
I thank you for the ongoing support you have given to 
the business of the Hitachi Kokusai Electric Group.

In fiscal 2016, the global economy on the whole 
remained uncertain due to the prolonged economic 
stagnation and slowdown in emerging markets and 
uncertain economic prospects in the U.S. In the 
Japanese economy, relevant markets have been 
shrinking due to sluggish demand in the public works 
sector.

Unde r  t hese  c i r cums tances ,  t he  V ideo  and 
Communication Solutions Segment saw a year-on-
year increase in adjusted operating income, although 
its revenues decreased due to increasingly fierce 
competition in the domestic market and political 
uncertainty and economic slowdown in emerging 
economies. Meanwhile, the Thin Film Process Solutions 
Segment broke the previous year's record for revenues 
thanks to robust capital investment by semiconductor 
manufacturers in Asia. However, adjusted operating 
income in the segment decreased due to increased 
capital investment for strengthening R&D capabilities 
and increased costs  resu l t ing  f rom increased 
production levels.

As for the future outlook of the business environment 

surrounding the Group, it is expected that the global 
economy on the whole will remain unpredictable, but 
there are some positive signs, such as continued strong 
demand for semiconductors. In Japan, competition is 
expected to continue to intensify due to the shrinkage 
of the size of the relevant markets.

In such a business environment, the Group will 
implement the measures set out as follows. In the 
Video and Communication Solutions Segment, we 
will accelerate the concentration of management 
resources in solution businesses in new fields centered 
on video and wireless technologies and products, and 
vigorously promote changes in our business portfolio. 

In the Thin Film Process Solutions Segment, we 
will work to expand the market share of vertical 
semiconductor manufacturing systems by expanding 
the mass production of new products and further 
promoting sophistication. We also seek to achieve 
further growth and expansion of our service businesses 
through the evolution of product life cycle business.

In its Corporate Statement, the Group stipulates 
the role it seeks to play to help realize a sustainable 
society as follows: "The Hitachi Kokusai Electric 
Group strives to realize a society of security, safety 
and happiness, creates value by applying advanced 
technologies, and pushes the boundaries of tomorrow." 
Realizing a safe and secure society by responding to 
natural disasters, crime, the threat of terrorism, and 
increased risks associated with transportation and 
industrial development—and pursuing technological 
innovation to that end—as well as supporting people 
everywhere in their pursuit of happy and affluent lives 
are the major issues the Group seeks to address. 

From a medium- to long-term perspective focused 
on achieving a sustainable society, the Group will, 
in accordance with the internationally recognized 
ISO 26000 guidelines, continue its efforts to: reduce 
environmental impacts resulting from production 
activities undertaken in implementing the business 
strategies mentioned above, respect human rights, 
pursue diversity in regard to employment and training, 
observe laws and regulations, and foster an upright 
corporate culture, as set out in the Hitachi Kokusai 
Electric Way and the Guidelines and Commitments. 
The Group has communicated these norms to all 
directors and employees, as well as established a 
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We will create true value for customers and 
society with the aim of creating an affluent and 
sustainable future.
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relevant internal control system as required. The 
Group will also deepen dialogues with stakeholders 
in each region and promote "collaborative creation" to 
realize a sustainable future. 

Regrettably, however, in February 2017, our Company 
was issued with a cease and desist order by the Fair 
Trade Commission, which found us in violation of the 
Antimonopoly Act with regard to our supply of fire 
rescue digital radio equipment. We are keenly aware 
of the gravity of this situation and hereby pledge to 
strengthen initiatives related to legal compliance to 
prevent and eradicate any and all violations of laws 
and regulations, thereby regaining the trust of our 
stakeholders.

As announced on April 26, 2017, a tender offer (the 
"Tender Offer") is scheduled to be conducted by the 
special-purpose company of U.S. investment fund 
Kohlberg Kravis Roberts & Co. L.P. for the common 
shares of the Company, and our Company confirmed 
that it would support the Tender Offer if it were 
commenced.* If the Tender Offer is successfully 
completed, the two segments of the Company will be 
independent by early January 2018. While accelerating 
the resolution of issues under their respective new 
capital partners, both the video and communication 
solutions business and the thin film process solutions 
business will strive to respond to the qualitative 
changes occurring in social infrastructure, as well as 
the innovations in the semiconductor industry brought 
about by the arrival of the smart society, by leveraging 
the technologies that our Group has accumulated over 
the years, working in collaboration with the Hitachi 
Group or engaging in collaborative creation projects 
with customers, thereby aiming to further improve 
their corporate value.

We sincerely ask for your continued guidance and 
support.

June 28, 2017

Kaichiro Sakuma
President and Chief Executive Officer

*  For details of the Company's stance regarding the Tender Offer 
and other related matters, see the Company's news release 
dated April 26, 2017.
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