. dollars

2009 2008 2009

Service cost ¥ 4,158 ¥ 4,156 $ 42,332
Interest cost 2,630 2,519 26,778
Expected return on plan assets for the period (2,353) (2,329) (23,951)
Amortization of actuarial loss 2,696 2,349 27,446
Amortization of prior service cost (520) (524) (5,306)
¥ 6,611 ¥6,171 $ 67,299

Other, net 134 109 1,362
¥ 6,745 ¥ 6,280 $ 68,661
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Actuarial assumptions used in accounting for the Company and subsidiaries’ plans are principally as follows:

2008
Discount rate 1.9-2.5%
Expected rate of return on plan assets 3.5%

The programs described above do not cover directors and statutory auditors.

To prepare for the payment of retirement benefits for directors and statutory auditors, some domestic consoli-
dated subsidiaries recorded the amount payable at the end of the fiscal year under review based on the Rules on
Retirement and Severance Benefits for directors and statutory auditors.

At March 31, 2009 and 2008, such obligation recognized as retirement and severance benefits amounted to
¥276 million ($2,812 thousand) and ¥885 million, respectively.

Through May 1, 2006, the Company and its domestic subsidiaries are subjected to the Japanese Commercial Code
(JCC). The JCC requires that at least 50% of the issue price of new shares is designated as stated capital, and pro-
ceeds in excess of amount designated as stated capital are credited to additional paid-in capital.

On May 1, 2006, a new corporate law (the Law) became effective, which reformed and replaced the JCC with
various revisions that would, for the most part, be applicable to events or transactions which occur on or after May
1, 2006 and for the fiscal years ending on or after May 1, 2006.

Authorized shares and issued shares for the years ended March 31, 2009 and 2008 are summarized as follows:

Authorized Issued
shares shares
Balance as of March 31, 2008 350,000,000 137,738,730

Balance as of March 31, 2009

The JCC requires an amount of equal to at least 10% of appropriations of retained earnings to be paid in cash be
appropriated as a legal reserve until total of capital surplus and legal reserve equals 25% of stated capital. In addition
to reduction of a deficit and transfer to stated capital, either capital surplus or legal reserve may be available for
dividends by resolution of the shareholders’ meeting to the extent that the amount of total capital surplus and legal
reserve exceeds 25% of stated capital.

The Law requires that an amount equal to 10% of dividends must be appropriated as a legal reserve (of retained
earnings) or as additional paid-in capital (of capital surplus) depending on the equity account charged upon the pay-
ment of such dividends until the total of aggregate amount of legal reserve and additional paid-in capital equals 25%
of the common stock. Under the Law, the total amount of additional paid-in capital and legal reserve may be
reversed without limitation of threshold that the JCC provided. The Law also provides that common stock, legal
reserve, additional paid-in capital, other capital surplus and retained earnings can be transferred among the accounts
under certain conditions upon resolution of the shareholders.

Cash dividends and appropriations to the legal reserve charged to retained earnings during the years ended
March 31, 2009 and 2008 represent dividends and paid out during those periods and the related appropriations to
the legal reserve. The accompanying consolidated financial statements do not include any provision for the dividend
of ¥15.00 ($0.15) per share approved at the Board of Directors’ meeting held on May 22, 2009, aggregating ¥2,063
million ($21,003 thousand) in respect of the year ended March 31, 2009.
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10. COMMITMENTS AND CONTINGENT LIABILITIES
At March 31, 2009 and 2008, the Company and its subsidiaries are contingently liable for following amounts:

Thousands of

Millions of yen U.S. dollars

2009 2008 2009

Export bills discounted ¥ 125 ¥ 191 $ 1,277
Notes receivables endorsed to suppliers 197 97 2,010
Guarantees given for employees’ housing loans 1,045 1,246 10,642
¥1,367 ¥1,634 $13,929

11. NET INCOME PER SHARE INFORMATION
The Company adopted “Accounting Standard for Earnings per Share” issued by Accounting Standard Board of
Japan as described note 1(p). The Company has no potentially dilutive securities for the years ended March 31,
2009 and 2008. Net income per share computed for the years ended March 31, 2009 and 2008 are as follows:

Number of shares
2009

Weighted average number of shares on which basic net income per share is calculated 137,547,064

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Net income ¥7,075 ¥26,932 $72,029
Net income available to common shareholders 7,075 26,932 72,029
Yen U.S. dollars
2009 2008 2009

Net income per share:
Basic ¥51.44 ¥195.80 $0.52

12. RESEARCH AND DEVELOPMENT EXPENSES
Research and development expenses charged to income for the year ended March 31, 2009 and 2008 amounted to
¥21,483 million ($218,698 thousand) and ¥20,436 million, respectively.

13. DERIVATIVE FINANCIAL INSTRUMENTS
The Company and its subsidiaries are exposed to market risks arising from fluctuations in foreign currency exchange
rates. The Company and subsidiaries enter into forward exchange contracts for the purpose of hedging these risk
exposures. Forward exchange contracts are utilized to manage foreign currency exchange rate risk from receivables
and payables which are denominated in foreign currencies.

The Company has no derivative financial instruments for trading purpose. In addition, the Company may be
exposed to losses in the event of nonperformance by counterparties to financial instruments, but it is not expected
that any counterparties will fail to meet their obligations because most of the counterparties are authentic financial
institutions. The Company has also developed hedging policies to control various aspects of derivative financial
transactions including authorization levels, transaction volumes and counterparty credit guidelines.

The notional amounts, estimated fair values and unrealized gains (losses) of the derivative financial instruments
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other than derivative financial instruments accounted for using the deferral hedge accounting for the years ended
March 31, 2009 and 2008 are as follows:

Millions of yen

2009 2008
Notional Estimated  Unrealized Notional ~ Estimated  Unrealized
amounts fair values  gains (loss) amounts  fair values gains

Forward exchange contracts:
To sell foreign currency ¥11,593 ¥11,376 ¥217 ¥17,289 ¥16,227 ¥1,062
To buy foreign currency ¥ 2,138 ¥ 2,081 ¥ (57) ¥ 3,845 ¥ 3,853 ¥ 8

Thousands of U.S. dollars

2009
Notional Estimated  Unrealized
amounts fair values  gains (loss)

Forward exchange contracts:
To sell foreign currency $118,023 $115,821 $2,202
To buy foreign currency $ 21,763 $ 21,186 $ (577)

14. LEASE
Lessee
Finance leases, which had been contracted until March 31, 2008, except for those where the legal title of the under-
lying property would be transferred from the lessor to the lessee at the end of the lease term, were accounted for
as operating lease.

Future minimum lease payments under non-cancelable operating lease arrangements as of March 31, 2009 and
2008 are ¥637 million ($6,488 thousand) and ¥682 million due within one year, ¥1,558 million ($15,863 thousand)
and ¥2,087 million due after one year, respectively.

Finance leases (without transfer of legal title) are accounted for as operating leases. For the years ended March
31, 2009 and 2008, lease payments of ¥916 million ($9,326 thousand) and ¥1,300 million, respectively, under such
finance leases were included in earnings. On a pro forma basis, leased property, lease obligation and related
expenses, with assumed capitalization of such finance leases are as follows:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009

Leased property:
Equipment and other, at cost ¥2,582 ¥3,663 $26,286
Less accumulated depreciation (Note a) 1,542 1,817 15,700
Less impairment - 86 -
Net equipment and other ¥1,040 ¥1,760 $10,586
Depreciation expense (Note a) ¥ 853 ¥1,258 $ 8,685
Interest expense (Note b) 27 40 271

Lease obligation:
Within one year ¥ 567 ¥ 768 $ 5,774
After one year 494 1,001 5,029
Total ¥1,061 ¥1,769 $10,803
Leased property impaired ¥ - ¥ 18 $ -

Notes: a. Leased property is depreciated over the lease term by the straight-line method with no residual value.
b. Excess of total lease payments over the assumed acquisition costs is regarded as assumed interest pay-
able and is allocated to each period using the interest method.
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15. IMPAIRMENT LOSSES

When determining signs of impairment, the Company and its consolidated subsidiaries classify the assets according

to administrative accounting categories based on business units.

In the fiscal year ended March 31, 2009, the Company accounted for impairment losses for the following assets.

Thousands of

Millions of yen U.S. dollars

2009 2008 2009

Machinery and equipment ¥130 ¥— $1,329

Tools, furniture and fixtures 752 - 7,652

Other 79 - 804

Total ¥961 - $9,785
Location Purpose Type Impairment Loss

Naka Division of the
Company

Manufacturing facilities for Semiconductor
manufacturing equipment

Manufacturing facilities for Biotechnology
equipment

Tools, furniture and
fixtures, etc.

¥813 million
($8,275 thousand)

Shonan Division of the
Company

Manufacturing facilities for HD manufac-
turing equipment

Manufacturing facilities for wafer bump
equipment

Machinery and
equipment, Tools,
furniture and fixtures

¥148 million
($1,510 thousand)

Total

¥961 million
($9,785 thousand)

The book value has been reduced to the recoverable value measured based on utility value due to the deteriora-

tion in profitability stemming from the severe downturn in market conditions in the case of semiconductor manufac-

turing equipment and manufacturing facilities, biotechnology equipment and manufacturing facilities, and HD

manufacturing equipment and manufacturing facilities, and in conjunction with the decision to withdraw from busi-

ness in the case of wafer bump manufacturing facilities.

The assets have been written off, at book value in full, as impairment losses as a component of other expense,

due to the lack of prospects for generating sufficient cash flow in the future.

16. RESTRUCTURING CHARGES

Restructuring charges primarily account for additional retirement benefits associated with the Company and its

consolidated subsidiaries’ preferential measures for early retirement.

17. SEGMENT INFORMATION

Business Segment Information
The Company has divided its operations into four reportable segments: “Electronic Device Systems,” “Life Sci-

ences,” “Information Systems and Electronic Components” and “Advanced Industrial Products.” Following is a
tabulation of business segment information as of and for the years ended March 31, 2009 and 2008.
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Millions of yen

2009
Information

Electronic Systems & Advanced

Device Life Electronic Industrial
Systems Sciences  Components Products Total  Elimination  Consolidated

Net sales:
External customers ¥168,324 ¥97,725 ¥203,758 ¥305,143 ¥774,950 ¥ - ¥774,950
Intersegment sales 44 167 79 1,453 1,743 (1,743) -
168,368 97,892 203,837 306,596 776,693 (1,743) 774,950
Operating expenses 173,184 78,485 205,430 304,717 761,816 (1,775) 760,041
Operating profit ¥ (4,816) ¥19,407 ¥ (1,593) ¥ 1,879 ¥ 14877 ¥ 32 ¥ 14,909
Total assets ¥130,167 ¥44,515 ¥ 69,591 ¥ 82,298 ¥326,571 ¥101,005 ¥427,576
Depreciation 5,042 1,889 1,560 997 9,488 - 9,488
Impairment losses 743 218 - - 961 - 961
Capital expenditure 6,399 2,996 1,753 1,346 12,494 - 12,494
Millions of yen
2008
Information

Electronic Systems & Advanced

Device Life Electronic Industrial
Systems Sciences  Components Products Total  Elimination ~ Consolidated

Net sales:

External customers ¥264,778 ¥96,173 ¥232,716 ¥349,457 ¥943,124 ¥ - ¥943,124
Intersegment sales 13 1,328 94 1,108 2,543 (2,543) -

264,791 97,501 232,810 350,565 945,667 (2,543) 943,124
Operating expenses 241,646 79,075 228,674 347,057 896,452 (2,469) 893,983

Operating profit ¥ 23,145 ¥18,426 ¥ 4,136 ¥ 3,608 ¥ 49,215 ¥ (74) ¥ 49,141
Total assets ¥180,768 ¥45,791 ¥ 87,373 ¥104,278 ¥418,210  ¥86,663 ¥504,873
Depreciation 4,543 1,504 1,253 1,654 8,854 - 8,854
Impairment losses - - - - - - -
Capital expenditure 4,894 1,494 4,438 899 11,725 - 11,725

Thousands of U.S. dollars

2009
Information

Electronic Systems & Advanced

Device Life Electronic Industrial
Systems Sciences  Components Products Total  Elimination ~ Consolidated

Net sales:

External customers  $1,713,571 $994,862 $2,074,298 $3,106,409 $7,889,140 $ - $7,889,140
Intersegment sales 447 1,694 801 14,792 17,734 (17,734) -

1,714,018 996,556 2,075,099 3,121,201 7,906,874 (17,734) 7,889,140
Operating expenses 1,763,047 798,990 2,091,314 3,102,073 7,755,424 (18,060) 7,737,364

Operating profit $ (49,029) $197566 $ (16,215) $ 19,128 $ 151,450 $ 326 $ 151,776
Total assets $1,325,127 $453,170 $ 708,451 $ 837,810 $3,324,558 $1,028,242 $4,352,800
Depreciation 51,325 19,231 15,887 10,151 96,594 - 96,594
Impairment losses 7,569 2,216 - - 9,785 - 9,785
Capital expenditure 65,147 30,497 17,844 13,705 127,193 - 127,193
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(Accounting Policy Changes)

As indicated in Note (r) New Accounting Standards, in the fiscal year ended March 31, 2009, the Company changed
its revenue recognition criteria for products such as semiconductor manufacturing equipment and LCD manufactur-
ing equipment that require post-shipment installation. Revenue is now recognized on completion of installation,
rather than on shipment.

The resulting decreases in net sales and operating profit compared to the amounts measured by the pre-existing
accounting method were as follows: Electronic Device Systems: ¥15,828 million ($161,131 thousand) and ¥3,234
million ($32,921 thousand); Life Sciences: ¥192 million ($1,958 thousand) and ¥47 million ($478 thousand); Informa-
tion Systems & Electronic Components: ¥713 million ($7,254 thousand) and ¥88 million ($901 thousand); and
Advanced Industrial Products: ¥2,167 million ($22,061 thousand) and ¥212 million ($2,154 thousand).

As indicated in Note (e) Inventories, the Company adopted the “Accounting Standard for Measurement of Invento-
ries” issued by the Accounting Standards Board of Japan from the fiscal year under review.

The resulting decreases in operating profit compared to the pre-existing accounting method were as follows:
Electronic Device Systems: ¥2,328 million ($23,704 thousand); Life Sciences: ¥176 million ($1,794 thousand); Infor-
mation Systems & Electronic Components: ¥1,763 million ($17,946 thousand); and Advanced Industrial Products:
¥42 million ($425 thousand).

The major products and goods of each business segment are as follows:

e Semiconductor Process Equipment (Etching System)

e Semiconductor Metrology and Inspection System

e Electron Microscope

e |iquid Crystal Display (LCD) Manufacturing Equipment

e Hard Disk (HD) Manufacturing Equipment

e Semiconductor Back-end Process Equipment (Die Bonder)
e Others

e Biotechnology Equipment

(DNA Sequencer, and General-Purpose Analysis)
e Clinical Analyzer

(Clinical Chemistry and Immunodiagnostic Analyzer)
* Nuclear Magnetic Resonance Equipment (NMR)
e Gas Chromatography-Mass Spectrometers (GC-MS)
e Reagent
e Others

e Chipmounter

e Measuring Equipment

e Design and Manufacturing Solution

e Semiconductor Device Product

e |T-related Equipment

e Thin Film Transistor (TFT) Liquid Crystal Display
e Others
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Advanced Industrial Products:

e Steel, Nonferrous Metal, and Plastic

e Silicon Wafer

e Procurement Solution Businesses
e Optical Device and Material

e Automotive-related Device and Material

e Others

Geographic Segment Information
Geographic segment information as of and for the years ended March 31, 2009 and 2008 are as follows:

Millions of yen

2009
North Other
Japan America Europe Asia areas Total Elimination  Consolidated
Net sales:
External customers ¥542,193 ¥92,116 ¥74,019 ¥66,245 ¥377 ¥774,950 ¥ - ¥774,950
Intersegment sales 173,842 2,967 1,044 19,842 96 197,791 (197,791) -
716,035 95,083 75,063 86,087 473 972,741 (197,791) 774,950
Operating expenses 704,705 93,811 74,336 84,806 457 958,115 (198,074) 760,041
Operating profit ¥ 11,330 ¥ 1,272 ¥ 727 ¥ 1,281 ¥ 16 ¥ 14,626 ¥ 283 ¥ 14,909
Total assets ¥398,824 ¥23,104 ¥14,872 ¥21,938 ¥441 ¥459,179 ¥ (31,603) ¥427,576
Millions of yen
2008
North Other
Japan America Europe Asia areas Total Elimination ~ Consolidated
Net sales:
External customers ¥707,850 ¥73,821 ¥77,801 ¥ 83,290 ¥362 ¥ 943,124 ¥ - ¥943,124
Intersegment sales 157,992 3,808 207 25,048 26 187,081 (187,081) -
865,842 77,629 78,008 108,338 388 1,130,205 (187,081) 943,124
Operating expenses 822,137 76,396 76,716 105,754 410 1,081,413 (187,430) 893,983
Operating profit ¥ 43,705 ¥ 1,233 ¥ 1,292 ¥ 2,584 ¥(22) ¥ 48,792 ¥ 349 ¥ 49,141
Total assets ¥468,528 ¥24,275 ¥19,073 ¥ 30,477 ¥502 ¥ 542,855 ¥ (37,982) ¥504,873
Thousands of U.S. dollars
2009
North Other
Japan America Europe Asia areas Total Elimination  Consolidated
Net sales:
External customers ~ $5,519,632  $937,759  §753,532 $674,391 $3,826  $7,889,140 - $7,889,140
Intersegment sales 1,769,741 30,201 10,628 201,996 982 2,013,548 (2,013,548) -
7,289,373 967,960 764,160 876,387 4,808 9,902,688 (2,013,548) 7,889,140
Operating expenses 7,174,035 955,009 756,760 863,351 4,638 9,753,793 (2,016,429) 7,737,364
Operating profit $ 115338 $ 12,951 $ 7,400 $ 13,036 $ 170 $ 148,895 2,881 $ 151,776
Total assets $4,060,106 $235,201 $151,397 $223,334 $4,487 $4,674,525 (321,725) $4,352,800
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(Accounting Policy Changes)

Change in Revenue Recognition Criteria

As previously indicated, in the fiscal year ended March 31, 2009, the Company changed its revenue recognition
criteria for products such as semiconductor manufacturing equipment and LCD manufacturing equipment that
require post-shipment installation. Revenue is now recognized on completion of installation, rather than on
shipment.

The resulting decreases in net sales and operating profit compared to the amounts measured by the pre-existing
accounting method were as follows: Japan: ¥12,555 million ($127,816 thousand) and ¥2,699 million ($27,474 thou-
sand); North America: ¥6,331 million ($64,451 thousand) and ¥824 million ($8,384 thousand); Europe: ¥13 million
($128 thousand) and ¥1 million ($12 thousand); and Asia: ¥1 million ($9 thousand) and ¥57 million ($584 thousand).

Accounting Standard for Measurement of Inventories
As previously indicated, the Company adopted the “Accounting Standard for Measurement of Inventories” issued by the
Accounting Standards Board of Japan from the fiscal year under review.

The resulting decreases in operating profit compared to the pre-existing accounting method were as follows:
Japan: ¥4,245 million ($43,217 thousand); and Asia: ¥64 million ($652 thousand).

Major countries and areas included in each geographic segment are as follows:
North America: United States, Canada
Europe : Germany, United Kingdom, etc.
Asia : Singapore, Korea, China, Hong Kong, Taiwan, etc.
Other areas : Brazil, Israel

Overseas Sales
Export sales of the Company and its domestic subsidiaries and foreign subsidiaries’ sales other than sales to Japan
are summarized as follows:

Millions of yen

2009
North Other
America Europe Asia areas Total
Net sales: ¥83,570 ¥82,961 ¥185,703 ¥18,980 ¥371,214
Percentage of consolidated net sales 10.8% 10.7% 24.0% 2.4% 47.9%

Millions of yen

2008
North Other
America Europe Asia areas Total
Net sales: ¥73,110 ¥94,233 ¥276,411 ¥17,793 ¥461,547
Percentage of consolidated net sales 7.8% 10.0% 29.3% 1.8% 48.9%

Thousands of U.S. dollars

2009
North Other
America Europe Asia areas Total
Net sales: $850,758 $844,561 $1,890,489 $193,225 $3,779,033
Percentage of consolidated net sales 10.8% 10.7% 24.0% 2.4% 47.9%
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(Accounting Policy Change)

As previously indicated, in the fiscal year ended March 31, 2009, the Company changed its revenue recognition
criteria for products such as semiconductor manufacturing equipment and LCD manufacturing equipment that
require post-shipment installation. Revenue is now recognized on completion of installation, rather than on
shipment.

The resulting decreases in overseas net sales compared to the amount measured by the pre-existing accounting
method were as follows: North America: ¥5,648 million ($57,503 thousand); Europe: ¥62 million ($631 thousand);
Asia: ¥6,650 million ($67,702 thousand); and Other areas: ¥648 million ($6,596 thousand).

Major countries and areas included in each geographic area are as follows:
North America: United States, Canada
Europe : Germany, United Kingdom, etc.
Asia : Singapore, Korea, China, Hong Kong, Taiwan, etc.
Other areas  : Brazil, Israel
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REPORT OF INDEPENDENT AUDITORS

Report of Independent Auditors

The Board of Directors
Hitachi High-Technologies Corporation

We have audited the accompanying consolidated balance sheets of Hitachi High-Technologies
Corporation and consolidated subsidiaries as of March 31, 2009 and 2008, and the related
consolidated statements of income, changes in net assets, and cash flows for the years then ended,
all expressed in yen. These financial statements are the responsibility of the Company’s
management. QOur responsibility is to express an opinion on these financial statements based on
our audits.

We conducted cur audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In cur opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Hitachi High-Technologies Corporation and consolidated
subsidiaries at March 31, 2009 and 2008, and the consolidated results of their operations and their
cash flows for the years then ended in conformity with accounting principles generally accepted in
Japan.

As discussed in Note 1. {r) 3} to the consclidated financial statements, the Company changed its
criteria of accounting for revenue recognition effective April 1, 2008.

The U.S. dollar amouants in the accompanying consolidated financial statements with respect to the
year ended March 31, 2009 are presented solely for convenience. Qur audit also included the
translation of yen amounts into U.S. dollar amounts and, in our opinion, such translation has been
made on the basis described in Note 2.

Tokyo, Japan EoXs %QE&ML“ LLC

June 24, 2009
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INVESTOR INFORMATION

CORPORATE DATA (s of March 31, 2009)

DATE OF ESTABLISHMENT
April 12, 1947

PAID-IN CAPITAL
¥7,938 million

NUMBER OF EMPLOYEES
10,508 (Hitachi High-Technologies Group Total)

NUMBER OF COMMON SHARES
137,738,730 (Issued and Outstanding)

STOCK EXCHANGE LISTINGS
Tokyo Stock Exchange, First Section;
Osaka Securities Exchange, First Section

ANNUAL SHAREHOLDERS® MEETING
June

INDEPENDENT AUDITORS
Ernst & Young ShinNihon

NUMBER OF SHAREHOLDERS
8,540

TRANSFER AGENT

TRANSFER AGENT
Tokyo Securities Transfer Agent Co., Ltd.

OFFICE OF THE TRANSFER AGENT
6-2, Otemachi 2-chome, Chiyoda-ku,
Tokyo 100-0004, Japan

SHARE PRICE AND TOTAL VOLUME
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MAJOR SHAREHOLDERS (as of March 31, 2009)

Name

Hitachi, Ltd.

Japan Trustee Services Bank, Ltd. (Trust Account 4G)
The Master Trust Bank Of Japan, Ltd.

Japan Trustee Services Bank, Ltd. (Trust Account)
Employees’ Stockholding

HAYAT

The Nomura Trust and Banking Co., Ltd.

Mellon Bank, N.A. as Agent for
Its Client Mellon Omnibus US Pension

Trust & Custody Services Bank, Ltd. (Trust Account)

State Street Bank and Trust Company

TYPE OF SHAREHOLDERS (As of March 31, 2009)

Percentage

Number of of total

shareholders  equity (%)

Financial institutions 56 0.6
Securities firms 30 04
Other domestic corporations 153 1.8
Foreign corporations, etc. 323 3.8
Individuals and others 7,978 934
Total 8,540 100.0

Share Price (Left)
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Number of
shares

70,807,382

7,498,800
6,061,500
5,696,200
2,027,336
1,630,000
1,361,600

1,292,234
1,289,200
1,148,634

Number of
shares (Tens
of thousands)

2,714
28
7,270
2,703
1,059
13,774

(Thousands of shares)

W Total Volume (Right)

03

Percentage of
total equity
(%)

51.40

5.44

4.40

413

1.47

1.18

0.98

0.93
0.93
0.83

Percentage
of total
equity (%)
19.7

0.2

52.8

19.6

7.7
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®Hitachi High-Technologies Corporation

24-14, Nishi-Shimbashi 1-chome, Minato-ku,
Tokyo 105-8717, Japan

Tel :+81-3-3504-7111

Fax : +81-3-3504-7123

URL : www.hitachi-hitec.com

CONTACT

Public & Investor Relations Group
Secretary’s Office

Tel :+81-3-3504-5138

Fax : +81-3-3504-5943
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