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

<Income statements and cash flows data>

Nine months
Nine months ended Year ended ended
December 31, March 31, December 31,
2003 2004 Change 2004 2004
Satements of Income Data:
Net sales ¥1,055,924 | ¥1,113,148 54% | ¥1,413,243 | $10,681,777
Operating income 65,013 96,843 49.0% 77,401 929,306
Income before income taxes and 0
minority interest 57,933 85,747 48.0% 65,058 822,829
Net income 33,731 59,953 77.7% 38,031 575,309
Statements of Cash Flows Data:
Cash flows from operating activities 138,590 126,232 (8.9%) 182,669 1,211,323
Cash flows from investing activities (51,785) (73,325) 41.6% (65,329) (703,627)
Cash flows from financing activities 30,681 (82,797) -% (40,918) (794,521)
Cash and cash equivalents at the end o
of the period 306,971 238,450 | (22.3%) 265,183 2,288,168
Per Share Data:
Net income per share -Basic ¥185.04 ¥305.32 65.0% ¥204.70 $2.93
-Diluted ¥184.84 ¥ -% ¥204.53 $
Notes

I. The consolidated figures are prepared on the basis of accounting principles generally accepted in Japan,
which are different from in certain respects as to application and disclosure requirements of
International Financial Reporting Standards, and are compiled from the consolidated figures prepared

by the Company as required by the Securities and Exchange Law of Japan.

I1. Figuresin‘Change’ column are comparisons with the same period of the previous year.

[11. 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 ¥104.21 = U.S.$1 at December 31,
2004 has been used for the purpose of presentation.
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<Balance Sheets data>
December 31, | December 31, March 31, December 31,
2003 2004 2004 2004
Total assets ¥1,293,407 ¥1,330,822 ¥1,206,491 $12,770,579
Shareholders' equity 411,393 473,111 414,367 4,539,977
Shareholders’ equity ratio (%) 31.8% 35.6% 34.3% 35.6%
Shareholders equity per share ¥2,095.05 ¥2,409.35 ¥2,110.20 $23.12

Oper ating Perfor mance Highlights and Financial Results

1. Fiscal 2004 Nine-Months Overview

The global economy during the first nine months of our 2004 fiscal year showed elements of future
uncertainty, including skyrocketing crude oil prices and increases in certain production material inventories,
yet the Chinese economy continued to expand, while the U.S. and European economies continued to grow
and recover. The Japanese economy also continued to register tones of recovery though some economic
indicators, such as personal spending and manufacturing, shown signs of weakening.

Epson's major markets were as follows. In the inkjet printer business, all-in-ones (units that combine printer,
scanner and copier functions) continued to gain market share. At the same time, the demand for single-
function photo and small format (“personal photo labs’) printersis also growing, especialy in the U.S. and
Europe. The color laser printer market is expanding, but unit prices are declining.

The projector market saw prices begin to fall once again after a brief [ull during which they appeared to
have bottomed out, but demand remains robust. In the commercial segment, demand from the business
presentations market is driving sales of mobile projectors and traditional desktop models, while demand in
the education market continues to grow. Sales of home projectors are expanding in Japan and Europe.
Meanwhile, the market for microdevice-based projection TVs, which are more cost-competitive than flat-
panel large-screen TV, is sharply expanding in the United States.

The market for electronic devices used in mobile phones remained firm. This strength came from two main
sources. One was replacement demand from consumers in Western Europe, North America and China who
are upgrading from their old monochrome-screen handsets to new color models and camera-phones. The
other was the continuing robust, demand for new models in such emerging markets as Central and South
America, Indiaand Russia.

In the precision products business segment we saw continued sluggishness in the markets for watches,
eyeglass lenses and other personal products. However, orders for factory automation systems and optical
devices remained strong due to robust demand for digital consumer devices.

In response to these market conditions, Epson is carrying out an initiative to reduce the consolidated total
cost ratio. Thisinitiative is designed to radically rebuild the company's profit structure into one that allows
it to generate stable income in any market environment. Epson is focusing particularly on reforming the
cost structure of its information-related equipment business and other finished products businesses. We also
opened the doors to SANYO EPSON IMAGING DEVICES CORPORATION, a joint-venture company
formed by integrating certain of Epson’s liquid crystal display businesses and those of SANY O Electric Co.,
Ltd., on October 1, 2004.

Epson came out with a number of important new products during the period. In the inkjet printer segment,

Epson launched the PictureMate, a compact, portable photo printer. A PC-less, "persona photo lab," the

PictureMate directly prints photos taken with a digital camera or camera-phone. For the year-end shopping
2
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season, Epson bolstered its lineup of all-in-one printers in anticipation of growth in that market. In the
visua instruments business, Epson rolled out Livingstation HDTV LCD projection televisions to the
Japanese market. The domestic release follows last fiscal year's U.S. market launch of these large-screen
TVs, which use Epson's high-temperature polysilicon TFT liquid crystal panels. In the electronic devices
business, Epson isinvesting in additional capacity for electronic devices used in mobile handsets and visual
instruments. At the same time, the company continues to drive down costs in order to fortify its position.

The average exchange rates of the yen against the U.S. dollar and against the euro during the nine months
were ¥108.56 and ¥134.60, respectively. This represents a 6% increase in the value of the yen against the
dollar and a 2% decrease in the value of the yen against the euro compared to the same period last year.

As aresult of the foregoing factors, consolidated net sales for the nine months of the current fiscal year
were ¥1,113,148 million ($10,681,777 thousand), a 5.4% increase on the same period last year. Operating
income was ¥96,843 million ($929,306 thousand), a 49.0% increase on the same period last year. Income
before income taxes and minority interest was ¥85,747 million ($822,829 thousand), a 48.0% increase on
the same period last year. And net income was ¥59,953 million ($575,309 thousand), a 77.7% increase on
the same period last year.

Oper ating Perfor mance Highlights by Business Segments
Information-related equipment:

In the information-related equipment business segment, we drove the "Epson = Photo" strategy world-wide,
increasing market awareness of our photo products and helping Epson seize the industry lead in photo
printers. Epson responded to fierce price competition in inkjet printer and LCD projector markets by
beefing up its cost-cutting efforts on the one hand while unfurling a strategy of balancing product features
and added value by area on the other.

In the imaging and information products business, revenues from sales of inkjet printers (including supplies,
asin dl printer discussions below) grew, as higher volume in all-in-one units and consumables more than
made up for adecline in single-function inkjet printer volume. Laser printer sales revenues grew, primarily
due to higher consumables volume. Sales revenue in the scanners and others category fell sharply due to a
decline in scanner volume brought about by growth in al-in-one unit demand. Together, these factors
resulted in increased sales revenues in the imaging and information products business as a whole.

In the visual instruments business, revenues in monitor modules grew due to strong demand. Revenues
from liquid crystal projectors rose dlightly on higher volume in both home and business projectors, though
they were sgueezed particularly by a shift toward low-priced business projectors. Large-screen HDTV LCD
televisions, which we launched to market last fiscal year, contributed to higher revenue. Together, these
factors resulted in slightly increased sales revenues in the visua instruments business as awhole.

Operating income in the information-related equipment segment increased due to substantive benefits
yielded by our initiative to reduce the consolidated total cost ratio.

As aresult of the foregoing factors, net sales in the information-related equipment business segment for the
nine months of the current fiscal year were ¥713,979 million ($6,851,348 thousand), a 3.9% increase on the
same period last year, while operating income was ¥51,457 million ($493,782 thousand), a 20.7% increase
on the same period last year.

Electronic devices:

Epson continued its ongoing emphasis on cost reductions in the electronic device segment while
simultaneously accommodating growth in demand from the mobile handset, projector and digital camera

3
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markets.

In the display business, we launched new low-temperature polysilicon TFT LCDs and amorphous-silicon
TFT LCDs, while a robust projector market drove revenues from high-temperature polysilicon TFT LCDs
sharply higher. Meanwhile, revenues from sales of STN LCDs for mobile phones fell sharply due to the
effects of scaled-back monochrome STN LCD production as well as to the effects of intensified
competition in the color STN LCD display arena. Revenues from sales of MD-TFD liquid crystal display
for mobile phones also declined, as stepped-up competition put downward pressure on unit prices. Despite
these declines, however, sales revenues in the display business as a whole edged dlightly higher. These
factors combined to produce a slight decrease in revenue for the display business as awhole.

In the semiconductor business, LCD driver sales revenue fell sharply, mainly due to plummeting prices for
color LCD drivers. Meanwhile, system LS| revenue soared, largely due to volume growth in image-
processing semiconductors that seized on a wave of feature-rich mobile phones. Silicon foundry revenue
also jumped due to an increase in order volume. These factors combined to produce a slight increase in
revenue for the semiconductor business as awhole.

Quartz device business revenues rose sharply on volume growth in crystal units and crystal oscillators for
mobile phone and digital camera applications.

Operating income in the electronic device business segment increased as a result of total cost-reduction
activitiesin each of the businesses.

As aresult of the foregoing factors, net sales in the electronic device business segment for the nine months
of the current fiscal year were ¥358,685 million ($3,441,944 thousand), a 9.1% increase on the same period
last year, while operating income was ¥50,720 million ($486,710 thousand), a 80.1% increase on the same
period last year.

Precision products:

In the precision products business segment, Epson saw stronger sales volumes of eyeglass lenses to the
North American market, as well as volume growth in optical devices accompanying the expansion of the
liquid crystal projector market. The number of IC handlers sold grew due to a particularly brisk first half in
the semiconductor market, which was driven by digital consumer electronics. Thisresulted in anincreasein
sales revenuesin the precision products segment as awhole.

Operating income in the precision products business segment grew on higher sales revenues.

As a result of the foregoing factors, net sales in the precision products business segment for the nine
months of the current fiscal year were ¥64,308 million ($617,100 thousand), a 5.0% increase on the same
period last year, while operating income was ¥ 3,086 million ($29,613 thousand), a 2.2% increase on the
same period last year.

Oper ating Perfor mance Highlights by Geogr aphic Segments

Japan:

Epson saw revenue growth from inkjet printers, high-temperature polysilicon TFT liquid crystal panels for
LCD projectors, logic ICs and laser printers. Revenues from MD-TFD liquid crystal displays and STN
liquid crystal displays declined. The new launch of low-temperature polysilicon TFT LCDs and
amorphous-silicon TFT LCDs aso contributed to sales. As a result, net sales were ¥945530 million
(%$9,073,314 thousand), a 6.3% increase on the same period last year, and operating income was ¥61,194
million ($587,218 thousand), an 83.5% increase on the same period last year.
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The Americas:

The inkjet printer and silicon foundry businesses experienced higher revenues. As a result, net sales were
¥220,689 million ($2,117,733 thousand), an 11.0% increase on the same period last year, and operating
income was ¥11,738 million ($112,638 thousand), a 67.2% increase on the same period last year.

Europe:

Inkjet printer, MD-TFD liquid crystal display and logic IC revenues increased, while STN LCD revenues
declined. As aresult, net sales were ¥249,025 million ($2,389,646 thousand), a 15.5% increase on the same
period last year, and operating income was ¥7,354 million ($70,569 thousand), a 0.8% increase on the same
period last year.

Asia/ Oceania

Inkjet printer, LCD projector and laser printer revenues increased, while STN LCD and dot-matrix printer
revenues declined. As a result, net sales were ¥549,002 million ($5,268,228 thousand), a 4.5% increase on
the same period last year, and operating income was ¥21,132 million ($202,783 thousand), a 12.6%
increase on the same period last year.

Cash Flow Perfor mance

Net income for nine months period of the 2004 fiscal year was ¥59,953 million ($575,309 thousand).
Depreciation and amortization, principally in the electronic device business segment, was ¥75,925 million
($728,577 thousand). As for changes to assets and liabilities, notes and accounts receivable, trade increased
by ¥59,760 million ($573,457 thousand), notes and accounts payable, trade increased by ¥37,693 million
($361,702 thousand) and inventories increased by ¥30,011 million ($287,986 thousand). Payment for
income tax was ¥13,413 million ($128,711 thousand). As a result, cash inflows from operating activities
came to ¥126,232 million ($1,211,323 thousand).

Cash outflows from investing activities were ¥73,325 million ($703,627 thousand) due to capital
expenditures, principaly in the electronic device business segment, and amounts that came due during this
period for tangible and intangible fixed assets acquired at the end of last period amounted to ¥73,994
million ($710,047 thousand).

Cash flows from financing activities were negative at ¥82,797 million ($794,521 thousand), primarily
resulting from net payments of ¥77,889 million ($747,424 thousand) from short- and long-term loans in
accordance with loan repayments.

As aresult, cash and cash equivalents during the nine months of the 2004 fiscal year was ¥ 238,450 million
($2,288,168 thousand).

2. Third-Quarter Operating Performance

Despite a decline in LCD sales volumes brought about by fierce competition in the handset LCD market
and the effects of plummeting prices for color LCD drivers, the company's third-quarter net sales were
¥429,674 million ($4,123,155 thousand), a 7.9% increase on the same period last year. Two primary factors
contributed to this increase. One was the increased revenue from sales of all-in-one printers, a result of the
inkjet printer market's continuing shift from single-function printers to multifunction units. The other was
that Epson started selling low-temperature polysilicon TFT LCDs and amorphous TFT LCDs. Operating
income was ¥30,977 million ($297,256 thousand), a 2.9% decrease on the same period last year. Although
cost reduction initiatives yielded substantive benefits in the information-related equipment business, the
electronic device business saw costs increase and prices plummet due to fierce competition. Income before
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income taxes and minority interest was ¥26,174 million ($251,166 thousand), a 10.2% decrease on the
same period last year. And net income for the quarter was ¥20,480 million ($196,526 thousand), a 19.3%
increase on the same period last year.

3. Full-Year Forecast

We expect continued savings from our across-the-board programs to reduce our consolidated total cost ratio.
We also anticipate substantive benefits from our new products in the information-related equipment
business segment — and particularly from the growing volume of all-in-ones that we launched for the year-
end shopping season. On the other hand, we expect the business environment to grow even more
challenging in the fourth quarter. In addition to plummeting prices for large-sized display panels in the
electronic devices business segment, we expect further declines in prices for LCD drivers and for small-
and medium-sized display panels used in mobile phones.

Taking into account the foregoing factors, we are standing by our previous (October 26, 2004) full-year
financial outlook.

The figures in the forecast are based on assumed full-year exchange rates of ¥108 to the U.S. dollar and
¥134 to the euro.

Consolidated Full-Year Results Outlook

FY 2003 Current Outlook Change
Net Sales ¥1,413.2 billion ¥1,532.0 billion | +¥118.8 billion ( +8.4%)
Income before income taxes
and minority interest ¥65.1 billion ¥108.0 billion +¥42.9 billion (+66.0%)
Net income ¥38.0 hillion ¥65.0 billion +¥27.0 billion (+70.9%)

Cautionary Statement

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

ASSETS

Current assets:
Cash and cash equivaents
Time deposits
Notes and accounts receivable, trade
Inventories
Other current assets
Allowance for doubtful accounts
Total current assets

Property, plant and equipment:
Buildings and structures
Machinery and equipment
Furniture and fixtures
Land
Other

Accumulated depreciation

Investments and other assets:
Investment securities
Intangible assets
Other assets
Allowance for doubtful accounts

Total assets

Thousands of
Millions of yen U.S. dollars
December 31, December 31, March 31, December 31,
2003 2004 2004 2004
¥306,971 ¥238,450 ¥265,183 $2,288,168
412 695 509 6,669
252,995 271,683 210,381 2,607,072
168,218 202,572 155,856 1,943,883
79,664 81,467 80,940 781,758
(4,088) (3,808) (3,700) (36,542)
804,172 791,059 709,169 7,591,008
375,309 413,262 376,195 3,965,666
459,909 502,745 469,448 4,824,345
174,984 182,302 176,867 1,749,372
52,720 58,817 52,106 564,408
10,730 5,148 12,388 49,400
1,073,652 1,162,274 1,087,004 11,153,191
(677,490) (731,883) (693,973) (7,023,155
396,162 430,391 393,031 4,130,036
38,348 48,780 39,085 468,093
23,751 28,373 23,160 272,268
31,734 32,965 42,801 316,333
(760) (746) (755) (7,159)
93,073 109,372 104,291 1,049,535
¥1,293,407 ¥1,330,822 ¥1,206,491 $12,770,579

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

Current liabilities:
Short-term bank loans
Current portion of long-term debt
Notes and accounts payable, trade
Accounts payable, other
Income taxes payable
Accrued bonuses
Accrued warranty costs
Other current liabilities
Total current liabilities

Long-term liahilities:
Long-term debt
Accrued pension and severance costs
Accrued directors’ and statutory
auditors’ retirement allowances
Other long-term liabilities
Totd long-term liabilities

Minority interest in subsidiaries

Shareholders' equity:

Common stock, no par value -
Authorized - 607,458,368 shares,
Issued - 196,364,592 shares

Additional paid-in capita

Retained earnings

Net unrealized gains on other securities

Tranglation adjustments
Treasury stock
Total shareholders equity

Commitments and contingent liabilities

Total liabilities and shareholders
equity

Thousands of
Millions of yen U.S. dollars

December 31, December 31, March 31, December 31,

2003 2004 2004 2004

¥73,842 ¥46,055 ¥62,851 $441,944
85,091 14,885 47,380 142,837
160,147 172,435 132,331 1,654,688
69,515 104,031 81,785 998,282
12,518 14,288 6,731 137,108
7,949 10,400 17,083 99,798
12,800 14,604 14,283 140,140
68,989 69,428 55,129 666,232
490,851 446,126 417,573 4,281,029
369,837 348,576 346,769 3,344,938
8,437 13,681 8,055 131,283
1,668 1,856 1,729 17,810
8,683 17,734 15,456 170,176
388,625 381,847 372,009 3,664,207
2,538 29,738 2,542 285,366
53,204 53,204 53,204 510,546
79,501 79,501 79,501 762,892
295,275 355,208 299,575 3,408,579
1,941 3,477 3,087 33,365
(18,527) (18,277) (20,999) (175,386)
@) (2 1) (19
411,393 473,111 414,367 4,539,977
¥1,293,407 ¥1,330,822 ¥1,206,491 $12,770,579

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

Nine monthsended December 31:

Thousands of
Millions of yen U.S. dollars
Nine months
Nine months ended Year ended ended
December 31 March 31, December 31,
2003 2004 2004 2004
Net sales ¥1,055,924  ¥1,113,148  ¥1,413,243 $10,681,777
Cost of sales 753,148 782,946 1,013,959 7,513,156
Gross profit 302,776 330,202 399,284 3,168,621
Selling, general and administrative expenses:
Salaries and wages 57,829 57,592 77,748 552,653
Advertising 22,065 23,542 30,854 225,909
Sales promotion 23,367 22,865 31,740 219,413
Research and devel opment costs 30,509 30,807 41,139 295,624
Shipping costs 15,207 14,680 20,527 140,870
Provision for doubtful accounts 461 205 414 1,967
Other 88,325 83,668 119,461 802,879
237,763 233,359 321,883 2,239,315
Operating income 65,013 96,843 77,401 929,306
Other income:
Interest and dividend income 1,208 1,790 1,684 17,177
Net gain on foreign exchange 263 - - -
Other 4,703 4,514 6,381 43,316
6,174 6,304 8,065 60,493
Other expenses:
Interest expenses 4,973 4,533 6,478 43,498
Net loss on foreign exchange - 3,875 500 37,184
Loss on disposal of property, plant and
equipment 2,638 2,528 3,711 24,259
Reorganization costs 2,044 - 2,044 -
Prior pension costs for foreign subsidiaries - 2,285 - 21,927
Other 3,599 4,179 7,675 40,102
13,254 17,400 20,408 166,970
Income before income taxes and
minority interest 57,933 85,747 65,058 822,829
Income taxes 23,795 25,523 26,573 244,919
Income before minority interest 34,138 60,224 38,485 577,910
Minority interest in subsidiaries 407 271 454 2,601
Net income ¥33,731 ¥59,953 ¥38,031 $575,309
Yen U.S. dollars
Per share:
Net income ¥185.04 ¥305.32 ¥204.70 $2.93
Cash dividends ¥18.00 ¥22.00 ¥18.00 $0.21

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

Thousands of
Millions of yen U.S. dollars
Three months
Three months ended ended
December 31 December 31,
2003 2004 2004
Net sdes ¥398,070 ¥429,674 $4,123,155
Cost of sales 280,836 309,697 2,971,855
Gross profit 117,234 119,977 1,151,300
Selling, general and administrative expenses:
Salaries and wages 19,469 20,217 194,002
Advertising 9,832 11,710 112,369
Sales promotion 9,940 9,961 95,586
Research and devel opment costs 9,816 11,595 111,266
Shipping costs 6,583 5,470 52,490
Provision for doubtful accounts 43 (62) (595)
Other 29,653 30,109 288,926
85,336 89,000 854,044
Operating income 31,898 30,977 297,256
Other income:
Interest and dividend income 357 432 4,625
Net gain on foreign exchange 434 - -
Other 1,774 1,439 13,809
2,565 1,921 18,434
Other expenses:
Interest expenses 1,687 1,620 15,546
Net loss on foreign exchange - 1,858 17,829
Loss on disposal of property, plant and equipment 909 1,281 12,293
Reorganization costs 481 - -
Other 2,242 1,965 18,856
5,319 6,724 64,524
Income before income taxes and minority interest 29,144 26,174 251,166
Income taxes 11,792 6,084 58,382
Income before minority interest 17,352 20,090 192,784
Minority interest in subsidiaries 184 (390) (3,742)
Net income ¥17,168 ¥20,480 $196,526

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

Nine monthsended December 31:

Millions of yen

Net
unrealized
Additional gainson
Number of ~ Common paid-in Retained other Trandation  Treasury
sharesissued stock capital earnings  securities  adjustments stock Total
Balance at March 31, 2003 151,864,592 ¥12,531 ¥10,259 ¥264,874 ¥167 (¥6,515) (¥0) ¥281,316
Net income for the ninemonths ended
December 31, 2003 - - - 33731 - - - 33731
Issuance of common stock under
public offering 44,500,000 40,673 69,242 - - - - 109,915
Cash dividends - - - (3139 - - - (3,139
Bonuses to directors and statutory
auditors - - - (196) - - - (196)
Net unredlized gain on other securities - - - - 1,774 - - 1,774
Translation adjustments - - - - - (12,012 - (12,012
Changesin treasury stock - - - - - - &) )
Balance a December 31, 2003 196,364,592  ¥53204  ¥79501  ¥295275 ¥1,941  (¥18,527) (¥1)  ¥411,393
Balance at March 31, 2004 196,364,592  ¥53204  ¥79501  ¥299575 ¥3087  (¥20,999) (¥1)  ¥414367
Net income for the ninemonths ended
December 31, 2004 - - - 59,953 - - - 59,953
Cash dividends - - - (4,320 - - - (4,320
Net unrealized gain on other securities - - - - 390 - - 390
Trandation adjustments - - - - - 2,722 - 2,722
Changesiin treasury stock - - - - - - €Y @)
Balanceat December 31, 2004 196,364,592 ¥53,204 ¥79,501 ¥355,208 ¥3477 (¥18,277) (¥2) ¥473111
Millions of yen
Net
unrealized
Additional gainson
Number of Common paid-in Retained other Trandation ~ Treasury
sharesissued stock capital earnings __ securities _adjustments  stock Total
Balance at March 31, 2003 151,864,592 ¥12,531 ¥10,259 ¥264,874 ¥167 (¥6,515) (¥0) ¥281,316
Net income - - - 38,031 - - - 38,031
Issuance of common stock under
public offering 44,500,000 40,673 69,242 - - - - 109,915
Cash dividends - - - (3,139 - - - (3,139
Bonuses to directors and statutory
auditors - - - (196) - - - (296)
Net unrealized gain on other securities - - - - 2,920 - - 2,920
Trandation adjustments - - - - - (24,484) - (14,484)
Changesin treasury stock - - - - - - () (@)
Balance a March 31, 2004 196,364,592 ¥53,204 ¥79,501 ¥299,575 ¥3,087 (¥20,999) (¥1) ¥414367
Thousands of U.S. dollars
Net
unrealized
Additional gainson
Common paid-in Retained other Trandation  Treasury
stock capital Earnings securities  adjustments stock Total
Balance at March 31, 2004 $510,546 $762892 $2,874,725 $29,623  ($201,507) ($10) $3,976,269
Net income for the nine months ended
December 31, 2004 - - 575,309 - - - 575,309
Cash dividends - - (41,455) - - - (41,455)
Net unrealized gain on other securities - - - 3,742 - - 3,742
Translation adjustments - - - - 26,121 - 26,121
Changesin treasury stock - - - - - 9 9
Balanceat December 31, 2004 $510546  $762,892 $3,408,579 $33,365 ($175,386) ($19) $4,539,977

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

Millions of yen

Net
unrealized
Additional gainson
Numberof ~ Common paid-in Retaned other Trandation  Treasury
sharesissued stock capital earnings  securities  adjustments stock Total

Balance at September 30, 2003 196,364,592 ¥53,204 ¥79501  ¥279.874 ¥1,856 (¥15,565) (¥0) ¥398,870

Net income for the three monthsended

December 31, 2003 - - - 17,168 - - - 17,168

Cash dividends - - - (1,767 - - - (1,767)

Net unrealized gain on other securities - - - - 85 - - 85

Trandation adjustments - - - - - (2,962 - (2,962

Changesin treasury stock - - - - - - &) )
Balance at December 31, 2003 196,364,592 ¥53,204 ¥79,501 ¥295,275 ¥1,941 (¥18,527) (¥1) ¥411393
Balance at September 30, 2004 196,364,592 ¥53,204 ¥79501  ¥337,281 ¥2,838 (¥12,195) (¥2)  ¥460,627

Net income for the three months ended

December 31, 2004 - - - 20,480 - - - 20,480

Cash dividends - - - (2,553 - - - (2,553

Net unrealized gain on other securities - - - - 639 - - 639

Trandation adjustments - - - - - (6,082 - (6,082)

Changesin treasury stock - - - - - - () (0)
Balanceat December 31, 2004 196,364,592  ¥53204  ¥79,501 _ ¥355208 ¥3477  (¥18.277) (¥2)  ¥473111

Thousands of U.S. dollars
Net
unrealized
Additional gainson
Common paid-in Retained other Trandation  Treasury
stock capital earnings securities  adjustments stock Total

Balance at September 30, 2004 $510,546 $762,892 $3,236,552 $27,233  ($117,024) ($19) $4,420,180

Net incomefor the three months ended

December 31, 2004 - - 196,526 - - - 196,526

Cash dividends - - (24,499) - - - (24,499)

Net unrealized gain on other securities - - - 6,132 - - 6,132

Transation adjustments - - - - (58,362) - (58,362)

Changesin treasury stock - - - - - (9 (0)
Balanceat December 31, 2004 $510546  $762892 $3408579  $33365 ($175,386) ($19) $4,539,977

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

Nine monthsended December 31:

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

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

Thousands of
Millions of yen U.S. dollars
Year Nine months
Nine months ended ended ended
December 31 March 31, December 31,
2003 2004 2004 2004

¥33,731  ¥59,953  ¥38,031 $575,309

81,888 75925 111,018 728,577
2,044 - 2,044 -
54 4 (261) 38
(2,430) 7585  (13,338) 72,786
2214 2,808 5511 26,945
(166) (183) (172) (1,756)
8,350 6810 11,363 65,349
(36,397)  (59,760) 6,224 (573,457)
(6,737)  (30,011) 4,042 (287,986)
41,591 37,693 13,247 361,702
3,565 5,300 (1,826) 50,859
10,883 20,108 6,786 192,957

138,590 126,232 182,669 1,211,323

(52,312) (68,353)  (65,416) (655,916)

3,712 1,922 4,309 18,444
(6,095 (5641  (7,917) (54,131)

(348) (820) (441) (7,869)
3,258 (433) 4,136 (4,155)

(51,785) _ (73,325) _ (65,329) (703,627)

(65,240)  (26,081)  (76,076) (250,274)
52,500 - 92,530 -
(63542)  (51,808) (164,304) (497,150)

109,915 - 109,915
(3134) (43200  (3,134) (41,455)
182 (588) 151 (5,642)
30,681 _ (82,797) __ (40,918) (794,521)
(2,803) 3,157 (3,527) 30,295
114,683 ~ (26,733) 72,895 (256,530)

192,288 265,183 192,288 2,544,698
¥306,971 _¥238,450 _¥265,183 $2,288,168

¥1,227 ¥1,932 ¥1,681 $18,539
(¥4,726) _ (¥4,336) _ (¥6,610) ($41,608)
(¥11,880) _(¥13.413) _ (¥17.036) ($128,711)

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

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

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

Thousands of
Millions of yen U.S. dollars
Three months
Three months ended ended
December 31 December 31,
2003 2004 2004
¥17,168 ¥20,480 $196,526
28,020 28,916 277,478
481 - -
11 (150) (1,439)
(701) 2,082 19,979
418 1,277 12,254
(45) (72 (691)
2,307 (1,212) (11,630)
(39,336) (53,264) (511,122)
8,003 14,099 135,294
25,030 27,287 261,846
5,829 2,705 25,957
18,313 22,538 216,275
65,498 64,686 620,727
(10,743) (25,087) (240,735)
2,000 637 6,113
(1,307) (1,688) (16,198)
(224) (35) (336)
457 (2,211) (21,217)
(9,817) (28,384) (272,373)
(41,408) (8,157) (78,275)
25,000 - -
(653) (4,697) (45,072)
(1,767) (2,553) (24,499)
288 (235) (2,255)
(18,540) (15,642) (150,101)
(179) 144 1,382
36,962 20,804 199,635
270,009 217,646 2,088,533
¥306,971 ¥238,450 $2,288,168
¥366 Y474 $4,549
(¥1,467) (¥1,391) ($13,348)
(¥3,656) (¥4.591) ($44,055)

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

1. Basisof presenting consolidated financial statements:

(1) Background -

Seiko Epson Corporation (the “Company”) was originaly 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 Asia/Oceania.

(2) Basisof presenting consolidated financial statements -

The Company and its subsidiaries in Japan maintain their records and prepare their financial statementsin
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 financia statements of the Company and its consolidated subsidiaries and
affiliates (collectively “Epson”) as of December 31, 2004, and for the three months and nine months ended
December 31, 2004 are prepared on the basis of accounting principles generally accepted in Japan, which
are different in certain respects as to application and disclosure requirements of International Financial
Reporting Standards, and are compiled from the consolidated financial statements prepared by the
Company as required by the Securities and Exchange Law of 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
generally accepted accounting principles 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.

2. Summary of significant accounting policies:

(1) Consolidation and investmentsin 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, all mgjority-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 such companies are effectively controlled by other
companies through the interests held by a party who has a close relationship with the parent in accordance
with Japanese accounting standards. All significant inter-company transactions and accounts and

unrealized inter-company profits are eliminated upon consolidation.
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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.

(2) Foreign currency trandation and transactions -

Foreign currency transactions are trandated 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 affiliates 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 financial statement
trandation differences are recorded in the consolidated balance sheet as a separate component of

shareholders’ equity.

(3) Cash and cash equivalents -

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 initial

maturities of three months or less and which present low risk of fluctuation in value.

(4) Financia instruments -

(8 Investmentsin debt and equity securities:

Investments in debt and equity securities are classified into three categories. 1) trading securities,
2) held-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
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.
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(b) Derivative financia 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
at 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 accountsis 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 eguipment, including significant renewals and improvements, are carried at cost less
accumulated depreciation. Maintenance and repairs, including minor renewals and improvements, are
charged to income as incurred. Depreciation of property, plant and equipment is mainly computed based
on the declining-balance method for the Company and its Japanese subsidiaries and on the straight-line
method for foreign subsidiaries at rates based on the estimated useful lives.  For buildings acquired by the
Company and its Japanese subsidiaries on or after April 1, 1998, depreciation is computed based on the
straight-line method, which is prescribed by Japanese income tax laws. When property, plant or
equipment is retired or disposed of, the difference between the net book value and sales proceeds, if any, is

charged or credited to income.

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

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

(7) Intangible assets -

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

accounting standards for impairment of fixed assets.

(9) Accrued bonuses -

Accrued bonuses to employees are provided for the estimated amounts which Epson is obligated to pay to

employees after the fiscal period-end, based on services provided during the current period.

On March 9, 2004, the Accounting Standards Board of Japan issued accounting standards concerning
accounting for bonuses to directors and statutory auditors, effective for the first fiscal year ending after this
standards issued. In the financia 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 retained earnings of the current
year. Under the accounting standards, “bonuses to directors and statutory auditors’ are expensed as

incurred. Effective as of March 31, 2004, Epson has adopted the accounting standards.

(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) Income taxes-

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 liability approach is used to recognize deferred tax
assets and liabilities for the expected future tax consequences of temporary differences between the

carrying amounts and the tax basis of assets and liabilities.

On May 29, 2003, the Company obtained approval from the National tax agency to file a consolidated tax
return 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,
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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 its Japanese subsidiaries maintain defined benefit pension plans and defined contribution

pension plans covering substantially all of their employees.

The Company and some of its Japanese subsidiaries maintain the welfare pension plan which is funded in

conformity with the funding requirements of the Japanese Welfare Pension Insurance Law.

To supplement the welfare pension plan, the Company and some of its Japanese subsidiaries maintain tax
qualified 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.

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 half from tax qualified
defined benefit plans to new tax qualified corporate defined benefit plans effective from the year beginning
April 1, 2004.

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 asan annuity. Contributions to the plans are funded through several financial institutions in accordance

with the applicable laws and regulations.

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 internal 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 approval by a resolution
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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 servicesis

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 |ease payments.

Epson has recorded substantially 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

outstanding during each applicable period.
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 financia statements and in these notes are
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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. Asthe amounts shown in U.S. dollars are for convenience only,
arate of ¥104.21 = U.S.$1, the rate of exchange prevailing at December 31, 2004, has been used.

4. Notes receivable and notes payable maturing at period-end:

Notes receivable and notes payable are settled on the date of clearance. As December 31, 2004 was a
bank holiday, notes receivable and notes payable maturing on that date could not be settled were included
in the ending balance of notes and accounts receivable, trade and notes and accounts payable, trade as

follows:

Thousands of

Millions of yen U.S. dollars
Notes receivable ¥132 $1,267
Notes payable 3,635 34,881

5. Investmentsin debt and equity securities:

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

included in investment securities at December 31, 2004 was as follows:

Millions of yen
Gross unrealized

Market value
Cost Gains Losses (carrying value)
Equity securities ¥10,669 ¥4,802 (¥81) ¥15,390
Debt securities 53 3 - 56
Other 149 - - 149
Total ¥10,871 ¥4,805 (¥81) ¥15,595
Thousands of U.S. dollars
Gross unrealized
Market value
Cost Gains Losses (carrying value)
Equity securities $102,380 $46,080 ($777) $147,683
Debt securities 508 29 - 537
Other 1,430 - - 1,430
Total $104,318 $46,109 ($777) $149,650

As at December 31, 2004, the carrying amount of unlisted equity securities and unlisted debt securities,

which were included in investment securities account, were ¥19,477 million ($186,901 thousand) and
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¥2,700 million ($25,909 thousand), respectively.

For the nine months ended December 31, 2004, other-than-temporary impairments of securities with an
aggregate market value of ¥0 million ($0 thousand) was charged to current income. Impairments are
principally recorded in cases where the fair value of other securities with determinable market values has
declined in excess of 30% of cost. Those securities are written down to the fair value and the resulting

losses are included in current income for the period.

6. Deivativefinancia instruments:

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

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

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

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

Millions of yen

Unrealized gains

Instruments Contract amounts Fair values (losses)
Forward exchange contracts:
Sold -
U.S. dollar (purchased Japanese yen) ¥6,705 ¥6,593 ¥112
Euro (purchased Japanese yen) 37,529 39,544 (2,015)
Sterling pound (purchased Japanese yen) 1,384 1,392 (8)
Australian dollar (purchased Japanese yen) 1,087 1,107 (20)
Thai baht (purchased U.S. dollar) 214 215 D
Japanese yen (purchased Euro) 1,009 1,015 (6)
U.S. dollar (purchased Euro) 363 363 0
Sterling pound (purchased Euro) 500 502 2
Polish zloty (purchased Euro) 200 207 @)
Purchased -
U.S. dollar (sold Japanese yen) 17 17 ©
Euro (sold Japanese yen) 5 5 0
U.S. dollar (sold Korean won) 1,728 1,568 (160)
U.S. dollar (sold Taiwan dollar) 432 415 a7

Total unrealized losses from forward
exchange contracts (¥2,124)

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

eligible for hedge accounting.
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Thousands of U.S. dollars

Unrealized gains

Instruments Contract amounts Fair values (losses)
Forward exchange contracts:
Sold -
U.S. dollar (purchased Japanese yen) $64,341 $63,266 $1,075
Euro (purchased Japanese yen) 360,129 379,465 (19,336)
Sterling pound (purchased Japanese yen) 13,281 13,358 (77)
Australian dollar (purchased Japanese yen) 10,431 10,623 (192)
Thai baht (purchased U.S. dollar) 2,053 2,063 (20)
Japanese yen (purchased Euro) 9,682 9,740 (58)
U.S. dollar (purchased Euro) 3,483 3,483 0
Sterling pound (purchased Euro) 4,798 4,817 (29
Polish zloty (purchased Euro) 1,919 1,986 (67)
Purchased -
U.S. dollar (sold Japanese yen) 163 163 ()]
Euro (sold Japanese yen) 48 48 0
U.S. dollar (sold Korean won) 16,582 15,047 (1,535)
U.S. dollar (sold Taiwan dollar) 4,145 3,982 (163)

Total unrealized losses from forward
exchange contracts (%$20,382)

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

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

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

7. Credit agreements:

For the nine months ended December 31, 2004, Epson entered into line of credit agreements with four
banks for an aggregate maximum amount of ¥50,000 million ($479,800 thousand). As at December 31,
2004, there were unused credit lines of ¥50,000 million ($479,800 thousand) outstanding and available.

8. Netincome per share:

Calculation of net income per share for the nine months ended December 31, 2004 was as follows:
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Thousands of
Millions of yen U.S. dollars
Net income attributable to common shares ¥59,953 $575,309
Weighted average number of common shares outstanding 196,364,154
Yen U.S. dollars
Net income per share ¥305.32 $2.93

Epson had no dilutive potential common shares, such as convertible debt or warrants, outstanding for the

nine months ended December 31, 2004.

9. Cash flow information:

Cash and cash equivalents at December 31, 2004 was composed of the following:

Thousands of
Millions of yen U.S. dollars
Cash and deposits ¥239,568 $2,298,896
Less:
Short-term bank loans (overdrafts) (423) (4,059)
Time deposits due over three months (695) (6,669)
10. Leases:

As described in Note 2 (15), Epson, as a lessee, charges periodic capital |ease payments to expense when
paid. Such payments for the nine months ended December 31, 2004 amounted to ¥5,781 million ($55,475

thousand).

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 lease assets at December 31, 2004 would have been as follows:
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Thousands of
Millions of yen U.S. dollars
Acquisition cost:

Machinery and equipment ¥80,877 $776,096
Furniture and fixtures 5,946 57,058
Intangible assets 898 8,617
87,721 841,771
Less: accumulated depreciation (37,070) (355,724)

Amounts appearing in the table above include leased property that was transferred to Epson from SANYO
Electric Co., Ltd. and its subsidiaries (“SANYO Group”) in conjunction with the combination of their

respective liquid crystal businesses.

The acquisition cost, less accumulated depreciation and net book value transferred from the SANY O Group
as capital leases that do not transfer the ownership of the assets to the lessee at the end of the lease term at
October 1, 2004, were as follows.

Thousands of
Millions of yen U.S. dollars
Acquisition cost:
Machinery and equipment ¥76,744 $736,436
Furniture and fixtures 1,196 11,477
77,940 747,913
Less: accumulated depreciation (28,498) (273,467)
Net book value __ oA | raase

Depreciation expenses for these leased assets for the nine months ended December 31, 2004 would have
been ¥5,277 million ($50,638 thousand), if they were computed in accordance with the straight-line method
over the periods of these capital |eases, assuming no remaining value.

Interest expense for these capital leases for the nine months ended December 31, 2004 would have been
¥524 million ($5,028 thousand).

Future lease payments for capital |eases at December 31, 2004 was as follows:

Thousands of

Future lease payments Millions of yen U.S. dollars
Due within one year ¥16,023 $153,757
Due after one year 36,265 347,999
Total ¥52,288 $501,756
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Future lease payments for non-cancelable operating leases as a lessee at December 31, 2004 was as

follows:
Thousands of
Future |ease payments Millions of yen U.S. dollars
Due within one year ¥3,005 $28,836
Due after one year 8,125 77,968
Tota ¥11,130 $106,804

In addition, future lease receipts for non-cancelable operating leases as a lessor at December 31, 2004 was

asfollows:
Thousands of
Future lease receipts Millions of yen U.S. dollars
Due within one year ¥325 $3,119
Due after one year 1,902 18,251
Tota ¥2,227 $21,370

11. Commitments and contingent liabilities:

Contingent liabilities for guarantee of employees housing loans from banks at December 31, 2004 was
¥2 743 million ($26,322 thousand). Furthermore, the amount of discounted notes, which consisted of
discounted letters of credit, at December 31, 2004 was ¥27 million ($259 thousand).
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12. Segment information:

(1) Business segment information -

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 principaly in the following three business segments categorized based on the nature of
products, markets and marketing methods.

Information-related equipment segment, including color inkjet printers, laser printers, dot matrix printers,
large format inkjet printers, and related supplies, color image scanners, LCD projectors, HDTV LCD
projection television, LCD monitors, label writers, mini-printers, printers for use in POS systems and

personal computers.

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

Precision products segment, including watches, watch movements, plastic corrective lenses, optical
devices, precision industrial robots and |C handlers.

Operations not categorized in any of the above segments, such as services offered within Epson and new
business till in the start-up phase, are categorized within “Other”.
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The table below summarizes the business segment information of Epson for the nine months ended

December 31, 2003 and 2004 and for the year ended March 31, 2004:

Nine monthsended December 31:

Information-related equipment:

Net sdes:
Customers
I nter-segment
Total
Operating expenses
Operating income

Electronic devices:
Net sdes:
Customers
I nter -segment
Total
Operating expenses
Operating income

Precision products:
Net sdes:
Customers
Inter-segment
Totd
Operating expenses
Operating income

Other:

Net sades:
Customers
Inter-segment

Totd

Operating expenses

Operating loss

Eliminations and corporate:

Net sdes
Operating expenses
Operating income

Consolidated:
Net sades
Operating expenses
Operating income

Thousands of
Millions of yen U.S. dollars
Nine months
Nine months ended Y ear ended ended
December 31 March 31, December 31,
2003 2004 2004 2004
¥685,257 ¥711,567 ¥917,116 $6,828,203
1,992 2,412 3,264 23,145
687,249 713,979 920,380 6,851,348
644,600 662,522 874,478 6,357,566
¥4?2,649 ¥51,457 ¥45,902 $493,782
¥307,976 ¥336,627 ¥413,540 $3,230,275
20,897 22,058 27,613 211,669
328,873 358,685 441,153 3,441,944
300,718 307,965 400,532 2,955,234
¥28,155 ¥50,720 ¥40,621 $486,710
¥58,967 ¥60,846 ¥77,736 $583,879
2,305 3,462 3,366 33,221
61,272 64,308 81,102 617,100
58,252 61,222 78,292 587,487
¥3,020 ¥3,086 ¥2.810 $29,613
¥3,724 ¥4,108 ¥4,851 $39,420
17,961 21,384 24,606 205,201
21,685 25,492 29,457 244,621
30,570 34,380 41,480 329,911
(¥8,885) (¥8,888) (¥12,023) ($85,290)
(¥43,155) (¥49,316) (¥58,849) ($473,236)
(43,229) (49,784) (58,940) (477,727)
Y74 ¥468 ¥o1 $4,491
¥1,055,924 ¥1,113,148 ¥1,413,243 $10,681,777
990,911 1,016,305 1,335,842 9,752,471
¥65,013 ¥96,843 ¥77,401 $929,306
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The table below summarizes the business segment information of Epson for the three months ended
December 31, 2003 and 2004:

Threemonthsended December 31:

Thousands of
Millions of yen U.S. dollars
Three months
Three months ended ended
December 31 December 31,
2003 2004 2004
Information-related equipment:
Net sales:
Customers ¥264,120 ¥278,587 $2,673,323
I nter-segment 680 838 8,042
Total 264,800 279,425 2,681,365
Operating expenses 250,351 258,939 2,484,781
Operating income ¥14,449 ¥20,486 $196,584
Electronic devices:
Net sales:
Customers ¥110,718 ¥130,430 $1,251,607
I nter-segment 7,803 7,527 72,229
Total 118,521 137,957 1,323,836
Operating expenses 99,807 124,412 1,193,858
Operating income ¥18,714 ¥13,545 $129,978
Precision products:
Net sales:
Customers ¥21,876 ¥19,341 $185,596
I nter-segment 815 1,154 11,074
Total 22,691 20,495 196,670
Operating expenses 21,096 20,161 193,465
Operating income ¥1595 ¥334 $3,205
Other:
Net sales:
Customers ¥1,356 ¥1,316 $12,629
I nter-segment 6,539 6,241 59,888
Total 7,895 7,557 72,517
Operating expenses 10,653 11,317 108,598
Operating loss (¥2,758) (¥3,760) ($36,081)
Eliminations and corporate:
Net sales (¥15,837) (¥15,760) ($151,233)
Operating expenses (15,735) (16,132) (154,803)
Operating income (loss) (¥102) ¥372 $3,570
Consolidated:
Net sales ¥398,070 ¥429,674 $4,123,155
Operating expenses 366,172 398,697 3,825,899
Operating income ¥31,898 ¥30,977 $297,256
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(2) Geographic segment information -

Net sales are attributed to geographic segments based on the country location of the Company or the
subsidiary that transacted the sale with the external customer. Principa countries and jurisdictions in each

geographic segment are as follows:

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

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

Portugal and Russia.

“ Asia/Oceania’ mainly includes China (including Hong Kong), Singapore, Malaysia, Taiwan, Thailand,
the Philippines, Australia, New Zealand, Indonesia, Korea and India.
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The table below summarizes the geographic segment information of Epson for the nine months ended
December 31, 2003 and 2004 and for the year ended March 31, 2004:

Nine monthsended December 31:

Thousands of
Millions of yen U.S. dollars
Nine months
Nine months ended Y ear ended ended
December 31 March 31, December 31,
2003 2004 2004 2004
Japan:
Net sales:
Customers ¥520,211 ¥512,393 ¥686,553 $4,916,927
I nter-segment 369,624 433,137 491,089 4,156,387
Total 889,835 945,530 1,177,642 9,073,314
Operating expenses 856,479 884,336 1,141,043 8,486,096
Operating income ¥33,356 ¥61,194 ¥36,599 $587,218
The Americas:
Net sales:
Customers ¥166,593 ¥185,774 ¥224,683 $1,782,689
I nter-segment 32,251 34,915 42,320 335,044
Totd 198,844 220,689 267,003 2,117,733
Operating expenses 191,825 208,951 255,937 2,005,095
Operating income ¥7,019 ¥11,738 ¥11,066 $112,638
Europe:
Net sales:
Customers ¥213,510 ¥246,994 ¥297,772 $2,370,156
Inter-segment 2,041 2,031 2,497 19,490
Total 215,551 249,025 300,269 2,389,646
Operating expenses 208,253 241,671 290,719 2,319,077
Operating income ¥7,298 ¥7,354 ¥9,550 $70,569
Asia/Oceania:
Net sdes:
Customers ¥155,610 ¥167,987 ¥204,235 $1,612,005
Inter-segment 369,744 381,015 478,878 3,656,223
Tota 525,354 549,002 683,113 5,268,228
Operating expenses 506,592 527,870 664,517 5,065,445
Operating income ¥18,762 ¥21,132 ¥18,596 $202,783
Eliminations and corporate:
Net sdes (¥773,660)  (¥851,098) (¥1,014,784) ($8,167,144)
Operating expenses (772,238) (846,523) (1,016,374) (8,123,242)
Operating income (10ss) (¥1,422) (¥4,575) ¥1,590 ($43,902)
Consolidated:
Net sdes ¥1,055,924 ¥1,113,148 ¥1,413,243 $10,681,777
Operating expenses 990,911 1,016,305 1,335,842 9,752,471
Operating income ¥65,013 ¥96,843 ¥77,401 $929,306
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The table below summarizes the geographic segment information of Epson for the three months ended
December 31, 2003 and 2004:

Threemonthsended December 31:

Thousands of
Millions of yen U.S. dollars
Three months
Three months ended ended
December 31 December 31,
2003 2004 2004
Japan:
Net sales:
Customers ¥195,772 ¥214,078 $2,054,294
I nter-segment 133,714 136,887 1,313,569
Total 329,486 350,965 3,367,863
Operating expenses 314,262 332,784 3,193,398
Operating income ¥15,224 ¥18,181 $174,465
The Americas.
Net sales:
Customers ¥58,825 ¥66,762 $640,649
I nter-segment 11,645 12,531 120,247
Total 70,470 79,293 760,896
Operating expenses 66,651 76,130 730,544
Operating income ¥3,819 ¥3,163 $30,352
Europe:
Net sales:
Customers ¥88,581 ¥93,923 $901,286
I nter-segment 484 899 8,627
Total 89,065 94,822 909,913
Operating expenses 83,536 92,792 890,433
Operating income ¥5529 ¥2,030 $19,480
Asia/Oceania:
Net sales:
Customers ¥54,892 ¥54,911 $526,926
I nter-segment 143,717 128,518 1,233,260
Total 198,609 183,429 1,760,186
Operating expenses 189,810 177,331 1,701,670
Operating income ¥8,799 ¥6,098 $58,516
Eliminations and corporate:
Net sales (¥289,560) (¥278,835) ($2,675,703)
Operating expenses (288,087) (280,340) (2,690,146)
Operating income (loss) (¥1,473) ¥1,505 $14,443
Consolidated:
Net sales ¥398,070 ¥429,674 $4,123,155
Operating expenses 366,172 398,697 3,825,899
Operating income ¥31,898 ¥30,977 $297,256

32



SEIKO EPSON CORPORATION

(3) Salesto overseas customers -

The table below shows sales to overseas customers by geographic region, and as a percentage of
consolidated net sales, for the nine months ended December 31, 2003 and 2004 and for the year ended
March 31, 2004:

Thousands of
Millions of yen U.S. dollars
Nine months
Nine months ended Year ended ended
December 31 March 31, December 31,
2003 2004 2004 2004
Overseas sales:
The Americas ¥175,856 ¥206,672 ¥235,116 $1,983,226
Europe 267,004 290,122 363,424 2,784,013
Asia/Oceania 239,824 226,988 310,806 2,178,179
Totd 682,684 723,782 909,346 6,945,418
Consolidated net sales ¥1,055,924 ¥1,113,148 ¥1,413,243 $10,681,777
Percentage:
The Americas 16.7% 18.6% 16.6%
Europe 25.3 26.0 25.7
Asia/Oceania 22.7 20.4 22.0
Total 64.7% 65.0% 64.3%

The table below shows sales to overseas customers by geographic region, and as a percentage of
consolidated net sales, for the three months ended December 31, 2003 and 2004:

Thousands of
Millions of yen U.S. dollars
Three months
Three months ended ended
December 31 December 31,
2003 2004 2004
Overseas sales.
The Americas ¥61,125 ¥83,723 $803,407
Europe 102,350 110,343 1,058,852
AsialOceania 86,105 73,791 708,099
Total 249,580 267,857 2,570,358
Consolidated net sales ¥398,070 ¥429,674 $4,123,155
Percentage:
The Americas 15.4% 19.5%
Europe 25.7 25.7
AsialOceania 21.6 17.1
Total 62.7% 62.3%
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Supplementary Information

Consolidated Nine months ended December 31, 2004

Cautionary Statement

This report includes forward-looking statements that are based on management’s view from
the information available at the time of the announcement. These statementsinvolverisks
and uncertainties. Actua 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, generd economic conditions, the ability of Epson to continue to timely introduce new
products and servicesin markets, consumption trend, competition, technology trend, exchange
ratefluctuations.
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—Sdesby division
(Unit: hillion yen)
Nine months ended Forecast for the year ended
December 31, Increese March 31,
%
2003 2004 2005
Information-related equipment 687.2 714.0 3.9% 976.0
Imaging & information 552.1 625.3 13.2% 841.0
Visual instruments 62.3 63.8 2.4% 98.0
System device & PC 83.3 - - % -
Other - 35.1 - % 49.0
Intra-segment sales (10.5) (10.2) - % (12.0)
Electronic devices 3289 3587 9.1% 500.0
Display 2255 2252 (0.1%) 3400
Semiconductor 1114 114.7 2.9% 137.0
Quartz device 311 38.0 22.4% 50.0
Other 23 16 (28.8%) 20
Intra-segment sales (41.9) (20.8) - % (29.0)
Precision products 61.3 64.3 5.0% 86.0
Other 21.7 255 17.6% 32.0
Inter-segment sales (43.2) (49.9) - % (62.0)
Consolidated sales 1,055.9 1,1131 5.4% 1,532.0

(Note) Divisional category of information-related equipment segment is changed to“Imaging & information”, “ Visual instruments’ and “ Other”

from the nine months ended December 31, 2004 and the year ended March 31, 2005.
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Note The divisiona category of information-related equipment segment was “ Imaging & information”, “ Visual instruments’ and “ System

device & PC' before thefiscal year beginning on April 1, 2004. System device division was united to Imaging & information division
in the year ended March 31, 2004. The divisiona category of information-related equipment segment was changed to “Imaging &
information”,“ Visua instruments’ and “ Other” from the nine months ended December 31, 2004 and the year ended March 31, 2005.

As aresult of it, net sales increased by ¥48.3 hillion in Imaging & information for the nine months ended December 31, 2004, as
compared with the amount of Imaging & information which was reported in the nine months ended December 31, 2003, and decreased
by ¥48.3 billion in Other for the nine months ended December 31, 2004, as compared with the amount of System device & PC which
was reported in the nine months ended December 31, 2003.

Net sales will increase by ¥62.5 billion in Imaging & information for the year ended March 31, 2005, as compared with the amount of
Imaging & information which was reported in the year ended March 31, 2004, and will decrease by ¥62.5 hillion in Other for the year
ended March 31, 2005, as compared with the amount of System device & PC which was reported in the year ended March 31, 2004.

The table below summarizes the sales by division of Epson for the nine months ended December 31, 2003 and 2004 and for the year
ended March 31, 2005. The sales by division for the nine months ended December 31, 2003 was categorized as if the new divisiona

classification had been applied retroactively.

(Unit: hillion yen)

Nine months ended Forecast for theyear ended Cc:;i:ij to

December 31, Increase March 31, year ended

% March 31,

2003 2004 2005 2(3/? *
Information-related equipment 687.2 714.0 3.9% 976.0 6.0%
Imaging & information 596.7 625.3 4.8% 841.0 6.1%
Visua instruments 62.2 63.8 2.4% 98.0 12.2%
Cther 38.8 35.1 (9.4%) 49.0 (9.4%)
Intra-segment sales (10.5) (10.2) - % (12.0) -%
Electronic devices 328.9 358.7 9.1% 500.0 13.3%
Display 2255 2252 (0.1%) 340.0 13.9%
Semiconductor 1114 114.7 2.9% 137.0 (6.4%)
Quartz device 311 38.0 22.4% 50.0 15.7%
Cther 23 16 (28.8%) 20 (31.0%)
Intra-segment sales (41.9) (20.8) -% (29.0) -%
Precision products 61.3 64.3 5.0% 86.0 6.0%
Other 21.7 255 17.6% 32.0 8.6%
Inter-segment sales (43.2) (49.4) -% (62.0) -%
Consolidated sales 1,055.9 1,1131 5.4% 1,532.0 8.4%
s 2
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2. Business segment information

(Unit: hillion yen)

Nine months ended Forecast for the year ended Cc:;cpr:ij to
December 31, Increase March 31, year ended
% March 31,
2003 2004 2005 22/? *
Information-related equipment
Net sales
Customers 685.2 711.6 3.8% 974.0 6.2%
Inter-segment 20 24 21.1% 20 (38.7%)
Total 687.2 7140 3.9% 976.0 6.0%
Operating expenses 644.6 662.5 2.8% 899.0 2.8%
Operating income 42.6 51.5 20.7% 77.0 67.7%
Electronic devices
Net sles
Customers 308.0 336.6 9.3% 472.0 14.1%
Inter - segment 20.9 221 5.6% 28.0 1.4%
Total 328.9 358.7 9.1% 500.0 13.3%
Operating expenses 300.7 308.0 2.4% 452.0 12.8%
Operating income 28.2 50.7 80.1% 48.0 18.2%
Precision products
Net sales
Customers 59.0 60.8 3.2% 81.0 4.2%
Inter-segment 23 35 50.2% 50 48.5%
Total 61.3 64.3 5.0% 86.0 6.0%
Operating expenses 58.3 61.2 5.1% 81.0 3.5%
Operating income 30 31 2.2% 5.0 77.9%
Other
Net sales
Customers 37 41 10.3% 50 3.1%
Inter-segment 17.9 21.4 19.1% 27.0 9.7%
Total 21.6 255 17.6% 32.0 8.6%
Operating expenses 30.5 344 12.5% 45.0 8.5%
Operating loss (89 (8.9 -% (13.0) -%
Elimination and corporate
Net sales (43.1) (49.4) % (62.0) -%
Operating expenses (43.2) (49.8) -% (62.0) -%
Operating income 0.1 04 531.6% 0.0 -%
Consolidated
Net sales 1,055.9 11131 5.4% 1,532.0 8.4%
Operating expenses 990.9 1,016.3 2.6% 1,415.0 5.9%
Operating incame 65.0 96.8 49.0% 117.0 51.2%
s 3
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Capital expenditure / Depreciation and amortization

(Unit: hillion yen)

I
Nine months ended noresse Forecast for theyear ended co:,%r:raj to
December 31, March 31, year ended
% March 31,
2003 2004 2005 200
Capital expenditure 404 112.6 178.9% 166.6 142.2%
Information-related equipment 24.0 214 (10.6%) 33.6 1.8%
Electronic devices 10.2 80.3 686.5% 1104 418.2%
Precision products 16 32 92.9% 52 30.3%
Other 46 7.7 69.3% 174 65.8%
Depreciation and amortization 814 75.7 (7.0%) 109.7 (0.6%)
4. Research and development
(Unit: billion yen)
. Increase
Nine months ended noresse Forecast for the year ended| compared to
December 31, March 31, year ended
% March 31,
2004
2003 2004 2005 %
Research and Devel opment 66.1 63.9 (3.4%) 92.7 2.5%
R&D / sdlesretio 6.3% 5.7% 6.1%
5. Management indices
(Unit: %)
Increase
Nine months ended Forecast for the year ended compared to
December 31, Increase March31, year ended
Point aren S5,
2004
2003 2004 2005 Point
Return on equity (ROE) 9.7% 13.5% 38 14.6% 37
Return on assets (ROA) 4.7% 6.8% 21 8.7% 33
Return on sales (ROS) 5.5% 7.7% 22 7.0% 24

Note 1. ROE=Net income / Beginning and ending balance average shareholders equity

2. ROA=Income before income taxes and minority interest / Beginning and ending balance average total assets
3. ROS=Income before income taxes and minority interest / Net sales
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6. Foreign exchange fluctuation effect on net sales

(Unit: hillion yen)

Nine months ended
December 31, Increase
2003 2004

Foreign exchange effect 41 (14.3) (10.2)

U.S. dollars (12.4) (11.8) 0.6

Euro 16.0 46 (11.4)

Other (7.7) (7.2) 06
Exchangerate

Yen/ U.S. dollars 115.01 108.56

Yen/ Euro 13212 134.60

Note: Foreign exchange effect=(Foreign currency salesfor the period) x (Average rate for the period — Average rate for the same prior period)

7. Inventory
(Unit: hillion yen)
December 31, March 31, December 31, Increase compared to
2003 2004 2004 March 31, 2004
Inventory 168.2 155.9 202.6 46.7
Information-related equipment 102.8 96.9 119.8 22.9
Electronic devices 52.4 457 67.9 222
Precision products 12.0 121 13.6 15
Other / Corporate 10 12 13 0.1
(Unit: days)
Turnover by days 44 40 50 10
Information-related equipment 41 39 46 7
Electronic devices 44 38 52 14
Precision products 54 55 58 3
Other / Corporate 16 15 14 @
Note: Turnover by days=Ending balanceof inventory / Prior 9 months sales per day
8.Employees
(Unit: person)
December 31, March 31, December 31, Increase compared to
2003 2004 2004 March 31, 2004
'\:r;:r?;gf;zp' oyees 92,070 84,899 86,415 1516
Domestic 21,100 21,044 22,893 1,849
Overseas 70,970 63,855 63,522 (333)
s 5




