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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>

Yearended | Yearended
Year ended March 31, March3l, | March3l,
2004 2003 Change 2002 2004
Statements of Income Data:
Net sales ¥1,413,243 ¥1,322,453 6.9% | ¥1,274,109 | $13,371,587
Operating income 77,401 49,360 | 56.8% 26,196 732,340
Income (loss) before income taxes 65,058 31629 | 1057%|  (18382) 615,555
and minority interest
Net income (loss) 38,031 12,510 | 204.0% (18,432) 359,835
Statements of Cash Flows Data:
Cash flows from operating activities 182,669 159,504 | 14.5% 151,284 1,728,347
Cash flows from investing activities (65,329) (2107,943) | (39.5% (278,358) (618,119)
Cash flows from financing activities (40,918) 9111 ((549.1% 101,701 (387,151)
Cash and cash equivalents at end of 265,183 192288 | 37.9%| 131,309 | 2,500,064
the year
Per Share Data:
Net Income (loss) per share -Basic ¥204.70 ¥81.08| 152.5% | ¥(121.37) $1.94
-Diluted ¥204.53 - - % - $1.94
Notes

I. 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.

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

[11. As aresult of a change in 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 year ending March 31, 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.

IV. U.S. dollar amounts are included solely for the convenience of readers. 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. The rate of ¥105.69 = U.S.$1 at March 31,
2004 has been used for the purpose of presentation.
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<Balance Sheets data>

March 31, March 31, March 31,
2004 2003 2004
Tota assets ¥1,206,491 ¥1,196,080 $11,415,375
Shareholders equity 414,367 ¥281,316 3,920,589
Debt / Equity ratio (%) 34.3% 23.5% 34.3%
Shareholders’ equity per share ¥2110.20 1,851.13 $19,965.94

Overview of the Business Group

Epson Group’'s (‘Epson”) main business segment includes the development, manufacturing and
marketing of information-related equipment, electronic devices, precision products, and other products.
As for development activities, research and development and product development are mainly
conducted by Seiko Epson Corporation (“the Company”). Roduction activity and sales activity are
conducted by the company and its subsidiaries and affiliates, domestic and abroad, under the
management of the division system.

The following is a brief description of each business segment and the main subsidiaries and affiliates
of each business segment.

Information-related equipment business segment:

This segment includes imaging and information products business, visual instruments business, system
device business, and personal computers business. This segment develops, manufactures and sells
mainly printers, LCD projectors, mini-printers and persona computers.

Main subsidiaries and affiliates

Operations Main products
Manufacturing company Sales company
Tohoku Epson Corporation Epson Sales Japan Corporation

Inkiet printers. laser printers. Orient Watch Co., Ltd. Epson OA Supply Corporation
d JEL printers, P " | Epson Portland Inc. Epson America, Inc.

Imaging and ot matrix pri ”t‘?fS' . Epson El Paso, Inc. Epson (U.K.) Ltd.

information large format inkjet printers, | engon Telford Ltd. Epson Deutschland GmbH

products and related supplies Epson Predision (Hong Kong) Ltd. Epson France SA.

Color image scanners and
others

Snggpore Epson Indudrid Pre Ltd,
P.T. Indonesia Epson Industry

Epson Predision (Philippines), Inc.

Epson Italias.p.a

Epson |berica, SA.

Epson Korea Co., Ltd.
Epson(Shanghai)Information

Visua instruments

LCD projectors
LCD monitors,

Equipment Co., Ltd.
Epson Hong Kong Ltd.

Epson Precison (Hong K Ltd. .
|abel writers and others edision (Hong Korg) Epeon' v Technology
- Mini-printers Epson Si ngaporé Pte. Ltd.
System devices POS system-related products | Epson Predision (Hong Kong) Ltd. Epson Australia Pty. Ltd.

and others

Personal computers

PC

Epson Sales Japan Corporation
Epson Direct Corporation
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Electronic devices business segment:

This segment includes display business, semiconductor business, and quartz device business. This
segment develops, manufactures and sells mainly small and medium-sized LCD displays, CMOS LS,
and crystal oscillators.

Main subsidiaries and affiliates

Operations Main products
Manufacturing company Sales company
Small and medium-sized Epson ElectronicsAmerica, Inc.
LCD modules Epson Europe Electronics GmbH
. . . Suzhou Epson Co., Ltd. ope
Display High-temp. Poly-Si TFT o ' E Hona Kong Ltd
Epson Precision (Hong Kong) Ltd. pson Fong Kong Lta.
LCD modules for LCD Po (Hong Kong) Epson Taiwan Technology
projectors and others & Trading Ltd.
Epson Singapore Pte. Ltd.
. Tohoku Epson Corporation
Semiconductor CMOS LS and others Singapore Epson Industrial Pte. Ltd.
Y asu Semiconductor Corporation
‘ Orient Watch Co., Ltd.
Quartz device Crystal units, Suzhou Epson Co., Ltd.

crystal oscillators and others

Epson Precison (Mdaysia) Sdn. Bhd.
Epson Precision (Philippines), Inc.

Precision products business segment:

This segment includes watch business, optica products business, and factory automation systems
business. This segment develops, manufactures and sells mainly watches, watch movements, plastic
corrective lenses, precision industria robots and others.

Main subsidiaries and affiliates

Operations Main products
Manufacturing company Sales company
Watch Watches Epson Precision (Hong Kong) Ltd. Time Tech (Hong Kong) Ltd.
c Watch movements and others | Singgpore Epson Industrid Pe Ltd. TimeMadue(HagKag) Ld
. Plastic corrective lenses Seiko Lens Service Centerl )
Optical products Optical devices and others Corporation

Factory automation
systems

Precision industrial robots
IC handlers and others

Epson America, Inc.
Epson Deutschland GmbH

Other business segment:

This segment comprises the businesses of subsidiaries that offers services within Epson and new
business till in the start-up phase that are aimed to make the best use of management resources.
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The following operations system diagram describes the overview of the business group outlined above.

Customers
‘I Epson Direct Corp |— —I X | X L

e/ TheABices/ AseOoera [Eurqpesissamperied [Ovesssslescaparied
SHesaTTpie] Epson (U.K.) Ltd. Epson Electronics Epson America, Inc.
ErsnSies FenCap EEnDasHatGrH America, Inc. EsnDasHadGriH
Epson OA SupplyCorp Epson France SA. Epson Europe Time Tech (Hong Kong) Ltd.
Epson America, Inc. Epson Itdiasp.a Electronics GmbH TimeModue(HogKag) Lid
Epson Korea Co., Ltd. Epson Iberica, SA. Epson Hong Kong Ltd.
Epn(@ege) Irfomeion Epen Tawen Tetrday

Eqpret Qo Ll ﬁ | & Tradngled
Epson Hong Kong Ltd. Epson SngeporePe Lid
Ben Tawen Tethrday | Europen regiondl

& TrdrgLd -
Eppson SinggporePe Ltdl Epson Europe B.V.
EpsonAudrdiaPy. Ltd. ﬁ

[Brenmenfaduirgaompeny]
Tohoku Epson Corporation

il

Fpemenfeiingaoyn)
Orient Watch Co., Ltd.
Y | Y y
|OvesEsmanfaduingaonperied |OvesEsmanfaduingaoneried [Ovesssmafaduirgampenied |Saviesaomyparied
Epson Portland Inc. Suzhou Epson Co., Ltd. BpsnRessn(HagKag Ld Epson Logistics
Epson El Paso,Inc. EpsonPredson(HongKong  Lid Singapore Epson Corporation
Epson Telford Ltd. SngeporeEpsonInolstrial P Ltol Indudriel Pte. Ltdl Epson Insurance &
Epson Predision (Hong Kong) Ltd. BpsnPredson(Mdaysa) Sh.Bhd ) Leasg, Inc
SrogporeEEnInd sid FeLid Epson Predision (Philippines), Inc. [Fpennen faLingaan ey Epson Facility
P.T. Indonesia Epson Industry [Fpnmenfaduinganteany Seiko lens service center Engineering
Eppson Predson (Philippines), Inc. YauSamardo Copoeion Corporation
Epson Travel
Service, Inc.

Information-related
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Note: Yasu Semiconductor Corporation and Time Module (Hong Kong) Ltd. are equity method
affiliates. All others are consolidated subsidiaries.
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M anagement Policy

As a publicly owned company, Seiko Epson strives to fulfill its responsibilities as a good corporate
citizen on a variety of fronts. These include giving detailed attention to corporate ethics and risk
management, improving customer satisfaction and product quality, and environmental management.
With creativity and chalenge” asthe focal point for the Group's collective capabilities, Seiko Epson is
aiming to further enhance its enterprise value.

This commitment is summarized in the following management philosophy:

“Epson is a progressive company,
trusted throughout the world
because of our commitment to customer satisfaction,
environmental conservation, individuaity, and teamwork.
We are confident of our collective skills
and meet challenges with innovative and cresative solutions.”

This management philosophy is the foundation from which Seiko Epson conducts its business
operations.

M edium- to L ong-term M anagement Str ateqy

As the globa economy stabilizes, the Japanese economy’s modest recovery is expected to continue,
despite lingering uncertainty surrounding consumer spending and currency rates.

In the IT industry, fields related to screens and imaging—areas of expertise for Epson—are predicted
to undergo further growth in the years ahead, againgt the backdrop of the ongoing spread of
digitization and broadband in the ubiquitous networked society. Meanwhile, Epson’s operating
environment is expected to remain exceptionaly difficult, as market changes accelerate and price
competition intensifies.

In this climate, Epson drafted a medium+to-long-term fundamental concept, SEQ7, as a guiding policy
for achieving steady growth and to take optima advantage of its business base forged as a leading
name in providing imaging solutions via color printers, LCD projectors and small and medium-sized
LCD displays. “Digital Image Innovation” is the key dogan for SEQ7, which aims to concentrate
management resources in the so-called 3i imaging fields of imaging on paper (i1), imaging on screen
(i2), and imaging on glass (i3). Printers, LCD projectors and displays are currently the three products
symbolizing these high-growth business domains, respectively, which Epson is seeking to further
expand by linking its finished product and electronic devices businesses to each domain. At the same
time, Epson will emphasize close teamwork and fuse the “3i” fields to create new markets and
businesses.

In March 2004, Epson drafted the aptly named Action07, set to run from fiscal 2004 to fiscal 2006, as
a medium-term action plan for attaining the objectives of SEO07 by 2007. Epson’s targets for fiscal
2006 include consolidated net sales of ¥1,770 billion, and an increase in the ratio of recurring profit to
net sales of more than 9% on a consolidated basis. At the same time, Epson will work to redize a
resilient financial structure as quickly as possible by generating stable cash flows.

To achieve the objectives of Action07, Epson will pool the collective strengths of the Group to pursue
structural reforms under the banner, “One Epson.” Epson will pursue far-reaching reforms, particularly
in the embattled Information-Related Equipment segment, which continues to face a severe operating
environment amid declining prices and changes to its business model. Epson’'s goal is to build a stable
earnings structure by pairing this business with its Electronic Devices segment.




SEIKO EPSON CORPORATION

To redlize this aim, the Seiko Epson Group will adopt the following three policies:

1. Reform the earnings structure from the ground up
2. Ensure development of products and technol ogies required to accomplish the objectives of SE07
3. Accelerate reform of the mindset at Epson and encourage employees to tackle lofty objectives

For policy 1, Epson is leveraging actions for reducing the total cost ratio to conduct an extensive
review of its business structure. These actions include a targeted reduction of 10 points in the total cost
ratio over the next three years. The aim is to use cost reduction activities to date, which encompass
progress made on reforming procurement and distribution, as well as innovations in manufacturing
and product quality, to create an earnings structure that will allow Epson to generate stable profits
irrespective of market conditions. Efforts to cut costs are focusing on sales companies as well as
manufacturing, with one goa being to reform the earnings structure by integrating design, technology,
production and sales. The effects ssemming from these reductions will not only improve profit margins,
but go far in covering the cost of future business strategies.

For policy 2, Epson will take definitive steps to convert R& D themes for achieving growth in the “3i”
business domains where its imaging strengths rest—the printer business (i1), which is generating
printing demand to spur growth; the LCD projector business (i2), using unique Epson technology as a
driving force for its market development; and the LCD display business (i3), where Epson seeks to
become the leading supplier of small and medium-sized LCD displays—as well as R&D themes
targeting the core devices underpinning these domains, into new products and businesses. Epson’s goa
here is to realize “Digital Image Innovation,” the predominant theme of the SEO7 medium-term plan.
Epson is aso steadily laying the groundwork for the new research seeds and business domains that
will form the foundations for growth over the coming decade.

For policy 3, Epson is infusing its corporate culture with the benefits of reforms enacted over the past
two years. While taking this process even further, Epson is working to raise awareness among
employees. The aim is to encourage employees to “think outside the box” as they face new challenges
with lofty objectives and speed in mind.

Basic Policy regarding the Allocation of Profits

Seiko Epson gtrives for the ongoing enhancement of management efficiency and profitability. These
efforts are resulting in the improved cash flows required to fulfill Epson’s basic policy of consistently
providing a stable payment of dividends. Epson is thus committed to returning profits to shareholders,
following a comprehensive analysis of the Company’s funding needs in light of future business
strategies, aswell asits performance and financial outlook.

Epson intends to allocate an internal reserve to capital investment to strengthen its corporate structure,
and to invest in research and development for new technologies to strengthen its future management
structure.

Status of Corporate Gover nance

At Seiko Epson, we are reinforcing oversight functions and ensuring full compliance with corporate
ethica standards as we pursue ongoing growth in our enterprise value. These efforts underscore
Epson’s commitment to conducting sound, highly transparent management in the eyes of al
stakeholders, including clients, shareholders, and employees. Supporting and sustaining responsible
management of thiskind lies at the heart of Epson’s fundamental stance on corporate governance

Governance at Epson is currently underpinned by the statutory auditor system. At the core of this
system is afour-member Board of Statutory Auditors, including two externa statutory auditors. All
four auditors, including the external appointments, are typicaly in attendance for each of the board's
monthly meetings. These auditors are also present at meetings of the Board of Directors, the
Management Ddliberative Committee, and other sessions vital to business execution. Satutory
auditors are thus in a position to conduct their audits based on the same level of information as
members of the Board of Directors. In adrive to further heighten the independence of our auditors and
increase transparency, we intend to propose the appointment of athird externa statutory auditor at the
General Shareholders’ Meeting scheduled for June this year. One outgoing standing statutory auditor
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and two outgoing external statutory auditors will also be replaced. If approved, these appointments
will increase the Board of Statutory Auditors to five members.

In contrast to the organizational separation of business execution and oversight common to the
“Company with Committees’ governance framework, Epson vests monitoring functions in the Board
of Directors, which is underpinned by the aforementioned Board of Statutory Auditors. Epson’s stance
is that this system, whereby directors are responsible for business execution, is optimal for monitoring
functions in light of the current configuration of Epson's business operations. The same reasoning
prompted the decision to forego the appointment of external directors to the board.

With this stance in mind, Epson is appointing suitably qualified directors with laudable credentias in
both business execution and management oversight, and broadening the jurisdictional scope of the
Board of Directors, as it maintains a unified governance structure backed by the Board of Corporate
Statutory Auditors. As these actions strengthen Epson’s hand on the operational front, the search for an
optimized governance structure will remain an ongoing issue.

Epson is aso moving to increase transparency in the nomination of directors and their compensation.
Two committees specifically responsible for exploring these issues have been in place since the fisca
year ended March 2004. The Nominating Committee handles al aspects of nomination: from the
setting of nomination criteria, to the actual selection of €eligible candidates. The Compensation
Committee, meanwhile, is charged with everything from defining the parameters of the compensation
system, to drafting the policies governing directors pay packages. These committees conduct
extensive deliberations in each respective area, ultimately presenting their recommendations to the
Board of Directors.

Epson has a framework in place with preventative mechanisms vital to conducting legaly compliant
management on a day-to-day basis. This framework includes an internal system of checks and
balances designed to prevent any potentid legal or interna regulatory violations at Epson’s
operationa divisions during the course of business execution. Epson’s Auditing Office, under the
direct control of the president, regularly audits the operations of business divisions and Epson
subsidiaries, reporting its findings directly to the president. Epson has aso set up a Compliance
Management Committee. Among other tasks, this committee operates Epson’s Compliance Hotline,
for reporting legal compliance issues.

Oper ating Performance Highlights

The global economy got off to a shaky start in the first haf year because of many destabilizing factors,
particularly the SARS (severe acute respiratory syndrome) epidemic, and concerns over international
affairs. However, due to the recovery of the U.S. economy and the economic expansion of China, the
global economy showed signs of recovery. Also signs of economic restoration in Europe and Asia
were observed

In Japan, due to lackluster persona and capital expenditures and moderate exports, business
conditions for the first half of the year progressed flatly. The latter half or the year showed signs of a
turnaround, mainly in the fields of increasing capital expenditure and export.

In the main markets of the Epson Group (“Epson”), the shift to multi-function printers (printers that
can print, scan, and copy) in the ink-jet printer market continued in the information-related business,
extending to Japan where single function printers had been dominant. In the first haf of the year, the
appearance of multi-function printers for $99 had a considerable impact, further eroding the price of
the products. In the latter half d the year, the market conditions of the U.S. and Europe showed
recovery, thus leading to stabilizing the product price. The digital camera market continued to
expand resulting in intense competition among printer manufacturers as they focused their energies
into improving the quality of printed pictures by inkjet printers. Laser printers experienced
increasingly lower prices and further demand for color laser printers. The market continued to
expand for LCD (liquid-crystal display) projectors due to the continuous growth in office use markets
and increased in quantity however, suffered lower price.  The home entertainment market for
projection TV in the U.S. is increasing drastically due to demand for high resolution, sim profile,
large scale TV caused by shift to high-vision and digital audio-visual contents. Demand was up in
the dectronics devices business, which includes color LCD’s, color LCD drivers for mobile phones

7




SEIKO EPSON CORPORATION

and image processing IC's, due to continued transition to color mobile phones displays in Europe and
the United States and demand seen in replacement purchases to 3G mobile phones and mobile phones
equipped with high resolution cameras in Japan. The precision product business faced tough markets
with stagnant domestic persona spending, however, toward the fiscal year end, showed improvements.

Under these market conditions, Epson introduced new products fitted with Epson’s unique “ Tsuyo-ink”
or strong ink, which is an ink that combines the characteristics of high-quality resolution and
durability in the domestic market and the “DURABYite” in the overseas market, both differentiating its
predicts from our competitors. Epson launched its new multi-function printersin Japan through sales
of its PM-A850, an All-In-One multi-function printer that can handle high-resolution pictures.
Epson adso launched its compact lightweight low priced A3 color laser printer LP-9000C and LP-
7000C, drategically enhance demand to replace monochrome printers used in offices. In the visua
instruments business, Epson made entry to the LCD projection TV business, where market growth is
expected. For its electronic devices business, Epson focused its managerial resources into color
LCDs and color LCD drivers where Epson has technologica advantage. Furthermore, Epson
focused its corporate reforms by promoting cost and procurement reduction, closing its monochrome
STN LCD manufacturing plant. Epson reached an agreement with Sanyo Electric Co., Ltd to merge
LCD businesses.

The average exchange rate for this year were ¥113.07 for the yen against the US dollar and ¥132.61
for the yen against the Euro. Compared with the same period last year, these rates represent a 7%
strengthening of the yen against the dollar but a 10% weakening of the yen against the Euro.

As aresult of the above circumstances, Epson’s net sales for this year increased by 6.9% compared to
last year to ¥1,413,243 million ($13,371,587 thousand). Operating income rose by 56.8% compared
to last year to ¥77,401 million ($732,340 thousand), and income before income taxes and minority
interest also increased to 105.7% to ¥65,058 million ($615,555 thousand). Net income shot up by
204.0% to ¥38,031 million ($359,835 thousand).

Oper ating Performance Highlights by B usiness Segments

Information-related equipment:

Epson worked hard to differentiate its products by promoting ink with photo durability and
introducing separate color ink components which are economical. Epson aso strengthened its
strategy to boost sales of color laser printers by promoting replacement from monochrome laser
printers and aso strengthened lineup of home use visual instruments such as the projection TV

In the imaging and information products business, improved sales of laser printers (including their
related supplies, and the same applies to various printers mentioned below) was achieved through
growth in saes of related supplies caused by climbing sales of color printers and an increase in the
number of printers being in use (including monochrome printers). Inkjet printers were affected by
reduction in sales of single-function printers and a drop in prices, but increased sales of multi-function
printers and ink cartridges led to dightly higher income. Sales of scanners fell as a result of the
continuing shift in sales toward multi-function printers with scanner functions. Overadl, sales
increased dightly for the imaging and information product business.

The visual instruments business did not fare as well, with monitor modules experiencing a
considerable drop in sales for completed monitors. By the new entry of projector lineups in the home
entertainment field, LCD projectors expanded appreciably in volume, however sales amount decreased,
due to further price reductions. As a result of price pressure, saes decreased in the visud
instruments business.

In the system devices business and personal computer business, system devices business enjoyed
demand for electronic check processor printers in the North American market and was able to
successfully maintain the direct marketing approach to customers implemented in Europe and America.
As a result, sdes of termina modules increased. Consequently, the system devices and personal
computer businesses were able to post an overall increased sales.

Operating income in the information-related business decreased as a result of, among other things,
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reduced market prices mainly for ink jet printers and also by increased selling expenses.

Net sales for the information-related equipment business segment for the this year increased by 0.5%
compared to last year to ¥920,380 million ($8,708,298 thousand), and operating income decreasing by
42.9% compared to last year to ¥45,902 million ($434,308 thousand).

Electronic devices:

In the electronics device segment, Epson made considerable efforts such as actively introducing
products to match with high performance color LCD mobile phones. Furthermore, reductions in
procurement costs and cutsin fixed expenses were carried out.

In the display business, Epson achieved significant increased sales of color STN LCDs and MD-TFD
L CDs due to favorable market conditions such as overseas transition to color LCDs for mobile phones
and the introduction of rew mobile phone models in Japan. In order to meet the high demands of
color LCDs, reduction of manufacturing monochrome STN LCDs and shift to manufacturing color
LCDs were made, resulting in significant increase of sales for cdor STN LCDs and MD-TFD LCDs.
Consequently, the display division posted considerable sales increase overal.

The semiconductor business performed well, ending this year with substantial sales growth. This
growth was led by increase in sales of color LCD drivers, which have high average prices resulting
from overseas demand for color display mobile phones. Sales of image processing semiconductors
that are used increasingly in products such as high performance mobile phones equipped with built-in
cameras also increased.

Epson aso improved sales in the quartz devices business through increase sales of crystal oscillators
and real-time clock modules for mobile phones and digita still cameras.

Operating income for the electronic devices segment thus shows significant profit recovery through
increased sales for all businesses and through decreases in fixed expenses (such as depreciation) and
reduction activities for cost of sales.

Net sales for the eectronic devices business segment for this year increasing by 24.5% compared to

last year to ¥441,153 million ($4,174,028 thousand), and operating income was ¥40,621 million
($384,341 thousand) (operating loss was¥28,000 million last year).

Precision products:

Despite the harsh market conditions. Epson’s precision products business succeeded in developing
products to match customer needs and implementing cost reduction plans. Furthermore, the watch
business consolidated its domestic manufacturing plant in order to achieve cost savings.

In the watch business, high-priced products showed steady sales in the domestic market and average
unit price increased, however, volume of medium-priced products, which are Epson’s core products
decreased. Steady increase in saes of optica devices for LCD projectors increased sales for the
optical business and due to the recovery of the semiconductor market, the factory automation business
enjoyed higher sales of IC handlers. As aresult, sales in the precision instruments business increased
overal.

Operating income increased for the precision products segment as a result managing to cut costs in the
watch business, and due to order increases for the factory automation business.

This resulted in net sales for the precision products business segment for this year increasing by 1.7%
compared to last year to ¥81,102 million ($767,358 thousand), and operating income increasing by
336.1% compared to last year to ¥2,810 million ($26,588 thousand).
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Oper ating Perfor mance Highlights by Geogr aphic Segments

Japan:

Sales increased for MD-TFD LCDs and color STN LCDs. As a result, in spite of sales decrease for ink-
jet printers, net sales increased 5.5% compared to last year to ¥1,177,642 million ($11,142,417 thousand),
and operating income increased by 93.4% compared to last year to ¥36,599 million ($346,287 thousand).

The Americas:

Scanners and inkjet printers experienced reduced sales, but sales for Logic IC increased. As a resullt,
net sales decreased 1.0% compared to last year to ¥267,003 million ($2,526,284 thousand), and
operating income increased by 55.6% compared to last year to ¥11,066 million ($104,702 thousand).

Europe:

Sdes rose for inkjet printers, laser printers and color STN LCDs. As a result, net sales increased
13.8% compared to last year to ¥300,269 million ($2,841,035 thousand), and operating income increased
by 199.8% compared to last year to ¥9,550 million ($90,358 thousand).

Asa/ Oceania

Sales were up for MD-TFD LCDs and LCD projectors, however, scanners decreased. As a result, net
sales increased 7.4% compared to last year to ¥683,113 million ($6,463,365 thousand), and operating
income increased by 19.0% compared to last year to ¥18,596 million ($175,949 thousand).

Cash Flow Performance

Net income for the fisca year ended March 31, 2004 was ¥38,031 million ($359,835 thousand).
Depreciation and amortization, principally in the electronic devices business segment, was ¥110,081
million ($1,050,412 thousand). As for changes to assets and liabilities, Accrued pension and
severance costs, including prepaid pension and severance cost, decreased by ¥13,338 million
($126,199 thousand) reflecting partial transfer of the tax-qudified defined benefit plan of the
Company to the defined contribution plan, accounts receivable decreased by ¥6,224 million ($58,889
thousand), accounts payable increased by ¥13,247 million ($125,338 thousand) and inventories
decreased by ¥4,042million ($38,244 thousand). As a result, cash inflows from operating activities
came to ¥182,669 million ($1,728,347 thousand).

Cash outflows from investing activities were ¥65,329 million ($618,119 thousand) due to capital
expenditures, principaly in the imaging and information products business, and amounts that came
due during this period for tangible and intangible fixed assets acquired at the end of last period which
amounted to ¥73,333 million ($693,850 thousand).

Cash flows from financing activities were negative at ¥40,918 million ($387,151 thousand), primary
resulting from proceeds of ¥109,915 million ($1,039,975 thousand) from the issuance of new stocks,
which was due to Epson’s listing on the stock exchange including the exercise of over alotment and
net payments of ¥147,850 million ($1,398,902 thousand) from short- and long-term loans in
accordance with new loans and |oan repayments.

As a result, cash and cash equivalents as of March 31, 2004 was ¥265,183 million ($2,509,064
thousand).

Highlights of the Fourth Quarter

Net sales for the fourth quarter rose by 4.9% on the same period last year to ¥357,319 million
($3,380,821 thousand), supported by the increases in sales in the electronic device business, primary
resulted from successful sales in LCDs and related products for mobile phones and in the precision
product business with the sales of IC handlers. Operating income aso increased by 202.1% to
¥12,388 million ($117,211 thousand) as a result of improved profitability through the depreciation and
amortization decrease contributed by careful review of the capital expenditure in the electronic device
business in addition to sales increase. However, income before income taxes and minority interest
decreased by 61.4% to ¥7,125 million ($67,414 thousand) due to the gain on transfer to government of
subgtitutiona portion of pension liabilities recognized in the same period last year. Net income aso
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decreased by 49.7% to ¥4,300 million ($40,685 thousand).

Forecast for fiscal year ending M arch 31, 2005

The world economy is recovering as evidenced by the strong improvement in US economy supported
by the increasing capital expenditures and profits in corporate section, the Chinese economy getting
better and the gentle development of Euro economy in spite of the negative impact from Middle
Eastern situation such as Iraq.

Under these circumstances, as for the imaging and information products business, intensive
competition in the ink-jet printer market resulting from the rapid shift of market demand from single
function printers to multi-function printers and the competitors targeting at photo-quality printers, are
expected. Despite the competitive market situation, Epson forecasts a saes increase through the
introduction of new line-ups of ink-jet printers and profit improvement in the second half to be
achieved by structura innovations now undergoing, joining to saes increase of LCD projectors and
projection TV.

Asfor the éectronic device business, steady demands are expected to continue in the first haf seizing
the demand shift of mobile phones towards color and high-resolution displays in the oversea market.
However, in the second hdf, price erosion in such products as MD -TFD LCDs and color STN LCDsis
expected under the intensified competition in the market.

In the precision product business, sales of optical devices for projectors and other products is expected
to stay hedthy.

The exchange rate for the year is assumed as U.S.$1 = ¥105 and Eurol = ¥130.

Note: Today Epson has announced that the joint venture agreement of liquid crystal business merger
with SANYO Co.,, Ltd (SANYO) has been made. However, the forecast above does not include its
effect. On the assumption of this merger, projected sales and income would be affected. As for
projected net income, the interest of SANY O in the joint venture, which is 45%, would be deducted.

Outlook for Consolidated Results

Half year
FY 2003 Current Outlook Change
Net Sales ¥657.9 hillion ¥678.0 hillion ¥20.1 hillion
Income before income tax
and minority interest ¥28.8 hillion ¥19.5 hillion -¥9.3 hillion
Net income ¥16.6 hillion ¥11.0 billion -¥5.6 hillion
Full year
FY 2003 Current Outlook Change
Net Sales ¥1,413.2 billion ¥1,479.0 billion ¥65.8 hillion
Income before income tax
and minority interest ¥65.1 billion ¥72.1 hillion ¥7.0 billion
Net income ¥38.0 hillion ¥43.0 hillion ¥5.0 hillion

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

ASSETS

Current assets:
Cash and cash equivalents
Time deposits
Notes and accounts receivable, trade
Inventories
Deferred income taxes
Other current assets
Allowance for doubtful accounts
Tota current assets

Property, plant and equipment:
Buildings and structures
Machinery and equipment
Furniture and fix tures
Land
Congtruction in progress
Other

Accumulated depreciation

Investments and other assets:
I nvestment securities
Investments in affiliates
Long-term loans receivable
Deferred income taxes
Intangible assets
Other assets
Allowance for doubtful accounts

Tota assets

The accompanying notes are an integral part of these financia statements.

Thousands of
Millions of yen U.S. dollars
March 31 March 31,

2004 2003 2004
¥265,183 ¥192,288 $2,509,064
509 498 4816
210,381 218,280 1,990,548
155,856 167,478 1,474,652
37,082 34,508 350,856
43,858 36,502 414,969
(3,700) (4,244) (35,008)
709,169 645,310 6,709,897
376,195 378,268 3,559,419
469,448 472,977 4,441,745
176,867 177,972 1,673,451
52,106 53,794 493,008
11,553 10,983 109,310
835 979 7,900
1,087,004 1,094,973 10,284,833
(693,973 (652,204) (6,566,118)
393,031 442,769 3,718,715
28,207 24,778 266,884
10,878 11,128 102,924
317 2,038 2,999
2,764 9,929 26,152
23,160 26,955 219,132
39,720 34,053 375,816
(755) (880) (7,144)
104,291 108,001 986,763
¥1,206,491 ¥1,196,080 $11,415,375
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Thousands of
Millions of yen U.S. dollars
March 31 March 31,
2004 2003 2004
LIABILITIESAND
SHAREHOLDERS EQUITY
Current liabilities:
Short-term bank loans ¥62,851 ¥142,198 $594,673
Current portion of long-term debt 47,380 70,258 448,292
Notes and accounts payable, trade 132,331 115,966 1,252,067
Accounts payable, other 81,785 77,492 773,820
Income taxes payable 6,731 8,316 63,686
Deferred income taxes 267 895 2,526
Accrued bonuses 17,083 13,590 161,633
Accrued warranty costs 14,283 14,275 135,141
Other current liabilities 54,862 50,097 519,084
Total current liabilities 417 573 493,087 3,950,922
Long-term liabilities:
Long-term debt 346,769 396,934 3,281,001
Accrued pension and severance costs 8,055 9,242 76,214
Accrued directors and statutory auditors’
retirement alowances 1,729 2,403 16,359
Deferred income taxes 7,733 347 73,167
Other long-term liabilities 7,723 10,143 73,072
Totd long-term liabilities 372,009 419,069 3,519,813
Minority interest in subsidiaries 2,542 2,608 24,051
Shareholders' equity:
Common stock, no par vaue
2004 - Authorized 607,458,368 shares,
issued 196,364,592 shares 53,204 - 503,397
2003 - Authorized 607,458,368 shares,
issued 151,864,592 shares - 12,531 -
Additional paid-in capital 79,501 10,259 752,209
Retained earnings 299,575 264,874 2,834,469
Net unrealized gains on other securities 3,087 167 29,208
Trandation adjustments (20,999) (6,515) (198,685)
Treasury stock (1) (0) (9)
Tota shareholders’ equity 414,367 281,316 3,920,589
Commitments and contingent liabilities
Totd liabilities and shareholders’ equity ¥1,206,491 ¥1,196,080 $11,415,375

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of | ncome
Year endedM arch 31:

Net sales
Cost of sales
Gross profit
Sdling, general and administrative expenses:
Salaries and wages
Advertising
Sales promotion
Research and development costs
Shipping costs
Provision for doubtful accounts
Other

Operating income
Other income:

Interest and dividend income

Gain on transfer to government of the
substitutional portion of pension
lighilities

Reversal of specific warranty costs

Other

Other expenses:
Interest expenses
Net loss on foreign exchange
Loss on disposal of property, plant and
equipment
Reorganization costs
Provision for specific warranty costs
Other

Income (loss) before income taxes and
minority interest
Income taxes:
Current
Deferred

Income (loss) before minority interest
Minority interest in subsidiaries
Net income (loss)

Per share:
Net income (l0ss)

Cash dividends

Thousands of

Millions of yen U.S. dollars

Y ear ended

Y ear ended March 31 March 31,
2004 2003 2002 2004

¥1413243 ¥1322453 ¥1,274,109 $13,371,587
1,013,959 959,865 938,001 9,593,708
399,284 362,588 336,108 3,777,879
77,748 72,597 68,380 735,623
30,854 30,138 28,765 291,929
31,740 30,364 34,741 300,313
41,139 42,787 40,998 389,242
20,527 19,756 17,624 194,219
414 665 91 3,917
119,461 116,921 119,313 1,130,296
321,883 313,228 300,912 3,045,539
77,401 49,360 26,196 732,340
1,684 1,289 1311 15,933
- 17,577 - -
- 2,982 - -
6,381 7,950 7,947 60,365
8,065 29,798 9,258 76,308
6,478 6,257 7,097 61,292
500 5,652 5,198 4731
3711 3,233 7,484 35,112
2,044 23,955 4865 19,340
- - 21,797 -
7,675 8,532 7,395 72,618
20,408 47529 53,836 193,093
65,058 31,629 (18,382 615,555
15,210 12,368 6,618 143,911
11,363 6,289 (6,948) 107,513
26,573 18,657 (330) 251,424
38,485 12,972 (18,052) 364,131
454 462 380 4,29%
¥38,031 ¥12,510 (¥18,432) $359,835
Yen U.S. dollars

¥204.70 ¥81.08 (¥121.37) $1.94
¥18.00 ¥18.00 ¥18.00 $0.17

The accompanying notes are an integral part of these financial statements.
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Threemonthsended March 31:

Thousands of
Millions of yen U.S. dallars
Three months
Three months ended ended
March 31 March 31,
2004 2003 2004
Net sales ¥357,319 ¥340,753 $3,380,821
Cost of sales 260,811 252,531 2,467,698
Gross profit 96,508 88,222 913,123
Sdling, general and administrative expenses:
Salaries and wages 19,919 17,820 188,466
Advertising 8,789 10,161 83,158
Sales promotion 8,373 9,641 79,222
Research and development costs 10,630 11,233 100,577
Shipping costs 5,320 4,219 50,336
Provision for doubtful accounts (47) (145) (445)
Other 31,136 31,191 294,598
84,120 84,120 795,912
Operating income 12,388 4,102 117,211
Other income:
Interest and dividend income 476 393 4,504
Other 1,678 22,873 15,876
2,14 23,266 20,380
Other expenses:
Interest expenses 1,505 1,699 14,240
Net loss on foreign exchange 763 1,427 7,219
Loss on disposal of property, plant and
equipment 1,073 1,294 10,152
Reorganization costs - 327 -
Other 4,076 4,161 38,566
7417 8,908 70,177
Income before income taxes and minority
interest 7,125 18,460 67,414
Income taxes 2,778 9,799 26,284
Income before minority interest 4,347 8,661 41,130
Minority interest in subsidiaries 47 120 445
Net income ¥4,300 ¥8541 $40,685

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Changes in Shareholders’ Equity

Year ended March 31:

Balance at March 31, 2001
Net loss
Cash dividends
Bonusesto directors and statutory auditors
Net unrealized loss on other securities
Translation adjustments
Changesin treasury stock

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 loss on other securities
Translation adjustments

Balance at March 31, 2003
Net income
Issuance of common stock under public offering
Cash dividends
Bonusesto directors and statutory auditors
Net unrealized gain on other securities
Translation adjustments
Changesin treasury stock

Balance at March 31, 2004

Balance at March 31, 2003
Net income
Issuance of common stock under public offering
Cash dividends
Bonusesto directors and statutory auditors
Net unrealized gain on other securities
Translation adjustments
Changesin treasury stock

Balance at March 31, 2004

Millions of yen

Additional  Net unrealized
Number of Common paid-in  gainsonother  Translation  Treasury  Retained

shares issued stock capital securities adjustments stock earnings Total
151,864,592 ¥12,531 ¥10,259 ¥1,565 (¥9,877) (¥1) 276,305 290,782
. ) B} - - - (18,432) (18,432)
- - - - - - (2,734) (2,734)
- - - - - - (208) (208)
- - - (279) - - - (279)
- - - - 11,219 - - 11,219
- - - - - 1 - 1
151,864,592 12,531 10,259 1,286 1,342 (0) 254,931 280,349
- - - - - - 12,510 12,510
- - - - - - (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
- - - - - - 38,031 38,031
44,500,000 40,673 69,242 - - - - 109,915
- - - - - - (3,134) (3,134)
- - - - - - (196) (196)
- - - 2,920 - - - 2,920
- - - - (14,484) - - (14,484)
- - - - - @ - @
196,364,592 ¥53,204 ¥79,501 ¥3,087 (¥20,999) (¥1) ¥299,575 ¥414,367

Thousands of U.S. dollars
Additional  Net unrealized
Common paid-in gainsonother  Translation Treasury Retained

stock capital securities adjustments stock earnings Total
$118,564 $97,067 $1,580 ($61,643) ($0) $2,506,141  $2,661,709
- - - - - 359,835 359,835
384,833 655,142 - - - - 1,039,975
- - - - - (29,653) (29,653)
- - - - - (1,854) (1,854)
- - 27,628 - - - 27,628
- - - (137,042) - - (137,042)
- - - - © - ©
$503,397 $752,209 $29,208 ($198,685) ($9) $2,834,469  $3,920,589

The accompanying notes are an integral part of these financial statements.
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Threemonthsended March 31:

Balance at December 31, 2002
Net income for the three months ended Marct
31, 2003
Increase due to affiliates newly accounted for
under the equity method
Net unrealized gain on other securities
Translation adjustments

Balance at March 31, 2003

Balance at December 31, 2003
Net income for the three months ended Marct
31, 2004
Net unrealized gain on other securities

Translation adjustments

Balance at March 31, 2004

Balance at December 31, 2003
Net income for the three months ended March
31, 2004
Net unrealized gain on other securities
Translation adjustments

Balance at March 31, 2004

Millions of yen

Additional  Net unrealized
Number of Common paid-in gainsonother  Translation Treasury Retained
sharesissued stock capital securities adjustments stock earnings Total
151,864,592 ¥12,531 ¥10,259 (¥753) (¥7,314) (¥0)  ¥256,334  ¥271,057
- - - - - - 8,541 8,541
- - - - - - ©) ©)
- - - 920 - - - 920
- - - - 799 - - 799
151,864,592 ¥12,531 ¥10,259 ¥167 (¥6,515) (¥0) ¥264,874 ¥281,316
196,364,592 ¥53,204 ¥79,501 ¥1,941 (¥18,527) (¥1) ¥295,275 ¥411,393
) . - - - - 4,300 4300
- - - 1,146 - - - 1,146
- - - - (2,472) - - (2,472)
196,364,592 ¥53,204 ¥79,501 ¥3,087 (¥20,999) (¥1) ¥299,575 ¥414,367
Thousands of U.S. dollars
Additional  Net unrealized
Common paid-in gainsonother  Translation ~ Treasury  Retained
stock capital securities adjustments stock earnings Total
$503,397 $752,209 $18,365  ($175,296) ($9) $2,793,784 $3,892,450
- - - - - 40,685 40,685
- - 10,843 - - - 10,843
- - - (23,389) - - (23,389)
$503,397 $752,209 $29,208 ($198,685) ($9) $2,834,469 $3,920,589

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Cash Flows
Year ended M arch 31:

Thousands of
Millions of yen U.S. dollars
Y ear ended
Y ear ended March 31 March 31,
2004 2003 2002 2004

Cash flows from operating activities:
Net income (loss) ¥38,031 ¥12510 (¥18,432) $359,835
Adjustments to reconcile net income (10ss) to net cash provided
by operating activities -

Depreciation and amortization 111,018 127,406 129,151 1,050,412
Reorganization costs 2,044 23,002 4,509 19,340
Accrual for net pension and severance costs, |ess payments (13,338) (18,212) (9,590) (126,199)
Net loss on sales and disposal of property, plant and

equipment 5,511 1,978 5,067 52,143
Equity in net (gains) losses under the equity method (172) 95 (976) (1,627)
Deferred income taxes 11,363 6,289 (6,948) 107,513
Decrease in allowance for doubtful accounts (261) (459) (1,230) (2,470)
Decrease in accrued income taxes (1,826) (1,839) (18,520) (17,277)
Decrease in notes and accounts receivable, trade 6,224 20,636 73,680 58,889
Decrease in inventories 4,042 2,471 48,221 38,244
Increase (decrease) in notes and accounts payable, trade 13,247 (3,613) (53,317) 125,338
Other 6,786 (10,760) (331) 64,206
Net cash provided by operating activities 182,669 159,504 151,284 1,728,347

Cash flows from investing activities:
Payment for purchases of property, plant and equipment (65,416) (85,274) (222,300) (618,942)
Proceeds from sales of property, plant and equipment 4,309 7,872 3,645 40,770
Payments for purchases of intangible assets (7,917) (8,898) (10,980) (74,908)
Payments of long-term prepaid expenses (441) (10,943) (30,376) (4,172)
Other 4,136 (10,700) (18,347) 39,133
Net cash used in investing activities (65,329) (107,943) (278,358) (618,119)

Cash flows from financing activities:
Decreasein short-term borrowings (76,076) (56,723) (82,668) (719,803
Proceeds from long-term debt 92,530 150,644 222,222 875,485
Repayments of long-term debt (164,304) (81,568) (34,488) (1,554,584)
I ssuance of common stock 109,915 - - 1,039,975
Cash dividends (3,134) (2,734) (2,734) (29,653)
Other 151 (508) (631) 1,429
Net cash provided (used) by financing activities (40,918) 9,111 101,701 (387,151)
Effect of exchange rate fluctuations on cash and cash equivalents (3,527) 307 2,389 (33,371)
Net increase (decrease) in cash and cash equivalents 72,895 60,979 (22,984) 689,706
Cash and cash equivalents at beginning of the year 192,288 131,309 154,293 1,819,358
Cash and cash equivalents at end of the year ¥265,183 ¥192,288 ¥131,309 $2,509,064

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

Interest and dividend received ¥1,681 ¥2,227 ¥1,449 $15,905
Interest paid (¥6,610) (¥6,143) (37,446) ($62,541)
Income taxes paid (¥17,036) (¥14,207) (¥25,138) _ ($161,188)

The accompanying notes are an integral part of these financial statements.
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Threemonthsended March 31:

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by
operating activities-
Depreciation and amortization
Accrual for net pension and severance costs, less payments
Net loss on sales and disposal of property, plant and
equipment
Equity in net (gains) losses under the equity method
Deferred income taxes
Decrease in allowance for doubtful accounts
Increase (decrease) in accrued income taxes
Decrease in notes and accounts receivable, trade
Decrease in inventories
Decreasein 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 ininvesting activities
Cash flows from financing activities:
Decreasein short-term borrowings
Proceeds from long-term debt
Repayments of long-term debt
Other
Net cash used in financing activities
Effect of exchange rate fluctuations on cash and cash equivalents
Net decreasein 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 Three months
March 31 ended March
2004 2003 31, 2004
¥4,300 ¥8,541 $40,685
29,130 35,200 275,617
(10,908) (18,019) (103,207)
3,297 222 31,195
(6) 8 (57)
3,013 6,141 28,508
(315) (717) (2,980)
(5,391) 1,397 (51,008)
42,621 29,449 403,264
10,779 27,214 101,987
(28,344) (38,789) (268,181)
(4,097) (173) (38,764)
44,079 50,524 417,059
(13,104) (20,279) (123,985)
597 3,264 5,649
(1,822) (3,495) (17,239)
(93 (6,604) (880)
878 (8,374) 8,307
(13,544) (35,488) (128,148)
(10,836) (37,872) (102,526)
40,030 27,716 378,749
(100,762) (25,049) (953,373)
(31) (81) (294)
(71,599) (35,286) (677,444)
(724) 621 (6,850)
(41,788) (19,629) (395,383)
306,971 211,917 2,904,447
¥265,183 ¥192,288 $2,509,064
¥454 ¥402 $4,296
(¥1,884) (¥1,272) ($17,826)
(¥5,156) (¥2,261) ($48,784)

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

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 financia 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 March 31, 2004,
and for the year ended March 31, 2004 are an English trandation of the Japanese consolidated financia
statements of Epson, which have been prepared in accordance with accounting principles and practices

generaly accepted in Japan.

The accompanying consolidated financial statements incorporate certain reclassifications and
rearrangements in order to 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 material 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:

() 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
companies are to be consolidated. Additionally, companies in which share ownership equals 50% or less
may be required to be consolidated in cases where sich companies are effectively controlled by other
companies through the interests held by a party who has a close relationship with the parent in accordance
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with Japanese accounting standards. All significant inter-company transactions and accounts and
unredized 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.
The excess of the cost over the underlying net equity of investments in subsidiaries and affiliates accounted
for under the equity method is recognized as a “consolidation adjustment” included in the intangible assets

account and is amortized on a straight-line basis over a period of five years.

(20 Foreign currency trandation and transactions -

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 &ffiliates 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 financial 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 changesin 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
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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
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 fiscal period. If certain hedging criteria are met, such gains and losses are
deferred and accounted for as assets or ligbilities.

For interest rate swaps, if certain hedging criteria are met, interest rate swaps are not recognized
a their fair values as an aternative method under Japanese accounting standards. The amounts
received or paid for such interest rate swap arrangements are charged or credited to income as

incurred.

(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 renewas 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
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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 equipment.

(7) Intangible assets -

Amortization of intangible assets is computed using the straight-line method. Amortization of software
for internal use is computed using the straight-line method over its estimated useful life ranging from three
to five years.

(8) Impairment of long-lived assets -

On August 9, 2002, the Business Accounting Council of Japan issued a new accounting standard entitled
“Statement of Opinion on the Establishment of Accounting Standards for Impairment of Fixed Assets’.
Further, on October 31, 2003, the Accounting Standards Board of Japan issued Financia Accounting
Standards Implementation Guidance No. 6 - “Application Guidance on Accounting Standards for
Impairment of Fixed Assets’. Effective as of March 31, 2004, Epson has elected to early adopt these new

accounting standards for asset impairment.

As a result of adopting the new accounting standards, property, plant and equipment at March 31, 2004
decreased by ¥1,671 million ($15,810 thousand), and income before income taxes and minority interest for
the year ended March 31, 2004 decreased by the same amount, as compared with the amount which would
have been reported if the previous standards had been applied consistently.

(9) 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.

On March 9, 2004, the Accounting Standards Board of Japan issued new accounting standards concerning
accounting for bonuses to directors and statutory auditors, effective for fiscal years beginning on or after
April 1, 2003. In thefinancial statements for fiscal years prior to April 1, 2003, “bonuses to directors and
statutory auditors’, which are determined through appropriation of retained earnings by resolution of
general shareholders’ meeting subsequent to fiscal year-end, are reflected in net income of the current year.
Under the new accounting standards, “bonuses to directors and statutory auditors’ are expensed as incurred.

Epson has adopted these new accounting standards from the fiscal year commencing on April 1, 2003.

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

(10) 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.

(11) Incometaxes -

The provision for income taxes is computed based on income before income taxes and minority interest in
the consolidated statements of income. The asset and ligbility 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.

On May 29, 2003, the Company obtained approva from the National tax agency to file a consolidated tax
returns system effective from the year beginning April 1, 2003. The Company has adopted the
consolidated tax return system for the calculation of income taxes effective from the year ended March 31,
2004. Under the consolidated tax return system, the Company consolidates all wholly owned domestic

subsidiaries based on the Japanese tax regulations.

(12) Pension and severance costs -

The Company and some of its Japanese subsidiaries maintain a defined benefit pension plan covering
substantialy 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 covered 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
guaified 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 financia ingtitutions in accordance
with the applicable laws and regulations.
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Unrecognized prior service costs are amortized based on the straight-line method over a period of five
years beginning at the date of adoption of the plan amendment. Actuarial gains and losses are amortized
based on the straight-line method over a period of five years starting from the beginning of the subsequent

year.

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.

(13) 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.

(14) Research and development costs -

Research and development costs are expensed as incurred.

(15) 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 substantialy all leases as operating leases in the manner described in the preceding

paragraph.

(16) Net income per share -

Net income per share is computed based on the weighted average number of shares of common stock
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outstanding during each fiscal period. Effective from the fiscal year commencing on April 1, 2002,
bonuses to directors and statutory auditors are required to be included in the calculation of net income per

share
Under the Japanese accounting standards concerning accounting for bonus to directors and statutory
auditors, effective for the fiscal years beginning on or after April 1, 2003, the bonus to directors and

statutory auditors have been charged to income in the year ended March 31, 2004.

(17) 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 Commercia 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 ¥105.69 = U.S.$1, the rate of exchange prevailing at March 31, 2004, has been used.

4. |nventories:

L osses recognized and charged to cost of sales as a result of valuation at the lower of cost or market value
at March 31, 2004 and 2003 were ¥8,300 million ($78,532 thousand) and ¥12,493 million, respectively.

5. Investmentsin debt and equity securities:

Epson’s management determined that al investments in debt and equity securities were either held-to-

maturity debt securities or other securities.

Net unrealized gains, net of tax, on securities categorized as other securities of ¥3,087 million ($29,208
thousand) and ¥167 million as at March 31, 2004 and 2003, respectively, were recorded as a component of
shareholders’ equity. A related deferred income tax liability thereon of ¥1,021 million ($9,660 thousand)
and ¥109 million was recorded against deferred income tax assets relating to other temporary differences as
at March 31, 2004 and 2003, respectively.

The aggregate cost and market value (carrying value) of other securities with market values, which were

included in investment securities at March 31, 2004 and 2003 were as follows:
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Equity securities
Debt securities
Other

Total

Equity securities
Debt securities
Other

Totd

Equity securities
Debt securities
Other

Total

Millions of yen

March 31, 2004
Gross unrealized Market value
Cost Gans L osses (carrying vaue)
¥4,352 ¥4,051 (¥62) ¥8,341
52 4 (-) 56
615 137 (6) 746
¥5,019 ¥4,192 (¥68) ¥9,143
Millions of yen
March 31, 2003
Gross unrealized Market value
Cost Gains Losses (carrying value)
¥4,337 ¥564 (¥235) ¥4,666
52 5 (-) 57
582 - (42) 540
¥4 971 ¥569 (¥277) ¥5,263
Thousands of U.S. dollars
March 31, 2004
Gross unrealized Market value
Cost Gains L osses (carrying vaue)
$41,177 $38,329 ($586) $78,920
492 38 (-) 530
5,819 1,296 (57) 7,058
$47,488 $39,663 ($643) $86,508

The carrying amount of unlisted investment securities at March 31, 2004 and 2003 were ¥19,064 million
($180,376 thousand) and ¥19,515 million, respectively.

For the years ended March 31, 2003 and 2002, other-than-temporary impairments of securities with an

aggregate market value of ¥2,251 million and ¥2,237 million, respectively, were charged to current income.

Impairments are principaly 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.

6. Intangible assets:

A consolidation adjustment account, representing the excess of cost over net equity of investments in
subsidiaries as at March 31, 2004 and 2003, included in intangible assets, were ¥270 million ($2,555
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thousand) and ¥954 million, respectively.

7. 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.

Epson management believes that credit risk relating to derivative instruments that Epson uses is relatively

low since al of its counterparties to the derivative instruments are creditworthy financial institutions.

Forward exchange transactions are gproved by the Company’s Forward Exchange Committee (composed
of representatives of Epson management) and executed based on authorization of the general manager of
Epson in charge of the treasury management in accordance with internal rules and policies developed

regarding derivative transaction management.

Interest rate swap transactions are approved and executed based on authorization of the director of Epson in
charge of the finance function based on the above-mentioned internal rules and policies. Execution and
management of transactions are done by the responsible section in Financial Management Department and

reported to the general manager in charge of the fund management.

The table below lists contract amounts, notional amounts and fair values of derivatives as at March 31,

2004 and 2003 by transactions and type of instrument, excluding derivatives eligible for hedge accounting.

Millions of yen

March 31, 2004
Unredlized gains
Instruments Contract amounts Fair values (losses)
Forward exchange contracts:
Sold -
U.S. dollar ¥4,213 ¥4,170 ¥43
Euro 29,600 28,885 715
Sterling pound 1,593 1,538 55
Australian dollar 1,170 1,142 28
Thai bath 205 206 (D)
Polish zloty 327 327 (0)]
Purchased -
U.S. ddlar 7,159 6,956 (203)
Euro 77 75 (2
Sterling pound 678 678 (0
Tota unredized gains from
forward exchange contracts __ ¥

There were no interest rate swap transactions outstanding at March 31, 2004 other than derivatives eligible
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for hedge accounting.

Millions of yen

March 31, 2003

Unredlized gains

Instruments Contract amounts Fair vaues (losses)
Forward exchange contracts:
Sold -
U.S. dollar ¥8,196 ¥8,239 (¥43)
Euro 20,086 20,740 (654)
Sterling pound 679 681 (2
Australian dollar 553 555 (2
Swiss Francs 1,541 1,552 (11)
Thai baht 150 149 1
Purchased -
U.S. dollar 5,903 6,054 151
Euro 17 17 0
Japanese yen 214 213 (D)
Total unredlized losses from
forward exchange contracts _ (¥e61)

There were no interest rate swap transactions outstanding at March 31, 2003.

Thousands of U.S. dollars

March 31, 2004
Unrealized gains
Instruments Contract amounts Fair vaues (losses)
Forward exchange contracts:
Sold -
U.S. dollar $39,862 $39,455 $407
Euro 280,064 273,299 6,765
Sterling pound 15,072 14,552 520
Audtraian dollar 11,070 10,805 265
Thai baht 1,940 1,949 9
Polish zloty 3,094 3,094 0)
Purchased -
U.S. dollar 67,736 65,815 (1,921)
Euro 729 710 (29)
Sterling pound 6,415 6,415 (0)]
Tota unredlized gains from
$6,008

forward exchange contracts

There were no interest rate swap transactions outstanding at March 31, 2004 other than derivatives eligible

for hedge accounting.

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 individually to

monetary items denominated in foreign currencies are excluded from the above table. Gains or losses

arising from changes in fair value of the derivatives designated as “hedging instruments” are deferred as an

asset a liability and included in net profit or loss in the same period during which the gains and losses on
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the hedged item or transactions are recognized in accordance with the Japanese accounting standard.

8. Assets pledged as collateral for secured loans and debt:

Assets pledged as collatera for secured loans and debt at March 31, 2004 and 2003 were as follows:

Thousands of
Millions of yen U.S. dollars
March 31 March 31,
Pledged assets 2004 2003 2004
Land ¥386 ¥727 $3,652
Buildings and structures 1,457 1,602 13,786
Machinery and equipment 370 483 3,501
Furniture and fixtures 18 26 170
Total ¥2,231 ¥2 838 $21,109
Thousands of
Millions of yen U.S. dollars
March 31 March 31,
Secured loans and debt 2004 2003 2004
Current portion of long-term debt ¥30 ¥194 $284
Long-term debt - 30 -
Total ¥30 ¥224 $284

In the year ended March 31, 2004, Epson entered into line of credit agreements with four banks for an
aggregate maximum amount of ¥40,000 million ($378,465 thousand). As a March 31, 2004, there were
unused credit lines of ¥40,000 million ($378,465 thousand) outstanding and available.

9. Pension and severance costs:

The funded status of retirement benefit obligations at March 31, 2004 and 2003 were as follows:
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Thousands of
Millions of yen U.S. dollars
March 31 March31,
2004 2003 2004
Projected benefit obligations ¥202,361 ¥187,269 $1,914,665
Plan assets at fair value 183,915 144,262 1,740,136
Uufunded status 18,446 43,007 174,529
Unrecognized items:

Prior service cost reduction from plan amendment 8,133 693 76,952
Actuaria losses (34,564) (38,898) (327,032)
Accrued pension and severance costs - net (7,985) 4,802 (75,551)
Prepaid pension cost 16,040 4,440 151,765
Accrued pension and severance costs ¥8,055 ¥9,242 $76,214

The Company and one consolidated subsidiary changed approximately half of its tax qualified defined
benefit plans to new tax qualified defined contribution plans and the remaining haf from tax qualified
defined benefit plans to new tax quaified corporate defined benefit plans effective from the year beginning
April 1, 2004. As a result of this transfer, the Company will adopt “Accounting for Transition of
Retirement Benefit Plans” (“Financial Accounting Standards Implementation Guidance No.1” issued by
Accounting Standards Board of Japan) from the year beginning April 1, 2004. The adoption of this
standards will not have a material effect on Epson’s results of operations and financial position for the year
ending March 31, 2005.

The composition of net pension and severance costs for the years ended March 31, 2004, 2003 and 2002

was as follows:

Thousands of
Millions of yen U.S. dollars
Y ear ended
Y ear ended March 31 March 31,
2004 2003 2002 2004
Service cost ¥9 352 ¥10,627 ¥9,201 $88,485
Interest cost 5,608 6,960 7,175 53,061
Expected return on plan assets (5,055) (5,830) (5,531) (47,829)
Amortization and expenses.
Prior service costs (529) (1,338) (1,622) (5,005)
Actuarial losses 9,537 10,309 2,951 90,236
Net pension and severance costs 18,913 20,728 12,174 178,948
Gan on transfer to government of the
substitutional portion of pension liabilities - (17,577) - -
¥18,913 ¥3,151 ¥12,174 $178,948

The assumptions used for the actuarial computation of the retirement benefit obligations for the years ended
March 31, 2004, 2003 and 2002 were as follows:
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Y ear ended March 31

2004 2003 2002
Discount rate 2.5% 3.0% 3.0%
Long-term rate of return on plan assets 3.5% 3.5% 3.5%

In addition to the above-mentioned net pension and severance costs, additional severance costs of ¥1,182
million ($11,184 thousand), ¥181 million and ¥1,701 million, which related to specific reorganization
programs, were recorded in reorganization costs for years ended March 31, 2004, 2003 and 2002,
respectively.

The Company has made amendments to the welfare pension plan by raising the commencement age to
receive benefits and reduced the related interest rate under the pension plan in the fiscal years ended March
31, 2001 and 2002. Further, effective at March 31, 2004, the Company has made amendments to the
remaining corporate defined benefit plans by reducing the related interest rate under the pension plans.
These amendments have resulted in a negative amount of unrecognized prior service cost, which in turn
reduced the accrued pension and severance costs for the years ended March 31, 2004, 2003 and 2002.

On June 15, 2001, the Defined Benefit Pension Plan Law was enacted, which allows a company to return
the substitutional portion of the pension to the government, thereby eliminating the company’s
responsibility for future benefits.  On January 17, 2003, the Company obtained approval from the Ministry
of Hedlth, Labor and Welfare for exemption from the payment of future benefit obligations with respect to
the subgtitutional portion that the Company operates on behalf of the Japanese government. The
Company accounted for the return of the substitutional portion at the date of approval, which is allowed as
an aternative accounting method in accordance with “Practical Guidance for Accounting for Pensions”
issued by the Japanese Ingtitute of Certified Public Accountants. A gain on exemption from the payment
of benefit obligations totaling ¥17,577 million was recorded in income for the year ended March 31, 2003.
The fair value of fund assets to be returned to the government was approximately ¥39,677 million as a
March 31, 2003.

On February 1, 2004, the Company obtained approva from the Ministry of Hedlth, Labor and Welfare for
exemption from the substitutional portion with respect to the benefit obligation related past service that the
Company operates on behaf of the Japanese government. The related government-specified portion of
the fund assetswill be returned to the government in the first quarter for the year ended March 31, 2005

The Company has a retirement benefit trust agreement with an outside trust company and contributed

certain marketable securities to the employee retirement benefit trust.

10. Shareholders equity:

The Company’s retained earnings consists of unappropriated retained earnings and legal reserves required

by the Commercial Code of Japan. The retained earnings accumulated by the Company are initidly
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recorded as unappropriated retained earnings and later transferred to lega reserve upon approval at the
shareholders’ meeting.

Under the Commercia Code of Japan, the Company is permitted to transfer to retained earnings the portion
of statutory reserve (additional paid-in capital and legal reserve) in excess of 25% of common stock upon
approva at the shareholders meeting. The Company does not currently make such transfers. Any
transferred portions will be available for dividend distribution.

Under the Commercial Code of Japan, the appropriation of retained earnings for a fiscal year is made by
resolution of shareholders at a general meeting to be held within three months after the balance sheet date,
and accordingly such appropriations are recorded at the time of resolution. The Company may pay
interim dividends by resolution of the board of directors once during each fiscal year in accordance with the
Commercia Code of Japan and the Company’s Articles of Incorporation.

For each of the years ended March 31, 2004, 2003 and 2002, the Company paid a year-end cash dividend
of ¥9 ($0.09) per share and interim cash dividend of ¥9 ($0.09) per share to the shareholders of record as at
the respective period-ends.

The proposed appropriation of retained earnings of the Company for the year ended March 31, 2004
approved at the generd shareholders’ meeting, which will be held on June 25, 2004, is as follows:

Thousands of

Millions of yen U.S. dollars
Cash dividends at ¥9 per share ¥1,767 $16,719
¥1,767 $16,719

The Company’s common stock was listed on the First Section of the Tokyo Stock Exchange on June 24,
2003. Asareault of the listing, 44,500,000 shares of common stock were issued by the Company with the
aggregate net proceeds of ¥109,915 million ($1,039,975 thousand). Of the 44,500,000 shares, 28,305,500
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
¥40,673 ($384,833 thousand) and ¥69,242 ($655,142 thousand), respectively. Epson intends to use the

proceeds for financing capital expenditures and for research and development.

Therewere 225 shares and 81 shares of treasury stock as at March 31, 2004 and 2003, respectively.

11. Net income per share:

Calculation of net income per share in accordance with the new accounting standards for the year ended

33



SEIKO EPSON CORPORATION

March 31, 2004 and 2003 were as follows:

Thousands of
Millions of yen U.S. dollars
Year ended
Y ear ended March 31 March 31,
2004 2003 2004
Net income attributable to common shares ¥38,031 ¥12,510 $359,835
Less : Bonuses to directors and statutory auditors (-) (196) (-)
¥38,031 ¥12,314 $359,835
Weighted average number of common shares outstanding :
-Basic 185,782,470 151,864,511
-Diluted 185,937,667 -
Yen Yen U.S. dollars
Net income per share:
-Basic ¥204.70 ¥81.08 $1.94
-Diluted ¥204.53 - $1.94

Epson had no dilutive potential common shares, such as convertible debt or war rants, outstanding for the
year ended March 31, 2003 and 2002.

Had the new accounting standard been applied retroactively, net loss per share on a pro-forma basis would
have been anet loss per share of ¥122.02 for the year ended March 31, 2002.

12. Income taxes:

Epson is subject to a number of different income taxes which, in the aggregate, resulted in a statutory
income tax rate in Japan o approximately 43.6 % for the year ended March 31, 2004 and approximately
41.7 % for each of the years ended March 31, 2003 and 2002.

The significant components of deferred tax assets and liabilities a March 31, 2004 and 2003 were as

follows:
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Thousands of
Millions of yen U.S. dollars
March 31 March 31,
2004 2003 2004
Deferred tax assets:
Property, plant and equipment and intangible assets ¥17,511 ¥19,759 $165,683
Net operating tax loss carry-forwards 13,897 16,513 131,488
Inter-company profits on inventories and write downs 7,877 9,604 74,529
Accrued bonuses 6,170 4,153 58,378
Devaluation of investment securities 4,118 1,711 38,963
Accrued warranty costs 3,749 4,422 35,472
Accrued pension and severance costs 2,678 3,901 25,338
Allowance for doubtful accounts 1,250 1,837 11,827
Others 11,579 12,212 109,556
Gross deferred tax assets 68,829 74,112 651,234
Less: valuation allowance (13,418) (15,754) (126,956)
Total deferred tax assets 55,411 58,358 524,278
Deferred tax liabilities:
Undistributed earnings of overseas subsidiaries (15,438) (12,249) (146,069)
Prepaid pension cost (3,765) - (35,623)
Reserve for special depreciation for tax purpose (3,059) (2,626) (28,943)
Net unrealized gains on other securities (1,021) (108) (9,660)
Others (282) (180) (2,668)
Gross deferred tax liabilities (23,565) (15,163) (222,963)
Net deferred tax assets ¥31,846 ¥43,195 $301,315

The valuation alowance was established mainly against deferred tax assets on future tax-deductible
temporary differences and operating tax loss carry-forwards of certain subsidiaries as it is more likely than
not that these deferred tax assets will not be redlized within the foreseeable future. The net change in the
total valuation alowance for the year ended March 31, 2004 was a decrease of ¥2,336 million ($22,102

thousand).

Epson has provided for deferred income taxes on all undistributed earnings of overseas subsidiaries.

Deferred tax assets and liabilities at March 31, 2004 and 2003 in Japan were caculated based on the
consolidated tax return system.

The differences between Epson’'s statutory income tax rate and the income tax rate reflected in the

consolidated statements of income were reconciled as follows:
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Y ear ended March 31

2004 2003 2002
Statutory income tax rate 43.6% 41.7% 41.7%
Reconciliation:
Changes in valuation allowance (5.2 5.1 (24.3)
Entertainment expenses, etc. permanently non-tax
deductible 1.6 21 (3.6)
Change in income tax rate 0.9 (2.4) -
Unrecognized tax benefit for inter-company profit
elimination - 8.1 -
Tax credits - - (21.9)
Tax for the prior period - - 12.7
Personal holding company tax - - (0.7
Others 0.0 4.4 (2.1)
Income tax rate per statements of income 40.9% 59.0% 1.8%

The statutory income tax rate used in calculation of deferred tax assets and liabilities has been changed due
to a change in Japanese tax laws. At March 31, 2002, 41.7% was used in the calculation. At March 31,
2003, deferred tax assets and liabilities expected to be realized in the following year were calculated using
a41.7% tax rate, while those expected to be realized after April 1, 2004 were calculated using a 40.4% tax
rate. The effect of this change in accounting estimates for the year ended March 31, 2003 was an increase
in net deferred tax assets of ¥778 million and a decrease of income tax expense of ¥774 million.

Under the consolidated tax return system, a temporary 2.0% surtax was assessed on consolidated taxable
income for the year ended March 31, 2004. As a result, the aggregated statutory income tax rate for
Epson was 43.6% for the year ended March 31, 2004.

Current income taxes for the year ended March 31, 2002 of ¥6,618 million consisted of current income
taxes of ¥ 7,754 million and prior year income taxes adjustment of ¥1,166 million, offset by income tax

refunds related to advanced pricing agreements of ¥2,302 million.

13. Research and devel opment costs:

Research and development costs, which are included in cost of sales and selling, general and administrative
expenses, totaled ¥90,485 million ($856,136 thousand), ¥85,761 million and ¥79,742 million for the years
ended March 31, 2004, 2003 and 2002, respectively.

14. Reorganization costs:

The reorganization costs for the year ended March 31, 2004 mainly represents reorganization for certain
overseas manufacturing plants in the display business.
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The reorganization costs for the year ended March 31, 2003 mainly represented write-off of acquired
technologies, as well as reorganization cost for certain domestic manufacturing plants in the semiconductor

business.

The reorganization costs for the year ended March 31, 2002 mainly represented loss on disposal of assets

during the reorganization of certain overseas manufacturing plants.

15. Cash flow information:

Cash and cash equivaents at March 31, 2004 and 2003 were composed of the following:

Thousands of
Millions of yen U.S. dollars
March 31 March 31,
2004 2003 2004
Cash and deposits ¥266,254 ¥194,334 $2,519,198
Less:
Short-term bank loans (overdrafts) (562) (1,548) (5,318)
Time deposits due over three months (509) (498) (4,816)
Cash and cash equivalents ¥265,183 ¥192,288 $2,509,064
16. Leases:

As described in Note 2 (15), Epson, as a lessee, charges periodic capital lease payments to expense when
paid. Such payments for the years ended March 31, 2004, 2003 and 2002 amounted to ¥3,211 million
($30,381 thousand), ¥9,039 million and ¥13,668 million, respectively.

If capital leases that do not transfer the ownership of the assets to the lessee at the end of the lease term
were capitalized, the capital |ease assets at March 31, 2004 and 2003 would have been asfollows:

Thousands of
Millions of yen U.S. dollars
March 31 March 31,
2004 2003 2004

Acquisition cost:
Machinery and equipment ¥2 483 ¥13,728 $23,494
Furniture and fixtures 5,977 7,082 56,552
Intangible assets 1,133 1,919 10,720
9,593 22,729 90,766
Less: accumulated depreciation (5,450) (17,586) (51,566)
Net book vaue ¥4,143 ¥5,143 $39,200
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Depreciation expenses for these leased assets for the years ended March 31, 2004, 2003 and 2002 would
have been ¥2,997 million ($28,357 thousand), ¥8,422 million and ¥12,711 million, respectively, if they
were computed in accordance with the straight-line method over the periods of these capita leases,

assuming no remaining value.

Interest expense for these capital leases for the years ended March 31, 2004, 2003 and 2002 would have
been ¥97 million ($918 thousand), ¥214 million and ¥497 million, respectively.

Future lease payments for capital leases at March 31, 2004 and 2003 were as follows:

Thousands of
Millions of yen U.S. dollars
March 31 March 31,
Future lease payments 2004 2003 2004
Due within one year ¥1,910 ¥2,812 $18,072
Due after one year 2,286 2,469 21,629
Total ¥4,196 ¥5,281 $39,701

Future lease payments for non-cancelable operating leases as a lessee at March 31, 2004 and 2003 were as

follows:
Thousands of
Millions of yen U.S. dollars
March 31 March 31,
Future lease payments 2004 2003 2004
Due within one year ¥2 729 ¥2,983 $25,821
Due after one year 8,511 10,071 80,528
Total ¥11,240 ¥13,054 $106,349

In addition, future lease receipts for non-cancelable operating leases as alessor at March 31, 2004 and 2003

were as follows:

Thousands of
Millions of yen U.S. dollars
March 31 March 31,
Future |lease receipts 2004 2003 2004
Due within one year ¥301 ¥338 $2,848
Due after one year 2,008 2,589 18,999
Total ¥2,309 ¥2 927 $21,847

17. Commitments and contingent liabilities:

Contingent liabilities for guarantee of employees’ housing loans from banks at March 31, 2004 and 2003
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were ¥3,744 million 35,424 thousand) and ¥4,534 million, respectively. Furthermore, the amount of
discounted notes, which consisted of discounted letters of credit, at March 31, 2004 and 2003 were ¥19
million ($180 thousand) and ¥160 million, respectively.

18. Related party transactions:

The Company has entered into real estate |ease agreements and certain other agreements with K.K. Sunritz
(“Sunritz’) in which Mr. Yasuo Hattori, a Vice Chairman and Director of the Company, and their relatives
own 9.5% and 71.3% of the outstanding shares of Sunritz, respectively. The Company has also purchased

land and buildings from Sunritz.

Mr. Yasuo Hattori, a Vice Chairman and Director of the Company, is a representative director of Aoyama
Kigyo K.K. (*Aoyama’). Mr. Yasuo Hattori owns 3.6% of the outstanding shares of the Company.
Aoyama owns 10.3% of the outstanding shares of the Company. Mr. Yasuo Hattori and their relatives
own 26.7% and 38.5% of the outstanding shares of Aoyama, respectively. The Company has entered into

lease agreements and certain other agreements with Aoyama effective from March 1, 2003.

Mr. Koichi Murano, a Statutory Auditor of the Company until June 26, 2001, is aso a representative
director of Seiko Corporation. Until June 26, 2001, Seiko Corporation was regarded as a related party of
the Company. The Company sells its products, mainly watches, and pays certain expenses to Seiko
Corporation under terms and conditions stipulated in sales agreements. The Company and Seiko
Corporation have also entered into other various types of agreements. All the transactions and balances
stated in the table below are up to June 30, 2001.

The Company’s management believes that all transactions with related perties as described in the preceding
paragraphs and in the table below were in accordance with terms and conditions decided on a market-

determined basis.

Transactions with these related parties for the years ended March 31, 2004, 2003 and 2002, and related
balances at March 31, 2004 and 2003, were as follows:
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Thousands of
Millions of yen U.S. dollars
Y ear ended
Year ended March 31 March 31,
2004 2003 2002 2004
Transactions:
With Sunritz -
Renta expenses for real estates ¥120 ¥124 ¥127 $1,135
Purchase of land and buildings - - 17 -
With Aoyama -
Rental expense for buildings 3 1 - 28
With Selko Corporation for the three-month
period ended June 30, 2001 -
Sales of products, mainly watches - - 3,857 -
Payments of expenses - - 55 -
With other related companies -
Other incomes 59 1 17 558
Other expenses 18 9 15 170
Thousands of
Millions of yen U.S. dollars
March 31 March 31,
2004 2003 2004
Balances:
With Sunritz -
Other investments ¥2 ¥2 $19
With Aoyama at March 31, 2003 -
Other current assets - 1 -
Other investments - 38 -
With other related companies -
Other current assets 4 4 38
Payables 1 - 9
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19. Segment information:

(1) Business segment information
Year ended March 31:

Information-related equipment:
Net sales
Customers
I nter-segment
Total
Operating expenses
Operating income
Identifiable assets
Depreciation and amortization
Capital expenditures
Electronic devices:
Net sales
Customers
I nter-segment
Total
Operating expenses
Operating income (10ss)
| dentifiable assets
Depreciation and amortization
Capital expenditures
Precision products:
Net sales
Customers
I nter-segment
Total
Operating expenses
Operating income (l0ss)
| dentifiable assets
Depreciation and amortization
Capital expenditures
Other:
Net sales
Customers
I nter-segment
Total
Operating expenses
Operating loss
Identifiable assets
Depreciation and amortization
Capital expenditures
Eliminations and corporate:
Net Sales
Operating expenses
Operating income
| dentifiable assets
Depreciation and amortization
Capital expenditures
Consolidated:
Net Sales
Operating expenses
Operating income
| dentifiable assets
Depreciation and amortization
Capital expenditures

Thousands of
Millions of yen U.S. dollars
Y ear ended
Y ear ended March 31 March 31,
2004 2003 2002 2004
¥917,116 ¥911,459 ¥899,043 $8,677,415
3,264 4,398 3,205 30,883
920,380 915,857 902,248 8,708,298
874,478 835,431 843,445 8,273,990
¥45,902 ¥80,426 ¥58,803 $434,308
¥366,410 ¥384,968 ¥425,668 $3,466,837
¥33,312 ¥34,042 ¥40,672 $315,186
¥34,797 ¥27,656 ¥32,683 $329,236
¥413,540 ¥328,460 ¥292,616 $3,912,764
27,613 25,828 19,466 261,264
441,153 354,288 312,082 4,174,028
400,532 382,288 334,470 3,789,687
¥40,621 (¥28,000) (¥22,388) $384,341
¥352,755 ¥402,248 ¥469,236 $3,337,638
¥58,006 ¥75,111 ¥70,459 $548,831
¥20,574 ¥35,720 ¥136,348 $194,664
¥77,736 ¥77,155 ¥76,365 $735,510
3,366 2,590 1,823 31,848
81,102 79,745 78,188 767,358
78,292 79,100 82,295 740,770
¥2.810 ¥645 (¥4,107) $26,588
¥52216 ¥50,706 ¥60,283 $494,049
¥4,013 ¥4,037 ¥4,182 $37,970
¥4,283 ¥3,393 ¥3,990 $40,524
¥4,851 ¥5,379 ¥6,085 $45,898
24,606 20,931 19,743 232,813
29,457 26,310 25,828 278,711
41,480 30,042 36,375 392,469
(¥12,023) (¥3,732) (¥10,547) ($113,758)
¥149,122 ¥143,225 ¥136,552 $1,410,938
¥14,983 ¥12,619 ¥12,942 $141,764
¥10,725 ¥22 342 ¥24 512 $101,476
(¥58,849) (¥53,747) (¥44,237) ($556,808)
(58,940) (53,768) (48,672) (557,669)
¥o1 ¥21 ¥4,435 $861
¥285,988 ¥214,933 ¥149,422 $2,705,913
- - ¥896 -
¥1,413,243 ¥1,322,453  ¥1,274,109 $13,371,587
1,335,842 1,273,093 1,247,913 12,639,247
¥77,401 ¥49,360 ¥26,196 $732,340
¥1,206,491  ¥1,196,080  ¥1,241,161 $11,415,375
¥110,314 ¥125,809 ¥129,151 $1,043,751
¥70,379 ¥89,111 ¥197,533 $665,900
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Epson is primarily engaged in the development, manufacture and sale of computer printers, liquid crystal
displays (“LCDs"), semiconductor products and other products.

Epson operates manufacturing facilities in Japan, Asia, the Americas and Europe, and markets its products
internationally through a global network of local sales subsidiaries.

Epson is engaged principally 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 inkjet printers, and related supplies, color image scanners, LCD
projectors, LCD monitors, label writers, mini-printers, printers of use in POS systems and persona

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”.

The amounts of corporate assets included in “Eliminations and corporate” were ¥299,661 million
($2,835,282 thousand), ¥227,464 million and ¥158,417 million at March 31, 2004, 2003 and 2002,
respectively, and mainly consisted of cash and cash equivalents, investment securities and short-term loans
receivable.
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Three months ended March 31:

Thousands of
Millions of yen U.S. dollars
Three months
Three months ended ended
March 31 March 31,
2004 2003 2004
Information-related equipment:
Net sales
Customers ¥231,859 ¥232,025 $2,193,765
I nter-segment 1,272 862 12,035
Total 233,131 232,887 2,205,800
Operating expenses 229,878 220,400 2,175,021
Operating income ¥3,253 ¥12,487 $30,779
Electronic devices:
Net sales
Customers ¥105,564 ¥90,190 $998,808
I nter-segment 6,716 4,404 63,544
Total 112,280 94,594 1,062,352
Operating expenses 99,814 99,718 944,403
Operating income (loss) ¥12,466 (¥5,124) $117,949
Precision products:
Net sales
Customers ¥18,769 ¥17,083 $177,585
I nter-segment 1,061 650 10,039
Total 19,830 17,733 187,624
Operating expenses 20,040 18,312 189,611
Operating loss (¥210) (¥579) (%$1,987)
Other:
Net sdes
Customers ¥1,127 ¥1,455 $10,663
I nter-segment 6,645 7,477 62,873
Total 7,772 8,932 73,536
Operating expenses 10,910 11,562 103,227
Operating loss (¥3,138) (¥2,630) ($29,691)
Eliminations and corporate:
Net Sales (¥15,694) (¥13,393 ($148,491)
Operating expenses (¥15,711) (13,341) ($148,652)
Operating income (loss) ¥17 (¥52) $161
Consolidated:
Net Sales ¥357,319 ¥340,753 $3,380,821
Operating expenses 344,931 336,651 3,263,610
Operating income ¥12 388 ¥4,102 $117,211
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(2 Geographic segment information-

Y ear ended March 31.
Thousands of
Millions of yen U.S. dollars
Y ear ended
Y ear ended March 31 March 31,
2004 2003 2002 2004
Japan:
Net sales
Customers ¥686,553 ¥637,544 ¥622,670 $6,495,913
I nter-segment 491,089 478,441 440,794 4,646,504
Total 1,177,642 1,115,985 1,063,464 11,142,417
Operating expenses 1,141,043 1,097,056 1,064,574 10,796,130
Operating income (l10ss) ¥36,599 ¥18,929 (¥1,110) $346,287
| dentifiable assets ¥758,593 ¥785,754 ¥855,893 $7,177,529
TheAmericas:
Net sales
Customers ¥224,683 ¥230,263 ¥245,098 $2,125,868
I nter-segment 42,320 39,315 36,241 400,416
Total 267,003 269,578 281,339 2,526,284
Operating expenses 255,937 262,468 274,994 2,421,582
Operating income ¥11,066 ¥7,110 ¥6,345 $104,702
Identifiable assets ¥74,024 ¥83,814 ¥104,599 $700,388
Europe:
Net sales
Customers ¥297,772 ¥258,278 ¥241,202 $2,817,409
I nter-segment 2,497 5,573 4,888 23,626
Total 300,269 263,851 246,090 2,841,035
Operating expenses 290,719 260,665 241,737 2,750,677
Operating income ¥9,550 ¥3,186 ¥4,353 $90,358
Identifiable assets ¥73,820 ¥73,667 ¥79,918 $698,458
Asia/ Oceania:
Net sales
Customers ¥204,235 ¥196,368 ¥165,139 $1,932,397
I nter-segment 478,878 439,632 416,944 4,530,968
Total 683,113 636,000 582,083 6,463,365
Operating expenses 664,517 620,376 571,719 6,287,416
Operating income ¥18,596 ¥15,624 ¥10,364 $175,949
|dentifiable assets ¥193,401 ¥204,989 ¥217,978 $1,829,889
Eliminations and corporate:
Net Sales (¥1,014,784)  (¥962,961)  (¥898,867) ($9,601,514)
Operating expenses (1,016,374) (967,472) (905,111) (9,616,558)
Operating income ¥1,590 ¥4,511 ¥6,244 $15,044
| dentifiable assets ¥106,653 ¥47,856 (¥17,227) $1,009,111
Consolidated:
Net Sales ¥1,413,243  ¥1,322,453  ¥1,274,109 $13,371,587
Operating expenses 1,335,842 1,273,093 1,247,913 12,639,247
Operating income ¥77,401 ¥49,360 ¥26,196 $732,340
| dentifiable assets ¥1,206,491  ¥1196,080 _ ¥1,241,161 $11,415375
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Net sdes are attributed to geographic segments based on the country location of the Company or the
subsidiary that transacted the sale with the external customer. Principal countries and jurisdictions in each

geographic segment are as follows:

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

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

“ Asia/lOceania’ mainly includes China (including Hong Kong), Singapore, Malaysia, Taiwan, Thailand,
the Philippines, Australia, New Zeadland, Indonesia, Korea and India.

The amounts of corporate assets included in “Eliminations and corporate” were ¥299,661 million
($2,835,282 thousand), ¥227,464 million and ¥158,417 million a March 31, 2004, 2003 and 2002,
respectively, and mainly consisted of cash and cash equivaents, investment securities and short-term loans

receivable.




SEIKO EPSON CORPORATION

Three months ended March 31:

Thousands of
Millions of yen U.S. dollars
Three months
Three months ended ended
March 31 March 31,
2004 2003 2004
Japan:
Net sales
Customers ¥166,342 ¥164,285 $1,573,867
I nter-segment 121,465 111,556 1,149,257
Total 287,807 275,841 2,723,124
Operating expenses 284,564 275,199 2,692,440
Operating income ¥3,243 ¥642 $30,684
The Americas:
Net sales
Customers ¥58,090 ¥57,013 $549,626
I nter-segment 10,069 9,518 95,269
Total 68,159 66,531 644,895
Operating expenses 64,112 64,733 606,604
Operating income ¥4,047 ¥1,798 $38,291
Europe:
Net sales
Customers ¥84,262 ¥75,193 $797,256
I nter-segment 456 2,054 4,315
Total 84,718 77,247 801,571
Operating expenses 82,466 79,273 780,263
Operating income (loss) ¥2 252 (¥2,026) $21,308
Asia/ Oceania:
Net sales
Customers ¥48,625 ¥44,262 $460,072
I nter-segment 109,134 100,409 1,032,586
Total 157,759 144,671 1,492,658
Operating expenses 157,925 149,150 1,494,228
Operating loss (¥166) (¥4,479) ($1,570)
Eliminations and corporate:
Net Sales (¥241,124)  (¥223,537) ($2,281,427)
Operating expenses (244,136) (231,704) ($2,309,925)
Operating income ¥3,012 ¥8,167 $28,498
Consolidated:
Net Sales ¥357,319 ¥340,753 $3,380,821
Operating expenses 344,931 336,651 3,263,610
Operating income ¥12388 ¥4,102 $117,211
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(3) Sdesto overseas customers-

Y ear ended March 31:
Thousands of
Millions of yen U.S. dallars
Y ear ended
Y ear ended March 31 March 31,
2004 2003 2002 2004
Overseas sales:
The Americas ¥235116  ¥239936  ¥266,105 $2,224,581
Europe 363,424 318,575 279,992 3,438,585
Asia/Oceania 310,806 274,307 219,055 2,940,732
Totd 909,346 832,818 765,152 8,603,898
Consolidated net sales ¥1,413243 ¥1,322453 ¥1,274,109 $13,371,587
Percentage:
The Americas 16.6% 18.1% 20.9%
Europe 25.7 241 22.0
Asia/Oceania 22.0 20.8 17.2
Totd 64.3% 63.0% 60.1%
Three months ended March 31:
Thousands of
Millions of yen U.S. dollars
Three months
Three months ended ended
March 31 March 31,
2004 2003 2004
Overseas sales:
The Americas ¥59,260 ¥59,209 $560,696
Europe 96,420 92,976 912,291
Asia/Oceania 70,982 67,843 671,606
Totd 226,662 220,028 2,144,593
Consolidated net sales ¥357,319  ¥340,753 $3,380,821
Percentage:
The Americas 16.6% 17.4%
Europe 27.0 27.3
Asia/Oceania 19.8 19.9

Total 63.4% 64.6%
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20. Subseguent events:

On April 27, 2004, Board of Directors of the Company approved a joint venture agreement with Sanyo
Electric Co., Ltd. (“Sanyo”) to combine their liquid crystal businesses based on a memorandum of
understanding with Sanyo in order to become a leading manufacture of small and medium-sized LCD’s.

Under the memorandum o understanding, in October, 2004, Epson and Sanyo, including its subsidiaries
Tottori Sanyo Electric Co. Ltd. and K.K. Sanyo LCD Engineering will transfer their liquid crysta
businesses to a joint venture company caled Sanyo Epson Imaging Devices Corporation. The paid in
capital of the joint venture company will be ¥15,000 million ($141,924 thousand) and it will be owned 55%
and 45% by the Company and by Sanyo, respectively. The joint venture company will be a consolidated
subsidiary of Seiko Epson Corporation. Mr. Teruo Tabata, Managing Director of Sanyo was appointed
President of the joint venture company. Mr. Shuji Aruga, Director of the Company will be appointed Vice
President of the joint venture company.

Epson will transfer its D-TFD LCD and STN LCD businesses. Sanyo and its subsidiaries will transfer its
Low Temperature Poly-Si TFT LCD and Amorphous TFT LCD businesses. The High Temperature Poly-
Si TFT LCD business and Organic Light-Emitting displays LCD business of Epson, and Organic Light-
Emitting displays LCD business of Sanyo will not be transferred to the new entity. Transferred assets and
liabilities from Sanyo and its subsidiaries have not yet been determined.




