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"We aspire to be a company
with self-discipline,

worthy of the trust placed in

us by stakeholders.”

A Message from the CEO

President,
Chief Executive Officer and Director

Nobuo Mochida

ﬂ Refer to P. 4 - 5 "Compliance"

@ Refer to P. 16 - 17 "The Hitachi Metals Group's
Code of Conduct and Stakeholders"

© Refer to P. 36 "Compliance with Product
Environmental Regulations”

n REACH (Registration, Evaluation, Authorization
and Restriction of Chemicals): EU regulation
requiring the registration and evaluation of
chemicals manufactured in or exported to the EU
region. Authorization is required for SVHC
(Substances of Very High Concern), while high-
risk substances are restricted.

Thank you for taking the time to look at the Hitachi Metals Group's 2007 CSR
Report. | would first of all like to offer my most sincere apologies for the trouble
and confusion caused by the cease and desist order and fine imposed on the
Company by the Japan Fair Trade Commission in June 2007 for violations of the
Antimonopoly Law (unreasonable restraint of trade) for certain products.

We regard this situation extremely seriously, and | would like to take this
opportunity to explain our response, as well as describe our measures regarding
compliance and other aspects of corporate social responsibility (CSR).

In addition, from the subject fiscal year we have modified our former Social and
Environmental Report into a CSR Report that focuses more on our CSR activities.
It is our belief that these changes will enhance the effectiveness of the report as a
communication tool that provides all stakeholders with corporate information.

Response to Violation of
the Antimonopoly Law

Hitachi Metals received a cease and
desist order as well as a fine from the
Japan Fair Trade Commission for its
involvement in a price cartel with
competing companies for certain
products manufactured and sold by its
Piping Components Company (Internal
company). We deeply regret that a
situation arose that runs counter to
the fundamental principle to "obey
the law and walk the path of virtue"
incorporated into the Code of Conduct
for Hitachi Metals Group Companies,
and offer our most heartfelt apologies.
We are treating this affair with extreme
seriousness. We have resolved that
such a situation will never occur again,
and have taken severe disciplinary
action against the managers and
other persons involved. The president
of the subject internal company, as
the person responsible for its conduct,
has been dismissed from his position
and given a demotion, while executive
officers, as the ones responsible for
management, have been required to
return portions of their salaries and
bonuses.

Moreover, to reaffirm that there are no
further legal violations or cases of
improper conduct, the Compliance
Committee was conducting hearings
and investigations of all sales divisions
and related departments, as well as
holding compliance training sessions
at all locations and for all employees.
We have also conducted an investi-
gation into the involvement of the all of

the industry organizations to which the
Hitachi Metals Group belongs—even
extending to whether or not it is
appropriate for us to remain a part of
them—to ensure that we avoid illegal or
improper conduct.

Strengthening
the Compliance System

Hitachi Metals' compliance system is
overseen by the Compliance Commit-
tee headed by the executive vice
president and representative executive
officer, which designates the persons
responsible for compliance throughout
the entire organization, including Group
companies. The CSR Management
Office's Compliance Group provides
administrative support for the commit-
tee. Through this structure we are
working to further the principles
embodied in the Code of Conduct for
Hitachi Metals Group Companies,
and implementing a variety of
measures to ensure compliance with
the Antimonopoly Law, such as
holding regular compliance training
seminars, and having the legal affairs
officer carry out regular audits.
Through our compliance training and
other activities we are raising the
awareness of individual employees
along with that of the department
heads, encouraging them to think for
themselves and practice self-discipline
in their actions.@

"The Best Possible Company"

The Hitachi Metals Group's conducts
its business in accordance with its



management philosophy of "contri-
buting to society as 'the best possible
company.' The foundation of this
philosophy is a belief that strength lies
in harmony. This is more than just
simply everyone getting along well in
the workplace. It is about independent-
minded individuals exchanging opinions
and working hard toward a common
goal that creates a harmonious
environment. It is this spirit, we believe,
that is the foundation for realizing the
"best possible company.”

Hitachi Metals also emphasizes
"innovation of quality” in its management,
taking pride in being a development-
oriented company providing the world
with high-value-added products rooted
in basic materials. We believe that to
be "the best possible company" the
Hitachi Metals Group must continue to
provide high-quality products, contribute
to society by developing products
that raise that value still further, and
achieve sustainable growth together
with its customers.

The Hitachi Metals Group's
CSR Policy

"The best possible company" to which
the Group aspires is built first and
foremost on a relationship of trust with
its stakeholders. The business activities
of the Hitachi Metals Group are
intimately connected to stakeholders.
A product quality issue, for example,
could cause problems for our
customers. Also, if our earnings fail to
measure up to expectations we will
end up betraying the trust placed in us
by shareholders.

The Code of Conduct for Hitachi Metals
Group Companies was established
with the aim of building a relationship of
trust with shareholders, while also
achieving sustainable growth. This
code states as the fundamental
principle for CSR that "The Company,
in its business activities and
relationships with stakeholders, will
remain conscious of social and

environmental issues and take
responsible action, thereby allowing
for the sustainable development of the
Company and society." This code of
conduct is the centerpiece of our CSR
policy, through which we conduct
specific CSR activities.@®

An Environment for
the Next Generation

Global warming is an issue that
demands immediate attention on a
global scale. As part of our measures
to address this issue, the Hitachi
Metals Group is taking steps to reduce
emissions during the manufacturing
stage of substances that contribute to
global warming, as well as proactively
expanding its lineup of environmentally
conscious products to help lessen the
burden on the environment, such as
those that conserve energy during use
by customers. By fiscal 2010, we expect
to achieve our international commitment
to reduce the volume of our CO:
emissions by 10% in comparison with
fiscal 1990 levels.

Greater emphasis is how being placed
on realizing the kind of recycling-
oriented society increasingly in
demand from the standpoint of reusing
resources. With the growing concern
over health issues, there is also a
stronger focus on the reduction or
elimination of hazardous substances,
along with other corporate activities
that lessen the burden on the
environment. The Hitachi Metals Group
was one of the first corporations to
take measures to reduce waste and
recycle materials. Along with the reuse
and recycling of materials generated
within the Company, we also actively
utilize waste from other industries. The
Hitachi Metals Group is both an
"arterial industry" that uses natural
resources to manufacture products, as
well as a "venous industry" that reuses
and recycles waste matter. We
currently manage to recycle 94% of all
waste, but continue to press ahead,

hoping to achieve zero emissions (a
recycling rate of 99% or higher) by
2010. At the same time, as part of our
measures to deal with hazardous
substances, we have completed our
measures to comply with European
Union (EU) directives regarding specific
banned substances, and have also
created a traceability system should
such substances be mistakenly released.
Going forward, we will establish as
quickly as possible measures to comply
with the new REACHH regulation.©

About the CSR Report

We believe that ensuring transparency
in management, along with proper
disclosure of corporate information are
of the highest importance in terms of
gaining the trust of stakeholders.
Accordingly, we have modified our
former Social and Environmental
Report into a CSR Report that focuses
more on our CSR activities.

This CSR Report gives us an effective
means of reflecting on the meaning of
fulfilling our social responsibility as a
corporation, and also offers an
opportunity. | feel that it allows
everyone concerned with the Hitachi
Metals Group to think seriously about
compliance and CSR, and through
mutual discussion will help us to
ensure that business is conducted in a
proper manner.

All employees of the Hitachi Metals
Group will continue to practice CSR
activities in order to strengthen the
bonds of trusts with stakeholders.
Thank you for your continued support
of Hitachi Metals.

July 2007



Compliance

Response to Violation of the Antimonopoly Law

On November 14, 2006, the Japan Fair Trade Commission conducted an on-site
inspection of the Company on suspicion that manufacturers and retailers of
polyethylene plastic pipes and fittings for gas had collaborated in fixing sales
prices to gas companies, and on June 29, 2007, issued a cease and desist order
to the Company, along with a fine. The Commission conducted another on-site
inspection on March 1, 2007, on suspicion that manufacturers and retailers of
Flexible gas piping system for gas had collaborated in fixing sales prices. We are
treating this affair with extreme seriousness, and to ensure that such a situation
never occur again, and have taken the following steps to raise awareness of
compliance, along with implementing measures to prevent a reoccurrence, including
a review of the industry organizations to which Hitachi Metals Group belongs.

1. Emergency Measures
1) Ensuring thorough awareness of compliance

a. Emergency meetings led by sales executives conducted at all sales
offices (November 2006)
Total of 7 locations, 116 employees

b. Training seminars on the Antimonopoly Law conducted by executives and
the Compliance management office (December 2006 through March 2007)
Total of 64 locations, 2,583 employees

c. Compliance seminars for executives conducted by attorneys
One session, 19 executives

2) Extraordinary audit (In-house Investigation Committee) conducted by the
Compliance Committee

Review of documents (charges, industry organizations) and hearings
conducted at all business offices, with all sales-related employees
required to submit a written compliance pledge.

3) Review of industry organizations
As part of its review of the industry organizations to which the Hitachi
Metals Group belongs, all organizations were asked to submit a report on
their internal investigations, and extraordinary audits (In-house
Investigation Committee) were conducted. Going forward, we will review
our participation in such organizations, setting standards that include 1)
participation limited to those organizations concerned with standards and
technology; 2) restrictions on who can participate; and 3) making records
of proceedings.

2. Permanent Measures

1) More extensive compliance training

2) More thorough compliance auditing

3) Self-audits on the Antimonopoly Law through e-learning

4) Renewed focus on compliance education and more thorough audits at
Group Companies

Compliance Policy

1. "Obey the law and walk the path of virtue" and, we will develop our
corporate activities in an ethical manner.

2. Strict compliance with laws and regulations is the foundation of CSR
management.

3. Action suspected of being a price cartel will not be taken.



Training session on the Antimonopoly Law

Compliance measures at the head
office facilities

Compliance measures at production
facilities facilities

Compliance measures at production

Compliance measures at production

Compliance Measures

April 2006

July

September

September
December

December

1. Fiscal 2006 Compliance Training Program

Training for new graduate
employees

Training for newly-appointed junior
executives (two sessions)

Training for newly-appointed
section managers
Company-wide training
Training for newly-appointed
managers

Meeting of group company
managers

January 2007 Training for group company

managers

Compliance measures at Group

companies companies

Compliance measures at sales offices

Compliance Hotline

In April 2005, Hitachi Metals established Hitachi
Metals 'Compliance Hotline, a whistle-blowing
system to prevent illegal activities and
misconduct from taking place throughout the
Hitachi Metals Group in Japan. Hitachi Metals'
Compliance Hotline allows for frontloaded
abatement of illegal activities and misconduct,
while enabling Group employees to seek
consultation regarding workplace-related
problems and other issues via e-mail and letters.
In cases where employees are unable to bring a
matter to their supervisor or the supervisor takes
no action, the system can be used to directly
resolve the issue.

Compliance measures at Group

2. Compliance and Risk Audits

companies

companies

Compliance measures at sales offices

At Hitachi Metals
Violation of law or
corporate regulation

Consultation with Consultation with

supervisor possible supervisor
not possible
Is problem
successfully
resolved?

e ©

Contact compliance hotline

Improvement in problem

First half of fiscal 2006
Nine internal companies, sales offices and Group

Second half of fiscal 2006
Four internal companies, sales offices and Group

At Hitachi Metals Group company
Violation of law or
corporate regulation

Consultation with Consultation with

supervisor possible supervisor
not possible
Is problem
successfully
resolved?

e ©

Is there a similar system
within the Group company?

e O

Utilize the Group
company system

Contact compliance hotline

Improvement in problem
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Consolidated Financial Highlights
Years ended March 31, 2007

Millions of yen

Years ended March 31, 2007 2006 2005 2004 2003

For the Period

Net sales 646,311 590,678 559,540 420,080 408,658
Operating income 54,722 47,502 40,401 18,576 12,599
Net income 22,062 17,165 15,218 3,408 738
Capital expenditures 36,787 29,640 25,614 17,628 16,232
Research and development 12,965 12,054 9,897 9,180 8,867
%
Return on equity 11.7 10.0 9.7 2.2 0.5
Net sales Operating income Net income
Millions of yen Millions of yen Millions of yen
700,000 60,000 25,000
646,311 54,722
22,062
600,000 590,678
' 50,000
559,540 47,502 20,000
500,000 000 40,401 17,165
420,080 ' 15,218
408,658 15,000
400,000
30,000
300,000
10,000
20,000 18,576
200,000
12,599
5,000
10,000
100,000 3.408
738
||
0" 2003 2004 2005 2006 2007 0" 2003 2004 2005 2006 2007 0" 2003 2004 2005 2006 2007
Capital expenditures Research and development Return on equity
Millions of yen Millions of yen %
40,000 14,000 14.0
36,787 12,965
12,054
35,000 12,000 120
29,640
30,000 i
10,000 Si607 100
25,614 8,867 9,180
25,000
8,000 8.0
20,000
17,628
16,232 6,000 6.0
15,000
4,000 4.0
10,000
5,000 2,000 20
05
0 2003 2004 2005 2006 2007 0 2003 2004 2005 2006 2007 00 2003 2004 2005 2006 2007

Note: The graphs above refer to figures for the fiscal years ended March 31, 2007, 2006, 2005, 2004 and 2003.



Segment Overview

The Hitachi Metals Group is centered on three main business segments-High-Grade Metal Products and Materials;
Electronics and IT Devices; and High-Grade Functional Components and Equipment. We are a development-driven
Group with extensive capabilities in advanced technology development in specialized fields. We meet the needs of
customers drawn from a broad cross section of industries, and strive to contribute to the well-being of society.

As we focus our efforts on the development of materials that will become the building blocks for tomorrow's
technologies, we are working toward the realization of society's future while maintaining sustainable growth.

High-Grade Metal Products
and Materials

High-Grade
Metal Products

» Specialty Steel Company

and Materials
» Roll Company 379%

» Hitachi Tool Engineering, Ltd.

Major Products
Molds and tool materials, electronic materials

(display-related materials, semiconductor and other package
materials) Rolls for steel, nonferrous and non-metal applications,
Injection molding machine parts, Structural ceramic components,
steel-frame joints for construction, Steel forgings, Cutting tools, Other

Net sales

Millions of yen

300,000

200,000

100,000

Mold materials
202,675
| Rolling-mill roll

Sputtering target
materials

273,567

246,075

Electronics and IT Devices

» NEOMAX Company

« Information System Components
Company

» Soft Magnetic Materials Company

Electronics
. d IT Devi
Major Products B

Magnets (Ferrite, Rare-earth magnets

[NEOMAX®], Castings, Bonded magnets and their applications)
Mobile phone components (Isolators, Multilayered devices), IT
components and materials, Soft magnetic materials (Soft ferrites,
Nano-crystalline soft magnetic materials [FINEMET®], Amorphous

soft magnetic materials [METGLAS®], Other

Net sales

Millions of yen

300,000
200,000

100,000
0

159,437

Cutting tools

159’953169,321

Magnets

2005 2006 2007

High-Grade Functional
Components and Equipment

« Automotive Components Company ol
» Piping Components Company c:;rgm;nentst

. . and Equipment
» Hitachi Metals Techno, Ltd. 299

Major Products
High-grade ductile iron castings, Heat-

resistant metal castings, Aluminum wheels and other aluminum
products, Pipe fittings, Stainless steel and plastic piping
components, Water cooling equipment, Precision mass flow control
devices, Internal and structural systems, Material handling, Other

Net sales

Millions of yen

300,000

200,000

100,000

Accelerometers

210,487
184 322

2005 2006 2007

Amorphous soft
magnetic materials

Services and Other

Major Products

Environmental analysis and consulting,
Metal materials survey and analysis
Other sales and services, Other

Net sales

Millions of yen

300,000

200,000

100,000

Large-diameter,
and fashionable
aluminium wheels

Polyethylene gas
piping system

‘ 69423 78|272

2005 2006 2007

Note: 1. The sales percentage figures shown for each business segment in relation to total sales are
calculated based on figures that include inter-segment sales and transfer amounts.
2. The graphs above refer to figures for the fiscal years ended March 31, 2007, 2006 and 2005.
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Management Plan

Concept behind the Formulation of the Medium-Term Management Plan

The Hitachi Metals Group is a development-oriented company and integral supplier of highly
functional component materials vital to the automobile, information technology (IT) and other
industries. The Group has extensive capabilities in advanced technology development in
specialized fields. Within this context, one of the Group's key management tasks is to shift from a
mature business structure to a growth-oriented structure, thereby creating a corporate structure
capable of generating sustainable growth. Under the Group's Fiscal 2005 Medium-Term
Management Plan, which ran for two fiscal years up to March 31, 2006, we implemented an action
plan aimed at preparing the ground for this important shift.

Based on the progress achieved to date, the Hitachi Metals Group is poised to enter a period of
full-fledged growth from fiscal 2006 through fiscal 2010. As part of our future vision of sustainable
growth, we are aiming for net sales of ¥700 billion and operating income of ¥70 billion in fiscal
2010. The current Medium-Term Management Plan runs for three years through fiscal 2008, ending
March 31, 2009, and is positioned as an action plan on the way to realizing our 2010 Vision.

Growth Strategy: Growth by Segment

Billions of yen

A High-Grade Functional
Components and Equipment

@ FY2008

Net sales 184.3 —> 206.0
(CAGR: 3.8%)

High-Grade Metal Products
and Materials

@ FY2008

Net sales 246.1 —> 264.0
(CAGR: 2.4%)

Electronics and IT Devices

@ FY2008,

Net sales 160.0 — 192.0
(CAGR: 6.3%)

Operatin Operatin Operatin
i“I:mme ! 93 —15.0 inl::ume ! 22.8 — 24.0 inI:;ome 0 171 — 23.0
Automotive Pipin .
Expected || components C(?m[?onents Information System
growth rate Company Company

Components Company \’

Specialty
Steel Company

4

Roll
Company
Hitachi Tool Engineering, Ltd.

Hitachi Metals Techno, Ltd.

Soft Magnetic
Materials Company
High market share >
Hercunite® ¥ NEOMAX"*
No.1 Brands g YSSD FINEMET®
Gourd HINEX Metg'as”

CAGR = Compound average growth rate

Growth Strategy by Market

Growth expectations
by market

Hitachi Metals Group
market portfolio

Nine core businesses

Growth drivers

FY2008 Medium-Term Fy2008 Medium-Term

Medium
FY2008 Management Plan

-Term

Automotive

Low emissions
Components-related

Energy conservation
280 High efficiency

Global market

High value-added

Electronics N d R
No.1 market share and energy-related FOOGIEIES : Zero emissions
Global growth o Energy conservation Eneray
g Compact conservation

Originality

Digitization

Infrastructure-related J| Long life
High performance
360 :
Energy conservation







