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Consolidated Financial Highlights

(Millions of yen, thousands of U.S. dollars, except for per share data)

<Income statements and cash flows data>

Three months ended Yearended | Three months
June 30, March 31, | ended June 30,
2003 2002 Change 2003 2003
Statements of Income Data:
Net sales ¥315,193 ¥292 397 7.8% ¥1,322,453 $2,630,993
Operating income 14,217 4,337 227.8% 49,360 118,673
Income before income taxes and 12,284 760 | 1,516.3% 31,629 102,537
minority interest
Net income (loss) 5,967 (1,074) - % 12,510 49,808
Statements of Cash Flows Data:
Cash flows from operating activities 33,182 35,251 (5.9% 159,504 276,978
Cash flows from investing activities (22,697) (25,780) (12.00% (107,943) (189,458)
Cash flows from financing activities 88,987 26,476 236.19% 9111 742,797
Cash and cash equivalentsat end of | 59 gg5 | 165732 7620 192288 2,437,270
the period
Per Share Data:
Net Income per share-Basic ¥38.62 ¥(7.07) - %4 ¥81.08 $0.32
-Diluted ¥38.57 $0.32
Notes

The consolidated figures are not intended to present the financial position and results of operations and
cash flows in accordance with accounting principles and practices generally accepted in countries and
jurisdictions other than Japan.

. Figuresin ‘Change’ column are comparisons with the same period of the previous year.

As aresault of a changein accounting standards, bonuses to directors and statutory auditors, which
are appropriated from retained earnings subsequent to fiscal year end and not reflected in the
statement of income of the fiscal year, were reflected in the calculation of net income per share for
the period ending June 30, 2003 as if they were charged to income in such fisca year.
Comparative figures have been presented as though the new standard had been applied retroactively.
Diluted net income per share are presented only if there are dilutive factors present.

. U.S. dollar amounts are included solely for the convenience of readers. These trandations should

not be construed as representations that the yen amounts actualy represent, or have been or could
be converted into U.S. dollars at that or any other rate. The rate of ¥119.80 = U.S.$1 at June 30,
2003 has been used for the purpose of presentation.
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<Balance Sheets data>

June 30, March 31, June 30, June 30,
2003 2003 2002 2003
Tota assets ¥1,289,876 ¥1,196,080 ¥1,217,766 $10,766,912
Shareholders equity 386,928 ¥281,316 266,783 3,229,783
Debt / Equity ratio (%) 30.0% 23.5% 21.9% 30.0%
Shareholders’ equity per share ¥2 016.67 1,851.13 1,756.72 $16.83

Oper ating Perfor mance Highlights

In terms of the globa economy during this first quarter, while Europe and some of the Asian countries
have been falling into recession, the overall globa economy continued its weak recovery, supported by
personal spending in the United States and economic expansion in China. However, the period was
plagued with worries such as concerns about internationa affairs, a dowdown in spending due to the
Severe Acute Respiratory Syndrome (SARS) epidemic in Asia, and mounting concerns about global
deflation.

In Japan, while corporate profits improved and stock prices increased at the end of this quarter,
persona spending and capital expenditure remained at low levels and employment conditions are il
harsh. Although the economic climate remained constant overal, the future of the economy is
unclear.

As for the Epson Groups' main market, in the information-related equipment business, multi-function
printers, which can print, scan and copy, gained popularity. On the other hand, there was a
discernible decrease in demand for single-function printers and scanners, however, with the
popularization of digital still camera, the photo printing market showed continuous growth. In
addition, prices continued to go down for both multi-function and single-function printers. The
appearance of multi-function printers for $99 had a considerable impact, further eroding the price of
the products. Although the size of the laser printer market remained amost the same, price
competition among color printers is increasingly severe, however, demands for color laser printer in
the domestic market showed further increase. The market of liquid-crystal projectors grew due to the
expansion of the home and educational markets, but at the same time average price per unit declined
dramatically because there was an increase in the popularity of lower priced products. In the
electronic devices business, while the mobile phone market remains steady, competition is heating up
due to growing Korean manufacturers. On the other hand, the development of color displays for
mobile phone showed slow but progressive growth. The personal spending deep-freeze made for a
lackluster quarter for precision products business.

Under these market circumstances, Epson continued to take countermeasures to cope with higher
competition and lower prices by providing products with high value using its distinctive technological
strengths.  Epson also actively expanded its advertising activities in order to further promote Epson
brand. In addition to promoting an al-out, company-wide program to reform operations, Epson
proceeded with a number of programs, including some designed to reduce costs, focus capita
expenditure and increase investment efficiency.

Furthermore, Epson is concentrating its management resources to inkjet printer in the photo printing
market, projectors including the rapidly growing home theater projectors due to the popularization of
DVD and video games, and LCD that are receiving high reputation by mobile phones with built in
cameras, which are the high growing products. With each business segment’s tie up and
harmonization, Epson is actively pioneering new businesses and markets.

The average exchange rates for the US dollar and the Euro in this first quarter were ¥118.50 and
¥134.66 respectively, a 7% increase in the vaue of the yen againgt the US dollar, but a drop of more
than 15% against the Euro, compared to the same period last year.
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As aresult of the above circumstances, Epson’'s net sales for this first quarter increased by 7.8% on the
same period last year to ¥315,193 million ($2,630,993 thousand). Operating income rose by 227.8%
on the same period last year to ¥14,217 million ($118,673 thousand), and income before income taxes
and minority interest also shot up 1,516.3% to ¥12,284 million ($102,537 thousand). Quarterly net
income came to ¥5,967 million ($49,808 thousand) (quarterly net loss was¥1,074 million for the same
period last year).

Epson listed stocks on the first section of the Tokyo Stock Exchange on June 24, 2003.

Oper ating Performance Highlights by B usiness Segments

Information-related equipment:

The information-related equipment segment intensified its sales program for our exclusive technology
pigment ink printer products (the DURABrite series) and high resolution photo quality printers. In
order to increase sales, Epson aso began offering low price LCD projectors in which the consumer
market is expected to grow.

In the imaging and information products business, in spite of being affected by a drop in main unit
prices for inkjet printers and multi-function printers (including related supplies, hereafter the same
when referring to printers), sales increased dightly due to geater sales of ink cartridges as a result of
an increase in the number of Epson’s printers in use, and more opportunities to use printers, such as
printing of digital photos and graphics. Laser printers were aso affected by a drop in main unit
prices, however, increase in sales of color laser printers, which consumes supplies in volume, and an
increase in the number of Epson’s laser printer in use including monochrome laser printers contributed
to increase of sdes. Saes of scanners declined dramatically due to the popularity of multi-function
printers. This has resulted in a dight increase in saes for the imaging and information products
business as awhole.

In the visua instruments business, while Epson saw sales increase for liquid-crystal projectors, sales
of monitor modules declined. Although units of liquid-crystal projectors sold escal ated substantially,
the growth remained weak in terms of monetary amounts due to the influence of price reduction.
Monitor modules saw a sharp drop in sales lecause of a decrease in orders of entertainment units,
which are core products, and sales drops in completed monitors. This resulted in a sharp decrease in
sales for the visual instruments business on the whole.

The system devices business saw lower sales because of diminished sales in high-price products, such
as printers for elections in Brazil that were in hot demand in the same period last year. On the other
hand, athough conditions in the domestic PC market remain harsh, the personal computers business
achieved higher sdles, as Epson captured individual users demands to buy new PCs with a TV
function due to the diffusion of broadband. Overall sales in the system devices business and personal
computers business ended nearly equivaent as to the same period last yesar.

Epson posted lower operating income in the information-related equipment business segment due to
an overall declinein prices and the increase of advertisement expenses.

This resulted in net saes for the information-related equipment business segment for this first quarter
increasing by 0.3% on the same period last year to ¥205,139 million ($1,712,346 thousand), and
operating income decreasing by 16.2% on the same period last year to ¥15,579 million ($130,042
thousand).

Electronic devices:

In the electronics devices business segment, even with demand downturn due to the SARS epidemic
and high inventory surplus in the mobile phone market, especialy in the China region, Epson
continued to line up products related to color LCD’s, the fidd in which Epson has strength.

In the display business, color STN LCDs and MD-TFD LCDs saw a rise in sales, while sdes

decreased in monochrome STN LCDs and high-temperature polysilicon TFT for liquid-crystal

projectors. In spite of being affected by a drop in price, color STN LCDs and MD-TFD LCDs saw

significantly higher sales as a result of more units being sold due to a demand to substitute
3
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monochrome displays with color displays in overseas mobile phone markets. On the other hand,
saes of monochrome STN LCDs fel significantly. In spite of the increase in units sold, hgh-
temperature polysilicon TFT for liquid-crystal projectors posted a decrease in sales on the back of
miniaturization and price-reduction of pands. This has led to a significant overall increase in salesin
the display business.

In the semiconductor products business, color LCD driver ICs, which have higher unit prices,
achieved significantly higher sdles. This is the consequence of the development of color displays for
mobile phones. Sales of drivers rose on the whole as a result of more units of color LCD drivers
being sold, which have a high unit price. This dl led to a substantial rise in sales across the entire
semiconductor business.

Even though the quartz devices business experienced faling prices, this business also saw higher sales
due to an increase in the number of units sold in markets for mobile phones, in-vehicle units and
digital still cameras.

In the electronic devices business segment, operating income increased, recovering from operating
losses of the same period last year, due to the decline in manufacturing-related fixed expenses (such as
depreciation costs) and sdling, general and administrative expenses (such as research and
development expenses).

This resulted in net sales for the electronic devices business segment for this first quarter increasing by
33.2% on the same period last year to ¥97,633 million ($814,966 thousand), and operating income was
¥793 million ($6,619 thousand) (operating loss was¥14,277 million on the same period last year).

Precision products:

In the precision products segment, Epson strengthened its product capability by focusing on launching
differentiated products and strategicdly specifying the targeted market.

In the watch business, although the average price per unit increased due to the strategy emphasizing
high-price brand name products, sales of units other than strategic products decreased. In addition,
OEM products were influenced by the SARS epidemic, as they are sold primarily in the Hong Kong
market.

On the other hand, although there was a steady rise in sales of optical devices in the gotical products
business, a dump in saes of corrective lenses due to the downturn in consumption affected the
business.

As aresult, while net sales for the precision products business segment decreased, operating income
increased due to shifting manufacturing operations to overseas and promotion of cost reduction.

This resulted in net sales for the precision products business segment for this first quarter decreasing
by 9.8% on the same period last year to ¥18,024 million ($150,451 thousand), and operating income
was ¥196 million ($1,636 thousand) (operating loss was¥100 million on the same period last year).

Operating Perfor mance Highlights by Geogr aphic Segments

Japan:

While sales of inkjet printers and multi-function printers showed flat growth and monitor modules
decreased, sales for MD-TFD LCDs and color STN LCDs increased significantly. As a result, net
sales reached ¥274,305 million ($2,289,691 thousand), up 7.3% from the same period last year, while
operating income came in at ¥10,949 million ($91,394 thousand), up 997.1% from the same period
last year, asignificant increase.

The Americas:

While sales of logic IC increased, sales of dot matrix printers, scanners, and mini-printer mechanism
decreased, resulting in net sales recording a decrease compared to the same period last year. As a
result, net sales fell by 3.2% from the same period last year to ¥61,236 million ($511,152 thousand),
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and operating income was ¥952 million ($7,947 thousand), down 30.3% from the same period last
year.

Europe:

Sales of inkjet printers, multi-function printers, laser printers, and color STN LCDs recorded an
increase compared to the same period last year. This resulted in net sales increasing by 18.3% on the
same period last year to ¥61,973 million ($517,304 thousand), and operating income of ¥132 million
($1,102 thousand), up 61.0% from the same period last year.

Asa/ Oceania:

While sales of inkjet printers and multi-function printers decreased sharply, sales of color STN LCDs
and MD-TFD LCDs increased significantly. As a result, sales rose by 11.0% from the same period
last year to ¥157,302 million ($1,313,038 thousand) and operating income decreased by 0.1% to
¥3,826 million ($31,936 thousand).

Cash Flow Performance

Of the total cash flow from operating activities, net income was ¥5,967 million ($49,808 thousand) for
this quarter. Of the items listed for adjusting net income, depreciation and amortization for tangible
and intangible fixed assets, principaly from the electronic devices business segment, was ¥26,371
million ($220,125 thousand). As for changes to assets and liabilities, inventory increased by ¥13,478
million ($112,504 thousand). As a result, cash flow from operating activities came to ¥33,182
million ($276,978 thousand).

Cash flow from investing activities was deficit of ¥22,697 million ($189,458 thousand) due to the
payment of ¥23,760 million ($198,331 thousand) that came due during this period for tangible and
intangible fixed assets acquired at the end of last period, principally for the imaging and information
products business.

The cash flow from financia activities ended with a revenue of ¥88,987 million ($742,797 thousand),
resulted by the issuance of new stocks amounting ¥98,800 million ($824,708 thousand) in relation to
listing on the stock exchange.

This resulted in the outstanding balance of cash and cash equivaents to be ¥291,985 million
($2,437,270 thousand) at the end of this period.

Forecast for fiscal year ending M arch 31, 2004

The coming business environment is expected to remain harsh due to the weakening power of
economic recovery in the world economy. Nevertheless, with an expected jump in sales of multi-
function printers, and the full-scale spread of mobile phone with color displays getting underway
overseas, we expect increased demand in this area.

In spite of a decline in the rate of return by an ongoing drop in prices due to increased competition,
Epson expects net sdes from the information-related equipment business segment to increase
compared to the previous fiscal year as a result of factors such as increased sales of projectors for the
home market and multi-function printers. However, due to the fact that lower price competition is
progressing faster than expected, yearly sales are forecasted to fall short compared to the original
outlook.

While increased demand in the electronic devices business segment is predicted on account of the
continuing spread of mobile phone with color displays overseas, cost competitiveness is expected to
intensify further. Epson projects that introducing new products with superior technology to the
market will raise unit sales and dight increase in yearly saes are forecasted compared to the origina
outl ook.

The precision products business segment is expected to achieve higher sales overal compared to the
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previous fiscal year with the optica business and factory automation systems business expected to
increase sales, in spite of the low probability of the watch business growing in terms of sales due to the
maturity of its market. However with the effect of the SARS epidemic, yearly saes is forecasted to
fall short compared to the origina outlook.

Epson continues to review the exchange rate, taken recent trends into consideration.

The following is the outlook for half year ending September 30, 2003 and full year ending March
31,2004. Haf year outlook are changed due to the effects of favorable exchange rate and reduced
sales due to the drop of sales price in the information-related equipment segment. As for full year
outlook, decrease of sales is projected. Even with further promotion of cost reduction and review of
the exchange rate, the outlook of income will remain unchanged due to the uncertainty of market
environment and lower price competition.

Outlook for Consolidated Results

Half year
Origina Outlook Current Outlook Change
Net Sales ¥680.9 hillion ¥654.0 hillion ¥(26.9 hillion)
Income before income tax
and minority interest ¥8.7 hillion ¥14.0 hbillion ¥5.3 hillion
Net income ¥4.8 hillion ¥8.0 hillion ¥3.2 hillion
Exchange Rate U.S$1 = ¥120 U.S$1 = ¥116
Eurol = ¥118 Eurol = ¥134
Full year
Original Outlook Current Outlook Change
Net Sales ¥1,469.3 bhillion ¥1,410.0 billion ¥(59.3 hillion)
Income before income tax
and minority interest ¥43.2 billion ¥43.2 billion ¥ - billion
Net income ¥23.4 billion ¥23.4 bhillion ¥ - hillion
Exchange Rate U.S$1 = ¥120 U.S$1 = ¥116
Eurol = ¥118 Eurol = ¥130

Cautionary Statement

This report includes forward-looking statements which are based on management’s view from the information available at the time of the
announcement. These statements involve risks and uncertainties. Actud results may be materialy different from those discussed in the
forward-looking statements. The factors that may affect Epson include, but are not limited to, genera economic conditions, the ability of
Epson to continue to timely introduce new products and services in markets, consumption trend, competition, technology trend, exchange
rate fluctuations.
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Consolidated Balance Sheets (Unaudited)

Thousands of
Millions of yen U.S. dollars
June 30, March 31, June 30, June 30,
2003 2003 Change 2002 2003
ASSETS
Current assets:
Cash and cash equivalents ¥291,985 ¥192,288 ¥99,697 ¥165,732  $2,437,270
Time deposits 459 498 (39 863 3832
Notes and accounts receivable,
trade 204,997 218,280 (13,283) 207,614 1,711,160
Inventories 182,828 167,478 15,350 171,930 1,526,110
Other current assets 77,951 71,010 6,941 83,650 650,676
Allowance for doubtful accounts (4,584) (4,244 (340) (4,331) (38,263)
Tota current assets 753,636 645,310 108,326 625,458 6,290,785
Property, plant and equipment:
Buildings and structures 379,912 378,268 1,644 377,312 3,171,219
Machinery and equipment 467,727 472,977 (5,250) 469,333 3,904,232
Furniture and fixtures 182,556 177,972 : 160,906 1,523,840
Land 53,819 53,794 25 54,350 449,240
Other 11,828 11,962 (134 11,395 98,731
1,095,842 1,094,973 869 1,073,296 9,147,262
Accumulated depreciation (664,051) (652,204) (11,847) (594,046)  (5,542,997)
431,791 442,769 (10,978) 479,250 3,604,265
Investments and other assets:
Investment securities 37,077 35,906 1,171 26,020 309,491
Intangible assets 25,984 26,955 971) 29,631 216,895
Other assets 42,264 46,020 (3,756) 58,378 352,788
Allowance for doubtful accounts (876) (880) 4 (971 (7,312)
104,449 108,001 (3,552 113,058 871,862
Total assets ¥1289876  ¥1196,080 ¥93796 ¥1217,766 $10,766,912

The accompanying notes are an integral part of these financial statements.
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LIABILITIESAND
SHAREHOLDERS EQUITY

Current liabilities:

Short-term bank loans

Current portion of long-term
debt

Notes and accounts payable,
trade

Accounts payable, other

Income taxes payable

Accrued bonuses

Accrued warranty costs

Other current liabilities

Tota current ligbilities

Long-term liabilities:

Long-term debt

Accrued pension and severance
costs

Accrued directors’ and statutory
auditors’ retirement
allowances

Other long-term liabilities

Totd long-term liabilities

Minority interest in subsidiaries

Shareholders' equity:
Common stock, no par value
Additional paid-in capital
Retained earnings
Net unrealized gains on other
securities
Trandation adjustments
Treasury stock
Totd shareholders equity

Commitment and contingent
liabilities

Tota ligbilities and
shareholders equity

Thousands of
Millions of yen U.S. dollars
June 30, March 31, June 30, June 30,
2003 2003 Change 2002 2003

¥134,584 ¥142,198 ¥(7614) ¥217,990  $1,123,406
67,659 70,258 (2,599 83,880 564,766
126,417 115,966 10,451 130,620 1,055,234
62,656 77,492 (14,836) 63,558 523,005
7,199 8,316 (1,117) 5,251 60,092
8,183 13,590 (5,407) 8,404 68,305
15,462 14,275 1,187 26,217 129,065
58,293 50,992 7,301 50,234 486,586
480,453 493,087 (12,634) 586,154 4,010,459
398,728 396,934 1,794 323,356 3,328,281
9,150 9,242 (92 24,546 76,377
1,683 2,403 (720) 2,224 14,048
10,329 10,490 (161) 12,758 86,219
419,890 419,069 821 362,884 3,504,925
2,605 2,608 (3) 1,945 21,745
49,091 12531 36,560 12,531 409,775
72,499 10,259 62,240 10,259 605,167
269,279 264,874 4,405 252,393 2,247,738
1,001 167 834 795 8,355
(4,942) (6,515) 1,573 (9,195) (41,252)
© ()] - ()] ©
386,928 281,316 105,612 266,783 3,229,783

¥1,289,876 ¥1,196,080 ¥93,796 ¥1217,766 $10,766,912

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of | ncome (Unaudited)

Thousands of
Millions of yen U.S. dollars
Three months ended Yearended Three months
June 30, March 31, ended June 30,
2003 2002 Change 2003 2003
Net sales ¥315,193 ¥292,397 ¥22,796 7.8% ¥1,322453 $2,630,993
Cost of sales 224,851 216,246 8,605 4.0% 959,865 1,876,886
Gross profit 90,342 76,151 14191  18.6% 362,583 754,107
Sdling, general and administrative
expenses.
Salaries and wages 19,218 18,367 851 4.6% 72,597 160,417
Advertising 6,275 4464 1811  406% 30,138 52,379
Sales promotion 6,399 5,339 1,060 19.9% 30,364 53,414
Research and development costs 9,924 10,560 (636) (6.0%) 42787 82,838
Shipping costs 4,037 3,856 181 4.7% 19,756 33,698
Provision for doubtful accounts 363 61 302  495.1% 665 3,030
Other 29,909 29,167 742 2.5% 116,921 249,658
76,125 71,814 4311 6.0% 313,228 635,434
Operating income 14,217 4,337 9880 227.8% 49,360 118,673
Other income:
Interest and dividend income 522 348 174  50.0% 1,289 4,357
Other 1,665 1,814 (149) (8.2%) 28,509 13,898
2,187 2,162 25 1.2% 29,798 18,255
Other expenses:
Interest expenses 1,638 1,477 161  109% 6,257 13,673
Net loss on foreign exchange 1,151 3,04 (1,903)  (62:3%) 5,552 9,608
Loss on disposal of property, plant
and equipment 490 345 145 42.0% 3,233 4,000
Other 841 863 (22) (5% 32,487 7,020

4,120 5739 (1619  (28.2%) 47529 34,391

Income before income taxes

and minority interest 12,284 760 11,524 1516.3% 31,629 102,537

Income taxes 6,224 1,728 4,496 _ 260.2% 18,657 51,953
Income (loss) before minority

interest 6,060 (968) 7,028 - 12,972 50,584

Minority interest in subsidiaries 93 106 (13) (12.3%) 462 776

Net income (l0ss) ¥5967 _ ¥(1074) _ ¥7,041 - ¥12510 $49,808

The accompanying notes are an integral part of these financia statements.
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Consolidated Statements of Change in Shareholders’ Equity (Unaudited)

Balance at March 31, 2002

Net income for the three months period ended
June 30, 2002

Cash dividends

Bonusesto directors and statutory auditors

Net unrealized losses on other securities
Translation adjustments

Balance at June 30, 2002

Balance at March 31, 2003

Net income for the three months period ended
June 30, 2003

Issuance of common stock under public offering
Cash dividends

Bonusesto directors and statutory auditors

Net unrealized gain on other securities
Translation adjustments

Balance at June 30, 2003

Balance at March 31, 2002

Net income

Cash dividends

Bonusesto directors and statutory auditors
Increase due to affiliates newly accounted for
under the equity method

Net unrealized |osses on other securities
Translation adjustments

Balance at March 31, 2003

Balance at March 31, 2003

Net income for the three months period ended
June 30, 2003

Issuance of common stock under public offering
Cash dividends

Bonuses to directors and statutory auditors

Net unrealized gain on other securities

Translation adjustments

Balance at June 30, 2003

Millions of yen

Additional  Net unrealized
Number of Common paid-in  gainsonother  Translation Treasury  Retained
shares issued stock capital securities adjustments stock earnings Tota
151,864,592 ¥12,531 ¥10,259 ¥1,286 ¥1,342 ¥(0) ¥254,931 ¥280,349
- - - - - - (1,074) (1,074)
- - - - - - (1,367) (1,367)
- - - - - - (97) (97)
- - - (491) - - - (491)
- - - - (10,537) - - (10,537)
151,864,592 ¥12,531 ¥10,259 ¥795 ¥(9,195) ¥(0) ¥252,393 ¥266,783
151,864,592 ¥12,531 ¥10,259 ¥167 ¥(6,515) ¥(0) ¥264,874 ¥281,316
- - - - - - 5,967 5,967
40,000,000 36,560 62,240 - - - - 98,800
- - - - - - (1,367) (1,367)
- - - - - - (195) (195)
- - - 834 - - - 834
- - - - 1,573 - - 1,573
191,864,592 ¥49,091 ¥72,499 ¥1,001 ¥(4,942) ¥(0) ¥269,279 ¥386,928
Millions of yen
Additional  Net unrealized
Number of Common paid-in gainsonother  Translation Treasury Retained
shares issued stock capital securiti es adjustments stock earnings Total
151,864,592 ¥12,531 ¥10,259 ¥1,286 ¥1,342 ¥(0) ¥254,931 ¥280,349
- - - - - - 12,510 12,510
R - - - - - (2,734) (2,734)
- - - - - - (98) (98)
- - - - - - 265 265
- - - (1,119) - - - (1,119)
. - - - (7,857) - - (7,857)
151,864,592 ¥12,531 ¥10,259 ¥167 ¥(6,515) ¥(0) ¥264,874 ¥281,316
Thousands of U.S. dollars
Additional  Net unrealized
Common paid-in gainsonother ~ Tranglation Treasury Retained
stock capital securities adjustments stock earnings Total
$104,600 $85,634 $1,394 $(54,382) $(0) $2,210,968 $2,348,214
- - - - - 49,808 49,808
305,175 519,533 - - - - 824,708
- - - - - (11,410) (11,410)
R R - - - (1,628) (1,628)
- - 6,961 - - - 6,961
- - - 13,130 - - 13,130
$409,775 $605,167 $8,355 $(41,252) $(0) $2,247,738 $3,229,783

The accompanying notes are an integral part of these financia statements.
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Consolidated Statements of Cash Flows (Unaudited)

Cash flows from operating activities:
Net income (l0ss)
Adjustments to reconcile net income (loss) to net cash
provided by operating activities-
Depreciation and amortization
Accrual for net pension and severance costs, less
payments
Net (gain) loss on sales and disposal of property,
plant and equipment
Equity in net (gains) losses under the equity method
Deferred income taxes
(Increase) decrease in allowance for doubtful
accounts
Accrued income taxes
Decrease in notes and accounts receivable, trade
(Increase) decrease in inventories
Increase (decrease) in notes and accounts payable,
trade
Other
Net cash provided by operating activities
Cash flows from investing activities:
Payment for purchases of property, plant and
equipment
Proceeds from sales of property, plant and equipment
Payments for purchases of intangible assets
Payments of long-term prepaid expenses
Other
Net cash used in investing activities
Cash flows from financing activities:
Increase (decrease) in short-term borrowings
Proceeds from long-term debt
Repayment of long-term debt
Issuance of common stock
Cash dividends
Other
Net cash provided by financing activities
Effect of exchange rate fluctuations on cash and cash
equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

Supplemental disclosures of cash flow information:
Cash received and paid during the year for-
Interest and dividend received
Interest paid
Income taxes paid

Thousands of
Millions of yen U.S. dollars
Three months ended Year ended Three months
June 30, March 31, ended June
2003 2002 Change 2003 30, 2003
¥5,967 ¥(1,074) ¥7,041 ¥12,510 $49,808
26,371 28,863 (2,492) 127,406 220,125
(1,176) 27 (1,149) (18,212) (9,816)
393 (87) 480 1,978 3,280
(55 (64) 9 95 (459)
282 (563) 845 6,289 2,354
324 (166) 490 (459) 2,705
(851) (6,510) 5,659 (1,839) (7,103)
13,689 31,470 (17,781) 20,636 114,265
(13,478) (4,979) (8,499) 2,471 (112,504)
8,802 3,998 4,804 (3,613) 73,472
(7,086) (15,610) 8,524 12,242 (59,149)
33,182 35,251 (2,069) 159,504 276,978
(20,622) (26,544) 5,922 (85,274) (172,137)
383 2,090 (1,707) 7,872 3,197
(3,138) (1,814) (1,324) (8,898) (26,194)
(29) (20) (9 (10,943) (242)
709 508 201 (10,700) 5,918
(22,697) (25,780) 3,083  (107,943) (189,458)
(7,592) 19,053 (26,645) (56,723) (63,372)
2,500 9,747 (7,247) 150,644 20,868
(3,253) (584) (2,669) (81,568) (27,154)
98,800 - 98,800 - 824,708
(1,367) (1,367) - (2,734) (11,410)
(101) (373) 272 (508) (843)
88,987 26,476 62,511 9,111 742,797
225 (1,524) 1,749 307 1,878
99,697 34,423 65,274 60,979 832,195
192,288 131,309 60,979 131,309 1,605,075
¥291,985 ¥165,732 ¥126,253  ¥192,288 $2,437,270
¥537 ¥720 ¥(183) ¥2 227 $4,482
¥(1,194) ¥(1,542) ¥348 ¥(6,143) $(9,967)
¥(6,793) ¥(8,800) __ ¥2007 _ ¥(14.207 56,703

The accompanying notes are an integral part of these financial statements.
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Notes to Consolidated Financial Statements (Unaudited)

1. Basis of presenting consolidated financial statements:

(1) Background -

Seiko Epson Corporation (the “Company”) was originally established as a manufacturer of watches but
later expanded its business to provide key devices and solutions for the digital color imaging markets
through the application of its proprietary technologies. The Company operates its manufacturing and

sales business mainly in Japan, the Americas, Europe and AsialOceania.

(2) Basisof presenting consolidated financial statements -

The Company and its subsidiaries in Japan maintain their records and prepare their financial statements in
accordance with accounting principles generally accepted in Japan while its foreign subsidiaries maintain
their records and prepare their financial statements in conformity with accounting principles generally
accepted in their respective country of domicile. The accompanying consolidated financial statements of
the Company and its consolidated subsidiaries and affiliates (collectively “Epson”) as of June 30, 2003, and
for the three months ended June 30, 2003 are an English trandation of the Japanese consolidated financia
statements of Epson, which have been prepared in accordance with accounting principles and practices
generally accepted in Japan. The interim consolidated financial statements reflect all adjustments,
consisting of normal recurring items, which are, in the opinion of management, necessary to present a fair
statement of the results of the interim period presented. The results of operations for any interim period

are not necessarily indicative of results for the full year.

The accompanying consolidated financial statements incorporate certain reclassifications and
rearrangements in order b present them in a form that is more familiar to readers outside Japan. In
addition, the notes to the consolidated financial statements include information that is not required under
generaly accepted accounting principles and practices in Japan, but which is provided herein as additional
information. However, none of the reclassifications nor rearrangements have a materia effect on the
financial statements.

The accompanying consolidated financial statements are not intended to present the financial position and
results of operations and cash flows in accordance with accounting principles and practices generaly

accepted in countries and jurisdictions other than Japan.

2. Summary of significant accounting policies:

(1) Consolidation and investments in affiliates -

The accompanying consolidated financial statements include the accounts of the Company and those of its
subsidiaries that are controlled by Epson. Under the effective control approach, al majority-owned

12



SEIKO EPSON CORPORATION

companies are to be consolidated. Additionally, companies in which share ownership equals 50% or less
may be required to be consolidated in cases where such companies are effectively controlled by other
companies through the interests held by a party who has a close relationship with the parent in accordance
with Japanese accounting standards. All significant inter-company transactions and accounts and

unrealized inter-company profits are eliminated upon consolidation.
Investments in affiliates in which Epson has significant influence are accounted for using the equity method.
Consolidated income includes Epson’s current equity in net income or loss of affiliates after elimination of

unrealized inter-company profits.

(20 Trandation of foreign currency transactions and accounts -

Foreign currency transactions are translated using foreign exchange rates prevailing at the respective
transaction dates. Receivables and payables in foreign currencies are trandated at the foreign exchange
rates prevailing at the respective balance sheet dates.

All the assets and liabilities of foreign subsidiaries and effiliates are trandated at the foreign exchange rates
prevailing at the respective balance sheet dates, and al the income and expense accounts are trandated at
the average foreign exchange rates for the respective periods. Foreign currency financia statement
trandation differences are recorded in the consolidated balance sheet as a separate component of
shareholders’ equity.

(3) Cashand cash equivaents -

Cash and cash equivalents included in the consolidated financia statements are composed of cash on hand,
bank deposits that may be withdrawn on demand and highly liquid investments purchased with initia
maturities of three months or less and which represent low risk of fluctuation in value.

(4) FEinancid instruments -

(& Investmentsin debt and equity securities:

Investments in debt and equity securities are classified into three categories. 1) trading securities;
2) hdd-to-maturity debt securities; and 3) other securities. These categories are treated
differently for purposes of measuring and accounting for changes in fair value.

Trading securities held for the purpose of generating profits from changes in market value are
recognized at their fair value in the consolidated balance sheets. Unrealized gains and losses are
included in current income. Held-to-maturity debt securities are expected to be held to maturity
and are recognized at historical or amortized cost in the consolidated balance sheets. Other
securities for which market quotations are available are recognized at fair value in the
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consolidated balance sheets. Unrealized gains and losses for these other securities are reported as
a separate component of shareholders’ equity, net of tax. Other securities for which market
guotations are unavailable are stated at cost, based on the weighted average cost method. Other
than temporary declines in the value of other securities are reflected in current income.

(b) Derivative financial instruments:

Derivative instruments (i.e., forward exchange contracts, interest rate swaps and currency
options) are recognized as either assets or liabilities at their respective fair values at the date of
contract, and gains and losses arising from changes in fair value are recognized in earnings in the
corresponding fisca period. If certain hedging criteria are met, such gains and losses are
deferred and accounted for as assets or ligbilities.

(c¢) Allowance for doubtful accounts:

Allowance for doubtful accounts is calculated based on the aggregate amount of estimated credit
losses for doubtful receivables plus an amount for receivables other than doubtful receivables

calculated using historical write-off experience from certain prior periods.

(5) Inventories-

Inventories are stated at the lower of cost or market value, where cost is primarily determined using the
weighted average cost method.

(6) Property, plant and equipment -

Property, plant and equipment, including significant renewals and improvements, are carried at cost less
accumulated depreciation. Maintenance and repairs, including minor renewals and improvements, are
charged to income as incurred. Depreciation of property, plant and equipment is mainly computed based
on the declining-balance method for the Company and its Japanese subsidiaries and on the straight-line
method for foreign subsidiaries at rates based on the estimated useful lives. For buildings acquired by the
Company and its Japanese subsidiaries on or after April 1, 1998, depreciation is computed based on the
straight-line method, which is prescribed by Japanese income tax laws. When property, plant or
equipment is retired or disposed of, the difference between the net book value and sales proceeds, if any, is

charged or credited to income.

The estimated useful lives of depreciable assets principally range from eight to fifty years for buildings and

structures and principally range from two to eleven years for machinery and egquipment.

(7) Intangible assets -

Amortization of intangible assets is computed using the straight-line method. Amortization of software

for interna use is computed using the straight-line method over their estimated useful lives, ranging from
14
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three to five years.

(8) Accrued bonuses -

Accrued bonuses to employees are provided for the estimated amounts which Epson is obligated to pay to
employees after the fiscal year-end, based on services provided during the current period.

(9) Accrued warranty costs-

Epson provides an accrual for estimated future warranty costs based on the historical relationship of
warranty costs to net sales. Specific warranty provisions are made for those products where warranty
expenses can be specifically estimated.

(10) Income taxes—

The provision for income taxes is computed based on income before income taxes and minority interest in
the consolidated statements d income. The asset and liability approach is used to recognize deferred tax
assets and liabilities for the expected future tax consequences of temporary differences between the
carrying amounts and the tax basis of assets and liabilities.

(11) Pension and severance costs -

The Company and some of its Japanese subsidiaries maintain a contributory defined benefit welfare
pension plan the ‘welfare pension plan”) covering substantially all of their employees. The welfare
pension plan is funded in conformity with the funding requirements of the Japanese Welfare Pension
Insurance Law. The welfare pension plan covers the substitutional portion of the governmental welfare
pension program and non-substitutional portion under which contributions are made by these companies
and their employees.

To supplement the welfare pension plan, the Company and some of its Japanese subsidiaries maintain tax
quaified pension plans which are non-contributory defined benefit pension plans. These companies
contribute amounts required to maintain sufficient plan assets to provide for accrued benefits, subject to

limitations on expense deductibility under Japanese income tax laws.

Pension benefits are determined based on years of service, basic rates of pay and conditions under which
the termination occurs, and are payable at the option of the retiring employee either in a lump-sum amount
or as an annuity. Contributions to the plans are funded through severa financial institutions in accordance

with the applicable laws and regulations.

Unrecognized prior service costs and actuarial gains and losses are amortized based on the straight-line

method over a period of five years.
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Most of the Company’s foreign subsidiaries have various retirement plans, which are primarily defined
contribution plans, covering substantially all of their employees. Epson’s funding policy for these defined
contribution plans is to contribute annually an amount equal to a certain percentage of the participants

annual salaries.

With respect to the Company’s directors and statutory auditors, who are not covered by the benefit plans for
employees described above, provision is made for retirement benefits based on interna rules regarding
directors and statutory auditors’ retirement benefits. In accordance with the Commercial Code of Japan,
payments of retirement benefits for directors and statutory auditors are subject to approva by a resolution

at the Company’s shareholders' meeting.

(12) Revenue recognition -

Revenue from sale of goods is recognized at the time when goods are shipped. Revenue from services is
recognized when services are rendered and accepted by customers.

(13) Research and development costs -

Research and development costs are expensed as incurred.

(14) Leases-

Epson leases certain office space, machinery and equipment and computer equipment from third parties.
Under Japanese accounting standards, capital leases, other than those under which ownership of the assets
will be transferred to the lessee at the end of the lease term, are alowed to be accounted for as operating

leases with footnote disclosure of the estimated acquisition cost, estimated accumulated depreciation and

future estimated lease payments.

Epson has recorded substantially all leases as operating leases in the manner described in the preceding

paragraph.

(15) Net income per share -

Net income per share is computed based on the weighted average number of shares of common stock
outstanding during each fiscal period. Epson had no dilutive potential common shares, such as

convertible debt or warrants, outstanding during the relevant periods.

On September 25, 2002, the Accounting Standards Board of Japan issued new accounting standards
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concerning accounting for net income per share, effective for fiscal years beginning on or after April 1,
2002. Epson has adopted these new accounting standards from the fiscal year commencing on April 1,
2002. Under the new accounting standards, “bonuses to directors and statutory auditors’, which is
determined through appropriation of retained earnings by resolution of general shareholders meeting
subsequent to fiscal year-end and not reflected in the accounts of the current year, should be reflected in the
calculation of net income per share, as if “bonuses to directors and statutory auditors’ was charged to

income in the current year.

(16) Appropriations of retained earnings -

Appropriations of retained earnings reflected in the accompanying consolidated financial statements have
been recorded after approva by the shareholders as required under the Commercial Code of Japan. In
addition to year-end dividends, the board of directors may declare interim cash dividends by resolution to
the shareholders of record as of September 30 of each year.

3. U.S. dollar amounts:

U.S. dollar amounts presented in the accompanying consolidated financial statements and in these notes are
included solely for the convenience of readers and are not audited. These trandations should not be
construed as representations that the yen amounts actually represent, or have been or could be converted
into U.S. dollars at that or any other rate. As the amounts shown in U.S. dollars are for convenience only,
arate of ¥119.80 = U.S.$1, the rate of exchange prevailing a June 30, 2003, has been used.

4. |nvestmentsin debt and equity securities:

The aggregate cost and market value (carrying value) of other securities with market values, which was
included in investment securities at June 30, 2003 was as follows:
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Millions of yen
June 30, 2003

Gross unredlized Market value
Cost Gains Losses (carrying value)
Equity securities ¥4,337 ¥1,745 ¥(102) ¥5,980
Debt securities 52 5 - 57
Other 601 36 (26) 611
Total ¥4,990 ¥1,786 ¥(128) ¥6,648

Thousands of U.S. dollars
June 30, 2003

Gross unrealized Market vaue
Cost Gains L osses (carrying vaue)
Equity securities $36,202 $14,566 $(851) $49,917
Debt securities 434 42 - 476
Other 5,017 300 (217) 5,100
Tota $41,653 $14,908 $(1,068) $55,493

The carrying amount of unlisted investment securities at June 30, 2003 was ¥19,260 million ($160,768
thousand).

For the period ended June 30, 2003, devaluation of the values of other securities with an aggregate market
value of ¥0 million ($0 thousand) was charged to current income. The devaluation is principally recorded
in cases where the fair value of other securities with determinable market values has declined in excess of
30% of cost. Those securities are written down to the fair value and the resulting losses are included in
current income for the period.

5. Derivative financial instruments:

Epson enters into forward exchange contracts, currency options and interest rate swaps. Forward
exchange contracts and currency options are utilized to hedge currency risk exposures. Interest rate swaps
are utilized to hedge against possible future changes in interest rates on floating rate borrowings. Epson

uses derivative instruments only for hedging purposes and not for purposes of trading or speculation.

The table below lists contract amounts, notional amounts and fair values of derivatives as at June 30, 2003

by transactions and type of instrument, excluding derivatives eligible for hedge accounting.
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Millions of yen
June 30, 2003

Unrealized gains

I nstruments Contract amounts Fair vaues (losses)
Forward exchange contracts:
Sold -
U.S. doller ¥2,171 ¥2,201 ¥(30)
Euro 21,039 21,946 (907)
Sterling pound 269 277 (8)
Australian dollar 889 923 (34)
Swiss Francs 282 278 4
Thai baht 245 243 2
Purchased -
U.S. doller 1,868 1,878 10
Euro 4 4 ()]
Sterling pound 2,373 2,380 7
Japanese yen 31 31 (0
Tota unreglized losses from
forward exchange contracts _ ¥(956)

Thousands of U.S. dollars
June 30, 2003

Unrealized gains

Instruments Contract amounts Fair values (losses)
Forward exchange contracts:
Sold -
U.S. dollar $18,122 $18,372 $(250)
Euro 175,618 183,189 (7,571)
Sterling pound 2,245 2,312 (67)
Australian dollar 7,421 7,705 (284)
Swiss Francs 2,354 2,321 33
Thai baht 2,045 2,028 17
Purchased -
U.S. dollar 15,593 15,676 83
Euro 33 33 ©
Sterling pound 19,808 19,867 59
Japanese yen 259 259 (0)]
Total unrealized losses from
forward exchange contracts $(7,980)

There were no interest rate swap transactions outstanding at June 30, 2003.

These forward exchange contracts were entered into for hedging purposes. Unrealized gains and losses
from these contracts are recognized in earnings. Forward exchange contracts assigned individualy to

monetary items denominated in foreign currencies are excluded from the above table.
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6. Assets pledged as collateral for secured loans and debt:

Assets pledged as collateral for secured loans and debt at June 30, 2003 were as follows:

Thousands of
Pledged assets Millions of yen U.S. dollars
Land ¥386 $3,222
Buildings and structures 1,544 12,888
Machinery and equipment 448 3,740
Furniture and fixtures 23 192
Tota _ 2401 __$20042
Thousands of
Secured loans and debt Millions of yen U.S. dollars
Current portion of long-term debt ¥162 $1,352
Long-term debt 12 100
Total ¥174 $1,452

In the period ended June 30, 2003, Epson has line of credit agreements with four banks for an aggregate
maximum amount of ¥40,000 million ($333,890 thousand). As at June 30, 2003, there were unused credit
lines of ¥40,000 million ($333,890 thousand) outstanding and available.

7. Shareholders equity:

The shares of common stock were listed on the First Section of the Tokyo Stock Exchange on June 24,
2003. At the same time as the listing, 40,000,000 shares of common stock were issued by the Company
with the aggregate net proceeds of ¥98,800 million ($824,708 thousand). Of the 40,000,000 shares,
23,805,500 shares of common stock were offered in Japan and 16,194,500 were offered outside of Japan in
an international offering. As a result of this issuance, common stock and additional paid-in capital
increased ¥36,560 ($305,175 thousand) and ¥62,240 ($519,533 thousand), respectively.

8. Net income per share;

Net income per share for the period ended June 30, 2003 is as follows:
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Thousands of
Millions of yen U.S. dollars
Net income attributable to common shares ¥5,967 $49,808
Weighted average number of common shares outstanding 154,501,955
Yen U.S. dollars

Net income per share:

-Basic ¥38.62 $0.32

-Diluted ¥38.57 $0.32

In connection with the offering of the over-allotted shares granted to Nikko Citigroup Limited, 216,789

potential common shares were included in the diluted number of shares outstanding.

9. Cash flow information:

Cash and cash equivalents at June 30, 2003 were composed of the following:

Thousands of

Millions of yen U.S. dollars

Cash and deposits ¥294,692 $2,459,866
Investment with maturities of three months or less - -
Sub-total 294,692 2,459,866

Less:
Short-tem bank loans (overdrafts) (2,248) (18,765)
Time deposits due over three months (459) (3,831)
Investments held for more than three months (0) (0)
10. Leases:

were capitalized, the capital lease assets at June 30, 2003 would have been as follows:

As described in Note 2 (14), Epson, as a lessee, charges periodic capita lease payments to expense when
paid. Such payments for three months ended June 30, 2003 amounted to ¥1,089 million ($9,090

thousand).

If capital leases that do not transfer the ownership of the assets to the lessee at the end of the lease term
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Thousands of
Millions of yen U.S. dollars
Acquisition cost:

Machinery and equipment ¥3911 $32,646
Furniture and fixtures 6,917 57,738
Intangible assets 1,825 15,234
12,653 105,618
Less: accumulated depreciation 8,258 68,932
Net book value ¥4,395 $36,686

Depreciation expenses for these leased assets for three months ended June 30, 2003 would have been
¥1,014 million ($8,464 thousand), if they were computed in accordance with the straight-line method over
the periods of these capital leases, assuming no remaining value.

Interest expense for these capital leases for three months ended June 30, 2003 would have been ¥27 million
($225 thousand).

Future lease payments for capital leases at June 30, 2003 was as follows:

Thousands of

Future lease payments Millions of yen U.S. dollars
Due within one year ¥2,286 $19,082
Due after one year 2,204 18,397
Total ¥4,490 $37,479

Future lease payments for non-cancel able operating leases as a lessee at June 30, 2003 were as follows:

Thousands of

Future lease payments Millions of yen U.S. dollars
Due within one year ¥3,071 $25,634
Due after one year 10,517 87,788
Total ¥13,588 $113,422

In addition, future lease receipts for non-cancelable operating leases as a lessor at June 30, 2003 were as
follows:
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Thousands of

Future lease receipts Millions of yen U.S. dollars
Due within one year ¥337 $2,813
Due after one year 2,504 20,902
Totd ¥2,841 $23,715

11. Commitments and contingent liabilities:

Contingent liabilities for guarantee of employees’ housing loans from banks at June 30, 2003 were ¥4,390
million ($36,644 thousand). Furthermore, the amount of discounted notes, which consisted of discounted
letters of credit, at June 30, 2003 were ¥135 million ($1,127 thousand).

12. Subseguent events:

(1) Exercise of over-alotment-

In addition to the 40,000,000 shares of common stock issued on June 24, 2003, Nikko Citigroup Limited
offered to the public in Japan 4,500,000 existing shares in order to provide for an over-alotment and to
create a short position in the shares of common stock. In connection with the offering of the over-alotted
shares, a resolution at the board of directors’ meeting held on June 16, 2003 was made for Epson to grant
Nikko Citigroup Limited an option to purchase 4,500,000 new shares of common stock solely to cover the
short position in the shares of common stock created by the offering of the over-alotted shares. Nikko
Citigroup Limited exercised this option on July 18, 2003 and payment to Epson was completed on July 23,
2003. As aresult, 4,500,000 shares of common stock were issued on July 24, 2003. Due to this issuance,
common stock and additional paid-in capital increased ¥4,113 million ($34,332 thousand) and ¥7,002
million ($58,447 thousand), respectively, resulting in 196,364,592 shares of outstanding common stock.

Epson intends to use the proceeds for financing capital expenditures and for research and devel opment.

(2 Pension plan amendment-

On July 15, 2003, the Company and one consolidated subsidiary decided to change approximately half of
its tax-qualified pension plans from defined benefit plans to new non-tax-qualified defined contribution
plans and the remaining half from tax-qualified defined benefit plans to new non-tax-qualified defined
benefit plans both beginning April 1, 2004. The Company is in the process of estimating the effect on
income for this plan amendment for the year ending March 31, 2004 in accordance with “Accounting for
Transfers between Retirement Benefit Plans” (“Financia Accounting Standards |mplementation Guidance
No.1” issued by Accounting Standards Board of Japan). In order to effect the change, the Company and
one consolidated subsidiary must make a contribution to the pension fund for the unfunded portion of the
tax-qualified defined benefit plans at the date of transfer, March 31, 2004. The additiona contribution

amount has not yet been determined.
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13. Segment information:

(1) Business segment information

Information-related equipment:
Net sales
Customers
I nter-segment
Total
Operating expenses
Operating income (l0ss)

Electronic devices:
Net sales
Customers
I nter-segment
Total
Operating expenses
Operating income (l0ss)
Precision products:
Net sales
Customers
I nter-segment
Total
Operating expenses
Operating income (l0ss)
Other:
Net sales
Customers
I nter-segment
Total
Operating expenses
Operating income (l0ss)
Eliminations and corporate:
Net Sales
Operating expenses
Operating income (10ss)
Consolidated:
Net Sales
Operating expenses
Operating income (10ss)

Thousands of
Millions of yen U.S. dollars
Three months ended Y ear ended Three months
June 30, March 31, ended June 30,
2003 2002 Change 2003 2003
¥204,665 ¥203,829 ¥836 0.4% ¥911,459 $1,708,389
474 795 (321)  (40.4%) 4,398 3,957
205,139 204,624 515 0.3% 915,857 1,712,346
189,560 186,042 3,518 1.9% 835,431 1,582,304
¥15,579 ¥18,582 ¥(3,003) (16.2%) ¥80,426 $130,042
¥01,894 ¥67,781 ¥24,113 35.6% ¥328,460 $767,061
5,739 5,511 228 4.1% 25,828 47,905
97,633 73,292 24,341 33.2% 354,288 814,966
96,840 87,569 9,271 10.6% 382,288 808,347
¥793 ¥(14,277) ¥15,070 - ¥(28,000) $6,619
¥17,353 ¥19,468 ¥(2,115) (10.9%) ¥77,155 $144,850
671 507 164 32.3% 2,590 5,601
18,024 19,975 (1,951) (9.8%) 79,745 150,451
17,828 20,075 (2,247) (11.2%) 79,100 148,815
¥196 ¥(100) ¥296 - ¥645 $1,636
¥1,281 ¥1,319 ¥(38) (2.9%) ¥5,379 $10,693
5,330 4,614 716 15.5% 20,931 44,490
6,611 5,933 678 11.4% 26,310 55,183
8,972 5,948 3,024 50.8% 30,042 74,891
¥(2,361) ¥(15) ¥(2,346) - ¥(3,732) $(19,708)
¥(12,214) ¥(11,427) ¥(787) - ¥(53,747) $(101,953)
(12,224) (11,574) (650) - (53,768) (102,037)
¥10 ¥147 ¥(137) (93.2%) ¥21 $84
¥315,193 ¥292,397 ¥22,796 7.8% ¥1,322,453 $2,630,993
300,976 288,060 12,916 4.5% 1,273,093 2,512,320
¥14,217 ¥4,337 ¥9,880 227.8% ¥49,360 $118,673

Epson is engaged principaly in the following three business segments categorized based on the nature of products, markets

and marketing methods.

Information-related equipment segment, including color inkjet printers, laser printers, dot matrix printers, multi-function
printers, large format printers, and related supplies, color image scanners, LCD projectors, LCD monitors, label writers, mini-
printers, printers of use in POS systems and personal computers.

Electronic devices segment, including semiconductor products, small and medium-sized LCD modules, TFT LCD modules
for LCD projectors, crystal units and crystal oscillators.

Precision products segment, including watches, watch movements, plastic corrective lenses, precision industrial robots and

IC handlers.

Operations not categorized in any of the above segments, such as services offered within Epson and new business still in the
start-up phase, are categorized within “Other”.
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(2 Geographic segment information-

Thousands of
Millions of yen U.S. dollars
Three months ended Year ended  Three months
June 30, March 31, ended June 30,
2003 2002 Change 2003 2003
Japan:
Net sales
Customers ¥156,134 ¥142,996 ¥13,138 9.2% ¥637,544  $1,303,289
I nter-segment 118,171 112,550 5,621 5.0% 478,441 986,402
Total 274,305 255,546 18,759 7.3% 1,115,985 2,289,691
Operating expenses 263,356 254,548 8,808 35% 1,097,056 2,198,297
Operating income (l0ss) ¥10,949 ¥998 ¥9,951 997.1% ¥18,929 $91,394
TheAmericas:
Net sales
Customers ¥51,259 ¥55,445 ¥(4,186) (7.5%) ¥230,263 $427,871
I nter-segment 9,977 7,792 2,185 28.0% 39,315 83,281
Total 61,236 63,237 (2,001) (3.2%) 269,578 511,152
Operating expenses 60,284 61,872 (1,588) (2.6%) 262,468 503,205
Operating income (10ss) ¥952 ¥1,365 ¥(413) (30.3%) ¥7,110 $7,947
Europe:
Net sales
Customers ¥61,145 ¥50,863 ¥10,282 20.2% ¥258,278 $510,392
I nter-segment 828 1,522 (694) (45.6%) 5,573 6,912
Total 61,973 52,385 9,588 18.3% 263,851 517,304
Operating expenses 61,841 52,303 9,538 18.2% 260,665 516,202
Operating income (10ss) ¥132 ¥82 ¥50 61.0% ¥3,186 $1,102
Asia/ Oceania:
Net sales
Customers ¥46,655 ¥43,093 ¥3,562 8.3% ¥196,368 $389,441
I nter-segment 110,647 98,590 12,057 12.2% 439,632 923,597
Total 157,302 141,683 15,619 11.0% 636,000 1,313,038
Operating expenses 153,476 137,854 15,622 11.3% 620,376 1,281,102
Operating income (l0ss) ¥3,826 ¥3,829 ¥3) (0.1%) ¥15,624 $31,936
Eliminations and corporate:
Net Sales ¥(239,623) ¥(220,454) ¥(19,169) - (¥962,961) $(2,000,192)
Operating expenses (237,981) (218,517) (19,464) - (967,472)  (1,986,486)
Operating income (l0ss) ¥(1,642) ¥(1,937) ¥295 - ¥4511 $(13,706)
Consolidated:
Net Sales ¥315,193 ¥292 397 ¥22,796 7.8%  ¥1,322453  $2,630,993
Operating expenses 300,976 288,060 12,916 4.5% 1,273,093 2,512,320
Operating income (l0ss) ¥14,217 ¥4 337 ¥9,880 227.8% ¥49,360 $118,673

Net sales are attributed to geographic segments based on the country location of the Company or the subsidiary that

transacted the sale with the externa customer.

“ The Americas’ mainly includes the United States, Canada, Brazil, Chile, Argentina, Costa Rica, Colombia, Venezuela and

Mexico.

“ Europe” mainly includes the United Kingdom, the Netherlands, Germany, France, Italy, Spain and Portugal .

“ AsialOceanid’ mainly includes China (including Hong Kong), Singapore, Malaysia, Taiwan, Thailand, the Philippines,

Australia, New Zealand, Indonesia and Korea.
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(3) Sdesto overseas customers-

Thousands of
Millions of yen U.S. dollars
Three months ended Yearended Three months
June 30, Change March 31, ended June 30,
2003 2002 2003 2003
Overseas sales:
The Americas ¥55,303 ¥58,848  ¥(3545) (6.0%)  ¥239,936 $461,628
Europe 80,228 61,459 18,769 30.5% 318,575 669,683
Asia/Oceania 69,703 56,896 12,807 22.5% 274,307 581,828
Totd 205,234 177,203 28,031 158% 832,818 1,713,139
Consolidated sales ¥315,193 ¥292397 ¥22796 7.8% ¥1,322453 $2,630,993
Percentage:
The Americas 17.5% 20.1% 18.1%
Europe 255 21.0 24.1
Asia/Oceania 22.1 19.5 20.8

Total 65.1% 60.6% 63.0%
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