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E——
Consolidated Balance Sheets

USHIO INC. and Subsidiaries
Years ended March 31, 2008 and 2007

Thousands of
Millions of yen U&.origllza)rs
ASSETS 2008 2007 2008
Current assets:
Cash and bank deposits (Note 11) ... ...t e ¥ 31,412 ¥ 2919 $ 313,528
Short-term investments (NOtE€ 7) . ...ttt et et e e 2,587 6,567 25,822
Notes and accounts receivable . .. ... ... . . . 37,074 42,900 370,038
Less: Allowance for doubtful accounts .......... ... ... .. ... (626) (767) (6,258)
INVENTONIES . . .o e 29,951 29,469 298,944
Deferred tax assets (NOTE 4) . . ...ttt e e e e e 3,686 3,283 36,796
Prepaid expenses and other currentassets ..., 7,830 7,572 78,154
Total CUITENT @SSt . . . .ottt et e 111,914 118,220 1,117,024
Property, plant and equipment, at cost:
Land (NOtE 3) .. vttt e e e e e e 8,849 8,805 88,326
Buildings and structures (Note 3) ...... ... .. i 30,760 26,279 306,464
Machinery and equipment (Note 3) ...ttt 34,458 34,672 343,945
CoNStrUCtioN IN PrOgreSS . .o vttt it e et e e et 617 2,099 6,164
74,684 71,855 744,899
Less: Accumulated depreciation ........... .. (36,457) (35,714) (363,344)
Property, plant and equipment, net 38,227 36,142 381,555
Investments and other assets:
Investment securities (NOte 7) . ...ttt e 55,934 76,113 558,277
Investments in and advances to affiliates ......... ... .. .. ... ..o ... 3,587 2,366 35,808
Deferred tax assets (NOTE 4) . ...ttt e e e et 207 274 2,070
Other @ssets . ...t e e 6,787 4,403 67,752
Total investments and otherassets .......... .. .. .. . i 66,516 83,157 663,907
Total @SSetS .. oot e e ¥ 216,659 ¥ 237,520 $2,162,486
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Thousands of

Millions of yen U.S. dollars
(Note 2)

LIABILITIES AND NET ASSETS 2008 2007 2008
Current liabilities:

Short-term bank loans (Note 3) ... ... e e 8,672 ¥ 3,775 $ 86,560

Current portion of long-term debt (Note 3) . ....... ... .. ... . . .. 54 3,090 545

Notes and accounts payable ....... ... .. i 15,214 21,220 151,854

Income taxes payable . ... ... e 3,055 5,676 30,497

Deferred tax liabilities (NOte 4) . ...ttt 0 4 5

Other current liabilities . ... ... ... . . 11,161 11,308 111,413
Total current liabilities ... ... i e 38,159 45,076 380,874
Long-term liabilities:

Long-termdebt (NOte 3) ... ittt e e e et 2,962 - 29,569

Deferred tax liabilities (NOte 4) . ...ttt e e 10,146 19,496 101,270

Retirement benefits (NOte 9) . ... it 463 547 4,624

Other long-term liabilities ......... ... ... i i 2,835 1,661 28,302
Total long-term liabilities . . .. ... ... 16,407 21,706 163,765
Contingent liability (Note 13)
Net assets:

Shareholders’ equity:

Common stock:
Authorized — 300,000,000 shares;
Issued — 139,628,721 shares . ...... ... 19,556 19,556 195,192

Additional paid-in capital .......... . . e 28,371 28,371 283,176

Retained earnings . . ... ot 105,323 93,141 1,051,233

Treasury stock, at COSt . ... i e (5,127) (2,984) (51,182)
Total shareholders’ equity . ..... ... e 148,122 138,084 1,478,419
Valuation, translation adjustments and other:

Unrealized holding gain on other securities . ... ...... ... ... ... .. . ... 17,150 30,594 171,183

Gainondeferredhedges .......... ... i e - 42 -

Translation adjustments .. ... i e e (4,313) 1,124 (43,054)
Total valuation, translation adjustments andother ......... .. ... .. ... ... .... 12,837 31,761 128,129

Minority interests ... ...t e 1,132 891 11,299
Total net assets ... ...t e 162,092 170,738 1,617,847
Total liabilitiesand net assets .......... ... i ¥ 216,659 ¥ 237,520 $2,162,486

See notes to consolidated financial statements.
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Consolidated Statements of Income

USHIO INC. and Subsidiaries
Years ended March 31, 2008 and 2007

Net sales

Cost of sales

Selling, general and administrative expenses (Note 5)

Other income (expenses):
Interest and dividend income
Interest expense

Other, net

Gross profit

Operating income

Income before income taxes and minority interests

Income taxes (Note 4):

Current

Deferred

Minority interests

See notes to consolidated financial statements.
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Income before minority interests

Net income (Note 10)

USHIO Annual Report 2008

Thousands of
Millions of yen u&.origuza)rs
2008 2007 2008

¥ 148,148 ¥ 151,495 $1,478,672
98,020 103,848 978,347
50,127 47,647 500,325
30,076 27,919 300,199
20,050 19,727 200,126
2,027 1,545 20,239
(377) (413) (3,766)
(165) 4,313 (1,648)

1,485 5,446 14,825
21,535 25,174 214,951
6,533 8,409 65,207
(643) 20 (6,421)
5,889 8,430 58,786
15,646 16,743 156,165
(160) (190) (1,598)

¥ 15,486 ¥ 16,553 $ 154,567

-
Consolidated Statements of Changes in Net Assets

USHIO INC. and Subsidiaries
Years ended March 31, 2008 and 2007

Thousands of

Millions of yen U.S. dollars
(Note 2)
2008 2007 2008
COMMON STOCK
Balance at beginning of year
(2008 — 139,628,721 shares; 2007 — 139,628,721 shares). . . ... ............. 19,556 ¥ 19,556 $ 195,192
Balance at end of year
(2008 — 139,628,721 shares; 2007 — 139,628,721shares). . . ................ 19,556 ¥ 19,556 $ 195,192
ADDITIONAL PAID-IN CAPITAL
Balance at beginning ofyear. . ......... .. i e 28,371 28,371 $ 283,176
Balance atend of year .. ... .. e 28,371 ¥ 28,371 $ 283,176
RETAINED EARNINGS
Balance at beginningofyear... ... ... .. . 93,141 ¥ 79350 $ 929,646
Add:
Net income . ... e 15,486 16,553 154,567
Deduct:
Distributions . ... .o e e (3,304) (2,762) (32,980)
Balance atend ofyear .. ... ... i e e 105,323 ¥ 93,141 $1,051,233
TREASURY STOCK, AT COST
Balance at beginning ofyear. . ......... .. i e (2,984) ¥ (1,895 $ (29,787)
Net change duringtheyear.......... ... .. .. ... . .. (2,143) (1,088) (21,395)
Balance atend of year. ... ... i e (5,127) ¥ (2,984 $ (51,182)
UNREALIZED HOLDING GAIN ON OTHER SECURITIES
Balance at beginning of year. . ... i e 30,594 ¥ 24,611 $ 305,368
Net change duringtheyear....... ... ... . .. . .. . . . i .. (13,443) 5,982 (134,185)
Balance atend of year. ... ... .. 17,150 ¥ 30594 § 171,183
GAIN ON DEFERRED HEDGES
Balance at beginningofyear. .. ... ... .. . 42 ¥ -5 428
Net change duringtheyear........ ... i, (42) 42 (428)
Balance atend of year. ... .. ... i - ¥ 42 % -
TRANSLATION ADJUSTMENTS
Balance at beginning ofyear. . ....... ... . i e 1,124 ¥ 539 $ 11,222
Net change duringtheyear.......... ... .. .. .. . .. (5,437) 585 (54,276)
Balance atend of year . ... .. i e (4313) ¥ 1124 $ (43,054)
MINORITY INTERESTS
Balance at beginning of year. . ... i 891 ¥ 740 $ 8,901
Net change duringtheyear....... ... ... . ... .. . . . .. 240 151 2,398
Balance atend of year .. ... .. e 1,132 ¥ 891 $ 11,299
See notes to consolidated financial statements.
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E——
Consolidated Statements of Cash Flows

USHIO INC. and Subsidiaries
Years ended March 31, 2007 and 2006

Thousands of

Millions of yen U.S. dollars
(Note 2)
2008 2007 2008
OPERATING ACTIVITIES
Income before income taxes and minority interests . ...................... ¥ 21,535 ¥ 25174 $ 214,951
Adjustments to reconcile income before income taxes
and minority interests to net cash provided by operating activities:
Depreciation and amortization .......... ... .. ... .. . . i 5,834 5,179 58,236
Interest and dividend income. . ... ... (2,027) (1,546) (20,238)
Interest expense. . ... ... 3717 413 3,766
Loss (gain) on investments in business partnerships...................... 24 (67) 241
Equity in gains of affiliates. .. ........ ... ... (550) (1,020) (5,495)
Gain on sale of investment securities. . .......... i i (2,870) (2,469) (28,648)
Loss on sale of investment securities ............ ... ... .. ... .. .. ... 17 222 178
Loss on revaluation of investment securities. .. ......................... 293 - 2,928
Decrease (increase) in notes and accounts receivable. . ................... 3,911 (2,803) 39,041
INCrease in iNVENTONIES. . ..ttt e e e et e (2,148) (2,615) (21,444)
(Decrease) increase in notes and accounts payable. ...................... (4,193) 3,515 (41,851)
Other . 2,643 2,111 26,384
SUbtotal. . oo e e e 22,848 26,093 228,049
Interest and dividends received. . . ....... ... e 2,040 1,668 20,371
Interest paid . ... ... o e (365) (358) (3,651)
Income taxes Paid. . . ... ottt e (9,285) (7,331) (92,678)
Net cash provided by operating activities. .. .......... ... ... ... ..... 15,237 20,071 152,091
INVESTING ACTIVITIES
Increase in time deposits . .. ..ottt e (11,611) (8,689) (115,899)
Proceeds from time deposits . .. ... i e 15,236 1,910 152,073
Increase in short-term loansreceivable. . .. ...... ... ... ... . (13,719) (4,371) (136,936)
Proceeds from collection of short-term loans receivable. ................... 12,153 4,119 121,300
Purchases of short-term investments. .. ........... ... ... ... ... ... ....... (681) - (6,800)
Proceeds from redemption and sale of short-term investments.............. 2,167 3,365 21,638
Purchases of property, plant and equipment............................. (8,425) (6,507) (84,093)
Proceeds from sale of property, plant and equipment ..................... 321 349 3,208
Increase in intangible fixed assets. .. .......... i (585) (223) (5,849)
Increase in investment securities. . ........ it (6,800) (2,322) (67,878)
Proceeds from sale of investment securities. .. ........................... 5,255 5,474 52,452
Increase in investmentsincapital ......... ... .. . i (385) - (3,850)
Increase in long-term loansreceivable . ......... ... ... . i i, (1,210) (363) (12,087)
Proceeds from collection of long-term loans receivable . ................... 0 1 4
O el . o e e e (1,753) 27 (17,504)
Net cash used in investing activities . ....... ... ... ... ... .. .. (10,041) (7,227) (100,221)
FINANCING ACTIVITIES
Increase (decrease) in short-term bank loans. . ........................... 5,667 (6,608) 56,572
Proceeds from long-term bank loans ........... ... .. .. ... .. ... .. .. ..., 2,862 - 28,575
Repayment of long-termdebt. ... ... ... ... e (3,107) (102) (31,017)
Purchases of treasury stock . ...ttt et e (2,143) (1,088) (21,395)
Distributions paid . .. ... . . e (3,306) (2,767) (33,002)
Distributions paid to minority interests .. ....... ... ... . . . i i (58) (59) (587)
Net cash used in financing activities . .. .......... ... ... ... . ... (85) (10,625) (854)
Effect of exchange rate changes on cash and cash equivalents . ............. (2,532) 202 (25,280)
Net increase in cash and cash equivalents ............................... 2,578 2,421 25,736
Cash and cash equivalents at beginning of theyear.................... ... 25,122 22,701 250,749
Cash and cash equivalents at end of theyear (Note 11) . ................... ¥ 27,700 ¥ 25,122 $ 276,485

See notes to consolidated financial statements.
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E——
Notes to Consolidated Financial Statements

USHIO INC. and Subsidiaries

1. Summary of Significant Accounting Policies

(a) Basis of presentation

USHIO INC. (the “Company”) and its domestic subsidiaries maintain
their accounting records and prepare their financial statements in
accordance with accounting principles generally accepted in Japan,
and its overseas subsidiaries maintain their books of account in
conformity with those in their respective countries of domicile.

The accompanying consolidated financial statements of the
Company and consolidated subsidiaries (collectively, the “Group”)
are prepared on the basis of accounting principles generally
accepted in Japan, which are different in certain respects as to the
application and disclosure requirements of International Financial
Reporting Standards, and have been compiled from the consolidat-
ed financial statements prepared by the Company as required by
the Financial Instruments and Exchange Law of Japan.

For the purposes of this document, certain reclassifications
have been made to present the accompanying consolidated finan-
cial statements in a format which is familiar to readers outside
Japan. In addition, certain reclassifications have been made to the
prior year's consolidated financial statements to conform them to
the current year's presentation.

As permitted, amounts of less than one million yen have been
omitted. As a result, the totals shown in the accompanying consol-
idated financial statements (both in yen and in U.S. dollars) do not
necessarily agree with the sum of the individual amounts.

(b) Principles of consolidation and accounting for investments in
affiliates

The accompanying consolidated financial statements include the

accounts of the Company and all subsidiaries over which substan-

tial control is exerted either through majority ownership of voting

stock and/or by other means. All significant intercompany balances

and transactions have been eliminated in consolidation.

Investments in affiliates (companies over which the Company
has the ability to exercise significant influence) are stated at cost
plus equity in their undistributed earnings or losses. Consolidated
net income includes the Company’s equity in the current net
income or loss of such companies after the elimination of unreal-
ized intercompany profits.

All assets and liabilities of the consolidated subsidiaries and
affiliates are revalued on acquisition, if applicable. The excess of
cost over the underlying net equity in the net assets at the respec-
tive dates of acquisition is amortized by the straight-line method
over a period of five years or is charged or credited to income as an
extraordinary item when incurred, if immaterial.

(c) Foreign currency translation

The revenue and expense accounts of the overseas consolidated
subsidiaries are translated into yen at the average rates of
exchange in effect during the year. The balance sheet accounts,
except for the components of net assets excluding minority inter-
ests, are translated into yen at the rates of exchange in effect at
the balance sheet date. The components of net assets excluding
minority interests are translated at their historical exchange rates.
The differences arising from translation when two exchange rates
have been used are presented as translation adjustments and
minority interests in the accompanying consolidated balance
sheets.

All monetary assets and liabilities of the Company and its
domestic consolidated subsidiaries denominated in foreign curren-
cies are translated at the current exchange rates in effect at each
balance sheet date. Gains or losses resulting from the settlement

of these items are credited or charged to income.

(d) Cash equivalents

All highly liquid investments, generally with a maturity of three
months or less when purchased, which are readily convertible into
known amounts of cash and are so near maturity that they repre-
sent only an insignificant risk of any change in value attributable
to changes in interest rates, are considered cash equivalents.

(e) Short-term investments and investment securities

Trading securities are carried at fair value and held-to-maturity
securities are carried at amortized cost. Marketable securities clas-
sified as other securities are carried at fair value with any changes
in unrealized holding gain or loss, net of the applicable income
taxes, included directly in net assets. Non-marketable securities
classified as other securities are carried at cost. Cost of securities
sold is determined by the moving-average method.

(f) Inventories

Finished goods, merchandise and work in process, and raw materi-
als of the Company and its consolidated subsidiaries are stated at
cost, or at the lower of cost or market based on the following
methods:

Company Subsidiaries

Stated at cost deter-
mined by the aver-
age method.

Finished goods,
merchandise and
work in process

Principally stated at the
lower of cost or market,
cost being determined
by the first-in, first-out
method.

Stated at cost deter-
mined by the mov-
ing-average
method.

Raw materials Principally stated at the
lower of cost or market,
cost being determined
by the first-in, first-out
method.

(g) Depreciation and amortization

Depreciation of property, plant and equipment of the Company
and its domestic consolidated subsidiaries is calculated principally
by the declining-balance method based on the estimated useful
lives of the respective assets. However, buildings (excluding attach-
ments to the buildings) acquired on or after April 1, 1998 by the
Company and its domestic consolidated subsidiaries are depreciat-
ed by the straight-line method.

In accordance with a revision to the Corporation Tax Law of
Japan, effective April 1, 2007, the methods of accounting for
depreciation have been changed. Property, plant and equipment
acquired on or after April 1, 2007 are depreciated using methods
stipulated in the revised Corporation Tax Law. The impact of this
change on earnings for the year ended March 31, 2008 was
insignificant.

The revision to the Corporation Tax Law also affects the meth-
ods of accounting for depreciation of property, plant and equip-
ment that were acquired on or before March 31, 2007 by the
Company and its domestic consolidated subsidiaries. Such assets
are still depreciated using methods stipulated in the Corporation
Tax Law prior to the revision. However, effective April 1, 2007,
based on the revised Corporation Tax Law when the net book
value of an asset reaches five percent of its acquisition price, the
difference between this net book value and the memorandum
value of the asset is required to be amortized in equal installments
over a five-year period beginning in the fiscal year after that in
which the five-percent threshold mentioned above has been
reached and this expense is required to be recognized as a part of
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Notes to Consolidated Financial Statements
USHIO INC. and Subsidiaries

depreciation. The effect of the adoption of this change on operat-
ing income and income before income taxes and minority interests
for the year ended March 31, 2008 was not material.

Property, plant and equipment of the overseas consolidated
subsidiaries are depreciated mainly by the straight-line method
over the estimated useful lives of the respective assets.

Intangible assets are amortized by the straight-line method.

Software development costs are amortized by the straight-line
method over an estimated useful life of five years.

(h) Leases

Except for finance lease agreements under which the ownership of
the leased assets is deemed to be transferred to the lessee, lease
fees are charged to income when incurred.

(i) Research and development expenses

Research and development expenses are charged to income when
incurred.

(j) Allowance for doubtful accounts

The allowance for doubtful accounts is provided at an amount suffi-
cient to cover possible losses on the collection of receivables, and
has been determined based on historical experience with write-offs
plus an estimated amount for probable specific doubtful accounts
after a review of the collectibility of individual receivables.

(k) Allowance for employees’ bonuses

The allowance for employees’ bonuses represents a provision for
future payments of employees’ bonuses. The allowance is provided
at the amount which is expected to be paid.

(I) Retirement and severance benefits

The Company and certain of its consolidated subsidiaries partici-
pate in a contributory defined benefit pension plan, which entitles
employees of the Company and these consolidated subsidiaries
upon retirement to either a lump-sum payment or pension annuity
payments for life, or a combination of both, based on length of
service, basic salary at retirement and the number of years of par-
ticipation in the plan. In addition, additional retirement payments
which are not included in the plan may be made when employees
retire.

Accrued retirement benefits for employees have been provided
mainly at an amount calculated based on the retirement benefit
obligation and the fair value of the pension plan assets at year
end. Actuarial gain or loss is amortized in the year following the

2. U.S. Dollar Amounts

For the convenience of the reader, the accompanying consolidated
financial statements with respect to the year ended March 31, 2008
have been presented in U.S. dollars by translating all yen amounts
at ¥100.19 = U.5.$1.00, the exchange rate prevailing on March 31,

27 USHIO Annual Report 2008

year in which the gain or loss is recognized by the straight-line
method over the average remaining years of service of the eligible
employees (15 years). Prior service cost is being amortized as
incurred by the straight-line method over the average remaining
years of service of the eligible employees (15 years).

Consolidated subsidiaries in Japan provide for retirement
allowances for directors and corporate auditors at the full amount
which would be required to be paid if all directors and corporate
auditors resigned at the balance sheet date based on their internal
regulations.

(m) Warranty reserve

A warranty reserve is provided for expenses of after-sales serv-
ice and free repairs for products sold by the Company and its con-
solidated subsidiaries at an amount estimated to be incurred in the
future.

(n) Allowance for losses on orders

To provide for future losses on contracted orders, the Company pro-
vides an allowance for losses on orders equal to the amount that it
anticipates will be lost in fiscal years following the year ended March
31, 2008. Such allowance is provided when, at year end, the
Company foresees that it will incur losses on future orders and when
it is able reasonably to estimate the amount of such losses.

(o) Derivative financial instruments

The Company and certain consolidated subsidiaries have entered
primarily into currency and interest-related derivative transactions
in order to manage certain risks arising from adverse fluctuation in
foreign currency exchange rates and interest rates. In accordance
with the accounting standard for financial instruments, derivative
financial instruments are carried at fair value with any changes in
unrealized gain or loss charged or credited to income, except for
those which meet the criteria for deferral hedge accounting under
which unrealized gain or loss is deferred as an asset or a liability.
(p) Deferred income taxes

Deferred tax assets and liabilities have been recognized in the con-
solidated financial statements with respect to the differences
between financial reporting and the tax bases of the assets and lia-
bilities, and are measured using the enacted tax rates and laws
which will be in effect when the differences are expected to
reverse.

2008. This translation should not be construed as a representation
that yen have been, could have been, or could in the future be,
converted into U.S. dollars at the above or any other rate.

3. Short-Term Bank Loans and Long-Term Debt

Short-term bank loans consisted mainly of unsecured and secured loans payable to banks at interest rates ranging from 1.19% to 6.45%

and from 1.19% to 8.75% per annum at March 31, 2008 and 2007, respectively.

Long-term debt at March 31, 2008 and 2007 consisted of the following:

Thousands of

Millions of yen U.S. dollars
2008 2007 2008
The Company:

Loans from banks, due through 2008 at rates ranging from 1.65% t0 1.66% ................ ¥ 2,840 ¥ 2,840 $ 28,346
Consolidated subsidiaries:

Loans from banks, due through 2008 at rates ranging from 0.02% t04.70% ................ 177 250 1,768
Total long-term debt . ... ... 3,017 3,090 30,114
Less: CUITENt POITION L .o e e e e ettt e e 54 3,090 545

¥ 2,962 ¥ - $ 29,569

The assets pledged as collateral for debt at March 31, 2008 were as follows:
Millions of yen Tsf’su_sjgl?asrgf
Machinery, equipment and vehicles. . . . ... . e ¥ 22 3 221
Tools, appliances and fUINItUre . ... ... . e e e et e e e 8 85
LaNd . e e e e 206 2,064
¥ 237 § 2,370

The related debt for which the above assets were pledged as collateral at March 31, 2008 is summarized as follows:

Millions of yen

Thousands of

U.S. dollars

Short-term bank 0ans . . . . ..o ¥ 8 $ 85
Current portion of long-term debt . . . ... .. 44 441
LoNg-term debt. . . .. 108 1,079

¥ 160 $ 1,605
The aggregate annual maturities of long-term debt subsequent to March 31, 2008 are summarized as follows:
Year ending March 31 Millions of yen TB?SU.SSSI(IEr(s)f
2000 e e e e e e e e e e e e s ¥ 54§ 545
0 0 12 123
0 2,842 28,366
2012 e e e e e s 93 932
2003 e e e e e 14 148

USHIO Annual Report 2008

28



[ [
Notes to Consolidated Financial Statements
USHIO INC. and Subsidiaries

4. Income Taxes

Income taxes applicable to the Company and its domestic consoli-
dated subsidiaries comprised corporation tax, inhabitants’ taxes
and enterprise taxes which, in the aggregate, resulted in a statuto-
ry tax rate of approximately 40.7% for the years ended March 31,

2008 and 2007. Income taxes of the overseas consolidated sub-
sidiaries are based, in general, on the tax rates applicable in their
respective countries of incorporation.

The significant components of deferred tax assets and liabilities as of March 31, 2008 and 2007 are summarized as follows:

Millions of yen Thousands of

U.S. dollars
2008 2007 2008
Deferred tax assets:
Allowance for doubtful accounts. .. ... ... e ¥ 175 ¥ 270§ 1,754
Enterprise taxes payable . . ... ... e 175 309 1,754
Allowance for employees’' bonuses . ............. i e 785 886 7,840
AVL T = T a1 VA <=1 Y= 613 330 6,122
Retirement benefit eXpenses . .. ... ... it e 1,440 1,471 14,382
Allowance and accrual for retirement benefits for directors and corporate auditors.......... 551 632 5,502
Write-downs Of INVENTOMIES . . . . oo i e et e e e e 296 114 2,955
Net loss carryforwards. . . ... ... e 158 325 1,579
Revaluation loss on equity investments in affiliates. .. ......... ... ... .. il 398 - 3,974
1 1 = 2,147 1,514 21,431
Total deferred tax @ssets . . .. ... u ittt e 6,742 6,155 67,293
Deferred tax liabilities:
Unrealized holding gain on other securities. .. ... ... . e (11,831) (20,982) (118,086)
DEPrECiatioN . .. e (131) (135) (1,316)
Gain on contribution of securities to employees’ retirement benefittrust .................. (766) (766) (7,655)
Other . oo e e (265) (213) (2,646)
Total deferred tax liabilities . . ... ... i e e e e e e (12,994) (22,098) (129,703)

Net deferred tax liabilities. . ......... ... ... . i i

......................... ¥ (6252) ¥ (15943) $ (62,410)

A reconciliation between the statutory tax rate and the effective tax rates as a percentage of income before income taxes and minority
interests for the years ended March 31, 2008 and 2007 is summarized as follows:

2008 2007
Statutory tax rate . . .. 40.7% 40.7%
Reconciliation:
Increase in valuation allowance for deferred tax assets. .. ... ..ottt e (0.1) 0.1)
Income not recognized for iNCOMe tax PUIPOSES . . ... ..ottt e e et e (0.6) (0.6)
Non-deductible expenses for iNCOMe Tax PUIPOSES. . . . .. vttt e e e e et e e 0.3 0.2
Tax deductions related to R&D aCtiVities . . ... ..ottt e et et et et e (3.3) (1.2)
Foreign tax Credits . . . ... e (0.1) 0.3)
Different tax rates applied to overseas subsidiaries . .. ...........c.o it e (6.7) 4.7)
Equity in net income of affiliated companies . ... ... ... .. i e (1.0) (1.7)
OB . e (1.9) 1.2
Effective 1aX rates. . . . oo e e e 27.3% 33.5%

5. Research and Development Expenses

Research and development expenses charged to income for the years ended March 31, 2008 and 2007 were as follows:

Thousands of

Millions of yen UsS. dollars

2008 2007 2008
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¥ 5193 ¥ 4884 $ 51,833

6. Leases

The following pro forma amounts represent the acquisition costs,
accumulated depreciation/amortization and net book value of the
leased assets as of March 31, 2008 and 2007, which would have been

reflected in the accompanying consolidated balance sheets if finance
lease accounting had been applied to the finance leases currently
accounted for as operating leases:

2008
Millions of yen
Machinery Other Intangible fixed Total
and vehicles  (tools and equipment) assets (software) ota
ACQUISTEION COSES. . . oottt e ¥ 64 ¥ 154 ¥ 32 ¥ 251
Accumulated depreciation/amortization . ......... . . 36 52 26 114
Net book value. . ... .o e ¥ 27 ¥ 102 ¥ 6 ¥ 136
Thousands of U.S. dollars
ACUISTTION COSTS. . o ot ittt ittt ettt et e $ 643 $ 1,540 $ 325 $ 2,508
Accumulated depreciation/amortization . .. ... .. . 364 521 262 1,147
Net book value. . . ... . e e $ 279 % 1,019 $ 63 $ 1,361
2007
Millions of yen
Machinery Other Intangible fixed Total
and vehicles  (tools and equipment) assets (software) a
ACQUISTTION COSTS. . . ottt it e e e e e e s ¥ 59 ¥ 87 ¥ 30 ¥ 177
Accumulated depreciation/amortization .. ... 32 61 19 114
Net Book value. .. ... o e e ¥ 26 ¥ 25 ¥ 10 ¥ 63

Lease expenses related to finance leases accounted for as operat-
ing leases for the years ended March 31, 2008 and 2007 totaled
¥43 million ($432 thousand) and ¥51 million, respectively. The fol-
lowing pro forma amounts represent interest expense and depreci-
ation/amortization for the years ended March 31, 2008 and 2007,

which would have been reflected in the accompanying consolidat-
ed statements of income if finance lease accounting had been
applied to the finance leases currently accounted for as operating
leases.

Thousands of

Millions of yen U.S. dollars
2008 2007 2008
INtErESt EXPENSE . . o ot e ¥ 43 ¥ 51§ 432
Depreciation/amortization . . .. .. ... e 43 51 432

Future minimum lease payments (including the interest portion
thereon) subsequent to March 31, 2008 for finance leases account-
ed for as operating leases, except for lease agreements which stipu-

late the transfer of ownership of the leased property to the
Company and its consolidated subsidiaries, are summarized as fol-

lows:
Thousands of

Millions of yen U.S. dollars
Due Within One year OF €5s. . . . .. o e e e e e ¥ 47 $ 469
DUE SUDSEQUENT 10 ONE YEAI . . . . .ottt ittt e e et et e e e e e e 89 892
TOtal . et e e e ¥ 136§ 1,361

The amount of future minimum lease payments was less than the
threshold indicated by the Accounting Board of the Japanese
Institute of Certified Public Accountants. Accordingly, the acquisi-

tion costs of the leased assets and future minimum lease payments
include the related interest. This amount of interest included was
deemed insignificant.

Future minimum lease payments under operating leases, which are lease transactions other than finance leases, are summarized as follows:

Thousands of

Millions of yen U.s. dollars
Due Within ONe Year OF 18S. . . . ..ottt e e e e e e e e e e e ¥ 173 $ 1,732
DUE SUDSEQUENT 10 0N YEaI . . . o .ot e e e e 468 4,673
TOtal e e e e e e ¥ 641 $ 6,405
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7. Short-Term Investments and Investment Securities

1. Trading securities
Trading securities as of March 31, 2008 and 2007 are summarized as follows:
As of March 31, 2008

Millions of yen Thousands of U.S. dollars
Carrying value Loss Carrying value Loss
¥ 720 ¥ (77) $ 7,193 (777)
As of March 31, 2007
Millions of yen
Carrying value Loss
¥ 276 ¥ (39)

2. Marketable held-to-maturity securities
There were no marketable held-to-maturity securities as of March 31, 2008.
Marketable held-to-maturity securities as of March 31, 2007 are summarized as follows:

As of March 31, 2007

Millions of yen
Carrying Estimated Unrealized
value fair value gain (loss)
Securities whose estimated fair value exceeds their carrying value:
(1) Government bonds and municipalbonds ................... ¥ 50 ¥ 50 ¥ 0
Subtotal. ... ... ... . e 50 50 0
Securities whose carrying value exceeds their estimated fair value:
(1) Government bonds and municipalbonds ................... 130 129 1)
(2) Corporate bonds . ... ..ot 204 201 3)
Subtotal. ... .. 334 330 (4)
Total .o ¥ 384 ¥ 380 ¥ (4)

3. Marketable other securities
Marketable other securities as of March 31, 2008 and 2007 are summarized as follows:

As of March 31, 2008

As of March 31, 2007

Millions of yen
Acquisition Carrying Unrealized
cost value gain (loss)
Securities whose carrying value exceeds their acquisition cost:
(1) StOCK . .ot e ¥ 10309 ¥ 62,045 ¥ 51,736
(2) Bonds:
Government bonds and municipalbonds .. ............... 420 467 46
Corporatebonds . ... ... i 3,523 3,773 249
(3) Other 640 1,321 681
Subtotal ......... ... . 14,894 67,608 52,713
Securities whose acquisition cost exceeds their carrying value:
(1) StOCK . vt e 3,757 3,271 (486)
(2) Bonds:
Corporatebonds . . ... .. i 3,690 3,593 (96)
(B) Other . ... e 1,994 1,459 (535)
Subtotal ......... ... . 9,442 8,323 (1,118)
Total. oo e ¥ 24336 ¥ 75932 ¥ 51,595

4. Held-to-maturity securities sold
Held-to-maturity securities sold for the year ended March 31, 2008 are summarized as follows:

As of March 31, 2008

Millions of yen Thousands of U.S. dollars
Book value Sales value Loss on sale Book value Sales value Loss on sale
(1) Government bonds and municipal bonds ................... ¥ 130 ¥ 128 ¥ 2 $ 1302 $ 1,281 $ (21)
(2) Corporatebonds . ... ... 203 199 (4) 2,034 1,988 (46)

Held-to maturity securities sold stated above were made by a consolidated subsidiary for its financing requirements.

5. Other securities sold
Other securities sold for the year ended March 31, 2008 and 2007 are summarized as follows:

Thousands of

Millions of yen Thousands of U.S. dollars
Acquisition Carrying Unrealized Acquisition Carrying Unrealized
cost value gain (loss) cost value gain (loss)
Securities whose carrying value exceeds their acquisition cost:
(1)Stock ..o ¥ 11,031 ¥ 42,370 ¥ 31,339 $ 110,102 $ 422,898 $ 312,796
(2) Bonds:
Government bonds and municipalbonds .. ............... 420 420 0 4,195 4,196 1
Corporatebonds .. ... ... i 553 581 28 5,522 5,807 285
(3) Other 390 551 161 3,895 5,505 1,610
Subtotal . ... .. e 12,394 43,923 31,529 123,714 438,407 314,693
Securities whose acquisition cost exceeds their carrying value:
(1) StOCK . o 7,183 5,182 (2,000) 71,696 51,729 (19,967)
(2) Bonds:
Corporatebonds . ... ... i 4,377 3,989 (388) 43,690 39,817 (3,873)
(B) Other . ..o e 2,226 2,077 (148) 22,220 20,740 (1,480)
Subtotal ... ... 13,786 11,249 (2,536) 137,606 112,286 (25,320)
Total. .o ¥ 26,181 ¥ 55173 ¥ 28992 $ 261,320 $ 550,693 $ 289,373
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Millions of yen U.s. dollars
2008 2007 2008
Sale Of SECUIITIES ... i e e e e e ¥ 7,462 ¥ 1438 $ 74,481
Aggregated gain ONn sale. . ... .. e 2,870 2,469 28,648
Aggregate lossonsale . ... ... ... e 1 222 111
6. Non-marketable securities
Non-marketable securities as of March 31, 2008 and 2007 are summarized as follows:
Millions of yen TB‘.);Sggﬁasrsf
2008 2007 2008
Other securities
Unlisted StOCKS . . ..ot e ¥ 1,540 ¥ 1,207 $ 15,376
Money management fUNDS . . .. ... .. it e 30 3,903 305
Investments in business partnerships with limited liability and similar types of funds.......... 1,053 974 10,510
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7. Redemption schedule
The redemption schedule for securities with maturity dates classified as other securities and held-to-maturity securities as of March 31, 2008
and 2007 is summarized as follows:

As of March 31, 2008

Millions of yen Thousands of U.S. dollars

Due afterone  Due after five Due afterone  Due after five

9. Retirement Benefits Plans

The Company and certain of its consolidated subsidiaries have
defined benefit pension plans such as Welfare Pension Fund Plans
and lump-sum payment plans, covering substantially all employees
who are entitled, upon retirement, to annuity or lump-sum pay-
ments, the amounts of which are determined by reference to their
basic rates of pay, length of service, and the conditions under

employees’ retirement benefit trust.

The following table sets forth the funded and accrued status of
the plans, and the amounts recognized in the accompanying con-
solidated balance sheets at March 31, 2008 and 2007 for the
Company'’s and the consolidated subsidiaries’ defined benefit pen-
sion plans:

e Yot yestrowh Sl venbown e trouh
1. Bonds
(1) Government bonds and municipalbonds ................... ¥ 0 ¥ 401 ¥ 1 $ 0 $ 4,004 $ 17
(2) Corporate bonds . ... ...t 1,694 2,904 - 16,911 28,988 -
(B) Other. ... e - - - - - -
2. 0ther. ... e 100 - 1,832 1,000 - 18,287
Total o ¥ 1,794 ¥3,305 ¥ 1,833 $ 17,911 $ 32,992 $ 18,304
As of March 31, 2007
Millions of yen
oueitin e ee e e e
year five years ten years
1. Bonds
(1) Government bonds and municipal bonds ................... ¥ 50 ¥ 602 ¥ -
(2) Corporate bonds . ... ...t 2,301 3,637 236
(B) Other. ... e 0 0 0
2. 0ther. ... e - - 1,459
Total .o ¥ 2352 ¥ 4239 ¥ 1,69

8. Derivative Transactions

Summarized below are the notional amounts and the estimated fair value of the derivatives positions outstanding at March 31, 2008 and
2007.

Currency-related transactions:
As of March 31, 2008

Millions of yen Thousands of U.S. dollars
Notional Estimated Unrealized Notional Estimated Unrealized
amounts fair value gain (loss) amounts fair value gain (loss)
Bilateral transactions
Forward foreign exchange contracts
Sell:
USS oo ¥ 1,550 ¥ 1,551 ¥ (1) $ 15471 $ 15485 $ (14)
Buy:
EUNO . e e 48 50 1 483 499 16
R = T 1,039 1,225 186 10,371 12,235 1,864
Total ..o e ¥ 2637 ¥ 2827 ¥ 187 $ 26,325 $ 28219 $ 1,866

As of March 31, 2007

Millions of yen
Notional Estimated Unrealized
amounts fair value gain (loss)
Bilateral transactions
Forward foreign exchange contracts
Sell:
USS oot ¥ 708 ¥ 703 ¥ 4
EUNO .o 279 283 (3)
Buy:
EUNO . e e 61 64 2
Total .o e e e ¥ 1,050 ¥ 1,051 ¥ 3
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which termination occurs. The Company has established an

Millions of yen Thousands of

U.S. dollars
2008 2007 2008
(1) Retirement benefit obligation. . ... ... i e e ¥ (19,351) ¥ (17,1190 $ (193,149)
(2) Plan assets at fair value (including the trust fund for retirement benefits) .. .................. 14,446 16,826 144,196
(3) Unfunded net retirement benefit obligation (1)+(2) ....... ... .. i (4,904) (293) (48,953)
(4) Unrecognized actuarial gain or loss . ........ ..o 5,121 507 51,116
(5) Unrecognized prior SErviCe COSt. . ... u ittt ittt e e e e e e e e e 19 (336) 194
(6) Net liability for retirement benefits (3)+(4)+(5). . . .. oot 236 (121) 2,357
(7) Prepaid PENSION EXPENSE . . . ..t ittt et ettt e e e e e e e 624 359 6,232
(8) Accrued retirement benefits (6)-(7) . . ... oottt e e e ¥ (388) ¥ (481) $ (3,875)

Notes: 1. The government-sponsored portion of the benefits under the Welfare Pension Fund Plans is included in the amounts presented in the above table.
2. Certain consolidated subsidiaries have applied a simplified method for computing their retirement benefit obligation.

The components of retirement benefit expenses for the years ended March 31, 2008 and 2007 are outlined as follows:

Thousands of

Millions of yen U.S. dollars
2008 2007 2008
(1) Service cost (F1 and *2) . ... ittt e e e e e e ¥ 868 ¥ 848 $ 8,673
(2) INtEIESt COSt . .ottt et e e e e e e 423 390 4,229
(3) Expected return on plan @ssets . . .. ..ottt s (556) (480) (5,553)
(4) Amortization of actuarial gain or loss . . ... .. s 116 175 1,161
(5) Amortization of prior service Cost .. ... .. ... . .t (20) (36) (204)
Total retirement benefit eXxpenses (*3) ... ...t e ¥ 832 ¥ 898 $ 8,306

Notes: *1 The employees’ portion of the contributions to the Welfare Pension Fund Plans has been excluded.

*2 The retirement benefit expenses of the consolidated subsidiaries which applied the simplified method have been included in (1) service cost.

*3 In addition to total retirement benefit expenses, the Company paid ¥158 million ($1,579 thousand) and ¥11 million as additional retirement payments for the years ended
March 31, 2008 and 2007, respectively.

*4 Of the additional retirement payments mentioned in *3 above, ¥121 million ($1,213 thousand) has been recognized as an extraordinary loss for the year ended March 31,
2008 as a result of the approval of a resolution by the Board of Directors of the Company for the liquidation of Gunma Ushio, Inc. subsequent to the year ended March 31,
2008. In addition, several consolidated subsidiaries have recognized a total of ¥398 million ($3,977 thousand) as retirement expenses for defined contribution pension plans
for the year ended March 31, 2008.

The assumptions used in accounting for the above plans were as follows:

2008 2007
[T elo 10 oY - < 2.5% 2.5%
Expected rate of return on plan assets . . . .. ... o e 4.5% 4.5%
Actual cost Method . . .. ... e Unit credit method
Amortization period of Prior service CoSt. . . .. ...ttt e 15 years (straight-line method)
Amortization period of actuarial gain or loss . .. .. ... .t e 15 years (straight-line method)

10. Amounts Per Share

Amounts per share of basic net income and net assets, as presented below, are based on the weighted-average number of shares of common
stock outstanding during each year and the number of shares of common stock outstanding at each balance sheet date, respectively.

Yen U.S. dollars
2008 2007 2008
Basic Net INCOMe. . . .. e ¥ 11296 ¥ 12016 $ 1.12
NEt ASSTS . . .o e e 1,177.77 1,233.65 11.75

Per share amounts assuming full dilution have not been presented because no common stock equivalents were outstanding at March 31, 2008
and 2007.
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11. Supplementary Cash Flow Information

The following table presents a reconciliation of cash and bank deposits with cash and cash equivalents at March 31, 2008 and 2007:

Thousands of

Year ended March 31, 2007

Millions of yen UsS. dollars
2008 2007 2008
Cash and bank deposits. . . .. ..ot e ¥ 31412 ¥ 29,195 $ 313,528
Time deposits with a maturity of more than threemonths. ......... .. ... .. ... .. .. ... .. .. (3,741) (7,976) (37,348)
Short-term INVEStMENTS. . . . ... i e e e 2,587 6,567 25,822
Equity and debt securities with a maturity of more than threemonths. ......................... (2,556) (2,663) (25,517)
Cash and cash equivalents. . . ... ... e ¥ 27,700 ¥ 25122 $ 276,485

12. Segment Information

The business and geographical segment information and overseas sales of the Company and its consolidated subsidiaries for the years
ended March 31, 2008 and 2007 are outlined as follows:

Business segments
Year ended March 31, 2008

Millions of yen
Light source  Machinery for Eliminations or
application  industrial uses and Total unallocated  Consolidated
products other business amounts
I. Sales and operating income
Sales to external CUStOMErS . . . .. i e e et ¥ 143,984 ¥ 4,164 ¥ 148,148 ¥ - ¥148,148
Intersegment sales ortransfers .. ......... ... . . i 3 37 41 (41) -
Net sales . ... e 143,987 4,202 148,189 (41) 148,148
Operating @XPENSES . . . ..t ittt e e e e e e e e 124,247 3,894 128,141 (43) 128,097
Operating iNCOME. . . .. o i e e e e ¥ 19,739 ¥ 307 ¥ 20,047 ¥ 2 ¥ 20,050
1. Total assets, depreciation and capital expenditures
Total @SSETS . . ..o i e ¥171,794 ¥ 12,232 ¥ 184,027 ¥ 32,631 ¥ 216,659
Depreciation . .. ... e 5,794 40 5,834 - 5,834
Capital expenditures . . ... ...t e 7,475 133 7,608 - 7,608
Thousands of U.S. dollars
Light source  Machinery for Eliminations or
application  industrial uses and Total unallocated  Consolidated
products other business amounts
I. Sales and operating income
Sales to external CUStOmMers . .. ... ..ottt e $1,437,110 $ 41,562 $1,478,672 $ - $1,478,672
Intersegment sales ortransfers .. ... .. 31 379 410 (410) -
Netsales . ... e 1,437,141 41,941 1,479,082 (410) 1,478,672
OpErating EXPENSES . . . o i ittt e e 1,240,117 38,868 1,278,985 (439) 1,278,546
Operating INCOME. . . . ..o e e e e e $ 197,024 $ 3,073 $ 200,097 $ 29 $ 200,126
1. Total assets, depreciation and capital expenditures
Total @sSets . . ..o e $1,714,689 $ 122,096 $1,836,785 $ 325,701 $2,162,486
Depreciation . .. ... 57,835 401 58,236 - 58,236
Capital exXpenditures . . ... ... .ot e 74,612 1,332 75,944 - 75,944
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Millions of yen
Light source  Machinery for Eliminations or
application industrial uses and Total unallocated  Consolidated
products other business amounts
I. Sales and operating income

Sales to external customers . .. ... ... ... ¥ 146,387 ¥ 5108 ¥ 151,495 ¥ - ¥ 151,495
Intersegment sales or transfers .. ... . .. 44 29 73 (73) -
Netsales .. ..o e 146,431 5,137 151,569 (73) 151,495
Operating EXPENSES . . . ..ttt e e 127,163 4,684 131,848 (80) 131,768
Operating iNCoOMe. . . ... e e ¥ 19268 ¥ 453 ¥ 19,721 ¥ 6 ¥ 19,727

IIl. Total assets, depreciation and capital expenditures

Total assets
Depreciation
Capital expenditures

Notes: a) Basis of segmentation

(1) Business segments are divided into categories based on the usage of each product
in the market.
(2) Major products in each business segment:
Light source application products -
halogen lamps, xenon lamps, high pressure UV lamps, projection lamps for movie
theaters and peripheral equipment, UV curing systems, excimer VUV and Os
cleaning systems, and various other exposure systems
Machinery for industrial use and other businesses -
injection molding machinery, food packaging systems, and automatic controls

Geographical segments

......... ¥ 174405 ¥ 9,491 ¥ 183897 ¥ 53,623 ¥ 237,520
......... 5,148 31
......... 6,716 32 6,748 - 6,748

5179 - 5179

b) Included in eliminations or unallocated amounts of total assets are unallocated
amounts totaling ¥37,994 million ($379,223 thousand) and ¥58,994 million at
March 31, 2008 and 2007, respectively, which consisted primarily of surplus
funds (cash and short-term investments) and long-term investments (investment
securities, etc.) of the Company.

¢) Included in depreciation and capital expenditures are amortization and addi-
tions to long-term prepaid expenses, respectively.

Year ended March 31, 2008

Millions of yen
North ] Eliminations or ]
Japan America Europe Asia Total unallocated Consolidated
amounts

I. Sales and operating income
Sales to external customers . ............ ... ... ..., ¥ 53421 ¥ 53,794 ¥ 7,180 ¥ 33,751 ¥ 148,148 ¥ — ¥ 148,148
Intersegment salesortransfers .. .................... 21,947 1,066 769 2,499 26,283 (26,283) -
Netsales . ... 75,369 54,861 7,949 36,250 174,431 (26,283) 148,148
Operating eXpenses . . .. ...t 64,638 52,148 7,410 30,287 154,484 (26,386) 128,097
Operatingincome. ... ¥ 10,731 ¥ 2,713 ¥ 539 ¥ 5963 ¥ 19,947 ¥ 103 _¥ 20,050
. Total @ssets. .. .. ov i et ¥ 134558 ¥ 36340 ¥ 16,025 ¥ 23,868 ¥ 210,792 ¥ 5866 ¥ 216,659

Thousands of U.S. dollars

I. Sales and operating income
Sales to external customers . ............ ... ... ..... $ 533,205 $ 536,926 $ 71,667 $ 336,874 $1,478,672 $ - $1,478,672
Intersegment salesortransfers .. .................... 219,063 10,649 7,679 24,943 262,334 (262,334) -
Netsales ... 752,268 547,575 79,346 361,817 1,741,006 (262,334) 1,478,672
Operating exXpenses . .................ooiiiin... 645,161 520,493 73,962 302,296 1,541,912 (263,366) 1,278,546
Operatingincome. ... $ 107,107 $ 27,082 $ 5384 $ 59,521 $ 199,094 $ 1,032 $ 200,126
Il. Totalassets. ...t $1,343,029 $ 362,717 $ 159,948 $ 238237 $2103,931 $ 58555 $2,162,486

Year ended March 31, 2007
Millions of yen
North i Eliminations or )
Japan America Europe Asia Total unallocated Consolidated
amounts

I. Sales and operating income
Sales to external customers . ......... ... .. ... ... ¥ 60173 ¥ 54790 ¥ 6,704 ¥ 29827 ¥ 151,495 ¥ - ¥ 151,495
Intersegment sales or transfers .. .................... 21,848 720 923 2,923 26,416 (26,416) -
Netsales ... ...t 82,022 55,511 7,627 32,750 177,912 (26,416) 151,495
Operating eXpenses . . .. ....uutie it 70,131 52,982 7,025 27,863 158,002 (26,234) 131,768
Operatingincome. ...........co i, ¥ 11,891 ¥ 2,529 ¥ 601 ¥ 4887 ¥ 19910 ¥ (182) ¥ 19,727
Il. Total assets. .. .. ..ot ¥ 135553 ¥ 41142 ¥ 17,733 ¥ 23,739 ¥ 218167 ¥ 19352 ¥ 237,520

Notes: a) Geographical segments are divided into categories based on their geographical

proximity.
b) Major nations or regions included in each geographical segment:
(1)North America — U.S.A., Canada
(2)Europe — Netherlands, Germany, U.K., France
(3)Asia — China, Taiwan, South Korea, Philippines, Singapore

¢) Included in eliminations or unallocated amounts of total assets are unallocated
amounts totaling ¥37,994 million ($379,223 thousand) and ¥58,994 million at
March 31, 2008 and 2007, respectively, which consisted primarily of surplus
funds (cash and short-term investments) and long-term investments (invest-
ment securities, etc.) of the Company.
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USHIO INC. and Subsidiaries

Overseas sales
Year ended March 31, 2008

Millions of yen
North America Europe Asia Other areas Total
Ill. Overseas sales
OVErsEas SAlES . . ..ottt e ¥ 39271 ¥ 14,731 ¥ 41,329 ¥ 1,117 ¥ 96,449
Consolidated netsales . ...t e e e ¥ 148,148
Overseas sales as a percentage of consolidated netsales . .................... 26.5% 9.9% 27.9% 0.8% 65.1%

Thousands of U.S. dollars

North America Europe Asia Other areas Total
Ill. Overseas sales
OVErSEaS SAlES . . ..ttt e e $ 391,971 $147,033 $412510 $ 11,151 $ 962,665
Consolidated netsales . ... ...t e e e $1,478,672

Year ended March 31, 2007

Millions of yen
North America Europe Asia Other areas Total
I1l. Overseas sales
OVEISEAS SAlES . o . v it ittt ¥ 44135 ¥ 13,187 ¥ 35754 ¥ 769 ¥ 93,847
Consolidated netsales . ......... .. i e e e ¥ 151,495
Overseas sales as a percentage of consolidated netsales . .................... 29.1% 8.7% 23.6% 0.5% 61.9%

Notes: a) Geographical areas are divided into categories based on their geographical (3)Asia — China, Taiwan, South Korea, Philippines, Singapore
proximity. (4)Other areas — Argentina, Brazil
b) Major nations or regions included in each geographical area: c) Overseas sales consisted of sales of the Company and its consolidated sub-
(1)North America — U.S.A., Canada sidiaries.
(2)Europe — Netherlands, Germany, U.K., France

13. Contingent Liability

The Company guaranteed an affiliate’s loans borrowed from its business connections amounting to ¥295 million at March 31, 2007.

14. Business Combination

Purchase accounting-related matter a) Conditions attached to the acquisition price

Overview: The share transfer agreement provides that, from the date

The Company’s wholly-owned subsidiary, Christie Digital Systems, of acquisition until June 30, 2009, the Company will pay an

Inc. (CDS), acquired 100% of the shares of Vista Controls Systems, additional 19% of the gross profit earned by Vista Controls

Corp. for cash in a transaction dated July 9, 2007. Systems, Corp. and an additional 19% of the gross profit
earned by CDS on sales of Vista Controls Systems, Corp.'s

Objective of acquisition: products.
By incorporating the video processing systems of Vista Controls
Systems, Corp. into the Group’s cinema projector business, the b) Accounting policy

With respect to the increase in goodwill resulting from the
aforementioned payments, the Company will deem the pay-
ments to have been made at the time of its acquisition of
Cond/itions attached to the acquisition price stipulated in the share Vista Controls Systems, Corp. and will make appropriate
transfer agreement and accounting policy regarding these condl- adjustments to its acquisition price, the amount of goodwill,
tions: and the amount of goodwill that it amortizes.

Company sought to expand and deepen its video solutions business
and to increase sales in this segment.

15. Subsequent Event

The following distribution of retained earnings of the Company, which has not been reflected in the accompanying consolidated financial
statements for the year ended March 31, 2008, was approved at the annual general meeting of shareholders held on June 26, 2008:

Thousands of

Millions of yen UsS. dollars

Cash dividends (¥24 = U.5.$0.24 per share) ¥ 3,279 $ 32,737

¥ 3279 $ 32,737
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Report of Independent Auditors

Ell ERNST & YOUNG SHINNIHON « certiied public Accountants

Hibiya Kokusai Bldg.

2-2-3, Uchisaiwai-cho

Chiyoda-ku, Tokyo, Japan 100-0011
C.P.O. Box 1196, Tokyo, Japan 100-8641

Report of Independent Auditors

The Board of Directors
USHIO INC.

We have audited the accompanying consolidated balance sheets of USHIO INC. and
consolidated subsidiaries as of March 31, 2008 and 2007, and the related consolidated
statements of income, changes in net assets, and cash flows for the years then ended, all
expressed in yen. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements
based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material
respects, the consolidated financial position of USHIO INC. and consolidated subsidiaries
at March 31, 2008 and 2007, and the consolidated results of their operations and their cash
flows for the years then ended in conformity with accounting principles generally accepted
in Japan.

The U.S. dollar amounts in the accompanying consolidated financial statements with
respect to the year ended March 31, 2008 are presented solely for convenience. Our audit

also included the translation of yen amounts into U.S. dollar amounts and, in our opinion,
such translation has been made on the basis described in Note 2.

June 26, 2008
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@ CHRISTIE DIGITAL SYSTEMS CANADA, INC.
@® VISTA CONTROLS SYSTEMS, CORP.

@ BLV LICHT-UND VAKUUMTECHNIK GmbH
@® XTREME technologies GmbH

<7I77> @ USHIO PHILIPPINES, INC.

<deK>

<BRIN>

® USHIO (SUZHOU) CO., LTD.
@ TAIWAN USHIO LIGHTING, INC.

@ USHIO AMERICA. INC.

@ USHIO CANADA. INC.

@ CHRISTIE DIGITAL SYSTEMS U.S.A.. INC.
@® USHIO EUROPE B.V.

@® USHIO UK., LTD.

@ USHIO DEUTSCHLAND GmbH

@ USHIO FRANCE S.AR.L.

<7V7> @ USHIO KOREA. INC.

@ USHIO TAIWAN, INC.
@ USHIO HONG KONG LTD.
@ USHIO SINGAPORE PTE LTD.
@ USHIO LIGHTING (HONG KONG) CO., LTD.
@ USHIO SHANGHAI, INC.
fth1 1%t
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