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1. CONSOLIDATED FINANCIAL RESULTS FOR FISCAL 2004 (April 1, 2004 to March 31,
2005)

(1) Consolidated Operating Results (Figures less than ¥1 million have been omitted.)

Net sales Operating income Ordinary income
(Million yen) % (Million yen) % (Million yen) %
Fiscal 2004 117,408 19.6 10,391 62.7 10,334 62.8
Fiscal 2003 98,207 (8.6) 6,385 58.2 6,347 77.8
Net income Net income | Net income Net income/ Ordinary Ordinary
per share per share | Shareholders’ income income
(after full equity [Total /Sales
dilution) assets
(Millionyen) % (yen) (yen) % % %
Fiscal 2004 8,363 96.7 78.78 78.67 9.1 9.0 8.8
Fiscal 2003 4,251 39.17 39.17 4.8 5.7 6.5

Notes: 1. Investment income and losses resulting from the application of the equity method:

Fiscal 2004 : ¥(23 million)

Fiscal 2003 : ¥(20 million)

2. Average number of shares outstanding during the period (consolidated):

Fiscal 2004 : 105,431,189 shares
Fiscal 2003 : 107,320,490 shares
3. Changes in accounting methods: None
4. Percentages in the columns of net sales, operating income, ordinary income, and net income

indicate changes from the previous fiscal year.
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(2) Consolidated Financial Position

Total assets

Shareholders’ equity

Shareholders’ equity

Shareholders’ equity

ratio per share
(Million yen) (Million yen) (%) (Yen)
Fiscal 2004 120,506 94,906 78.8 904.62
Fiscal 2003 109,218 88,983 81.5 832.16

Note: Number of shares issued at end of the period (consolidated):

Fiscal 2004 : 104,849,349 shares

Fiscal 2003 : 106,873,086 shares

(3) Consolidated Cash Flows

Operating activities

Investing activities

Financing activities

Cash and cash
equivalents at end of

the period
(Million yen) (Million yen) (Million yen) (Million yen)
Fiscal 2004 9,231 (8,043) (2,565) 23,366
Fiscal 2003 3,328 (1,018) (6,663) 24,896

(4) Scope of Consolidation/Equity Method Accounting

Consolidated subsidiaries: 22

Unconsolidated subsidiaries accounted for by the equity method: 1

Affiliates accounted for by the equity method: 1

Unconsolidated subsidiaries: 1

(5) Changes in Scope of Consolidation/Equity Method

Newly consolidated subsidiaries: 2

Subsidiaries excluded from consolidation: 3

Companies included in equity method accounting: 0

Companies excluded from equity method accounting: O

2. FORECAST FOR CONSOLIDATED FINANCIAL RESULTS FOR FISCAL 2005 (April 1,
2005 to March 31, 2006)

Net sales Ordinary income Net income

(Million yen) (Million yen) (Million yen)
Interim 60,500 5,400 3,700
Full-year 123,000 11,000 7,700

(Estimated net income per share for fiscal 2005 (Full-year) : ¥72.90)




Management Policies

1. Basic Management Policy

The Hitachi Koki Group’s basic management policy is to contribute to society by providing
products and services that incorporate globally top-class technologies, and as a global
corporation, we offer high-performance, high-quality power tools and other products to
customers throughout the world. In addition, as a member of society, the Company is
committed to the complete adherence to its corporate philosophy of “Basic Principles and the
Path of Virtue,” and we will continue to strengthen our compliance with this corporate
philosophy.

In line with its basic management policy, the Hitachi Koki Group is working to improve its
performance. Specifically, as a result of the Group’s dedicated efforts to achieve the goals put
forward in its medium-term management plan, ending March 31, 2006, targets for net sales
and income were achieved in the current period—one year ahead of schedule, and results for
net sales and income have substantially exceeded management plan targets.

2. Medium- and Long-Term Corporate Strategies

Up to now, the Group has implemented various management strategies with the aim of rapidly
achieving the “G13"—a global market share of 13% or more in the power tools market—to
establish itself as one of the world’s major players in an intensely competitive global arena. As
a result, we are likely to achieve our G13 goal in fiscal 2005, ending March 31, 2006, and, as
our next goal, we intend to become one of the top players in the global power tools market.

Continuing in its medium- and long-term corporate strategies, the Group is aiming at (1)
advancing the globalization of its operations, (2) the establishment of a system to be able to
quickly meet users’ needs and the prompt launch of new products, (3) the reinforcement of
Hitachi Koki’'s status as the top manufacturer in Japan, (4) the improvement of Hitachi Koki's
brand image in the global market, and (5) the creation of new businesses and entry into new
areas, whereby expanding sales and improving competitiveness to enhance profitability. To
achieve these goals, the Group, in addition to its ongoing strategies for growth and expansion,
will take various aggressive measures including (1) developing M&A and business alliances,
(2) expanding sales in Europe and (3) making the pneumatic tools business the world leader.

With regard to M&A, Hitachi Koki has acquired shares in a leading northern European power
tool sales company, Markt & Co AS, and made it a subsidiary in January 2005, to work to
construct its own marketing network in the region. In addition, the Company has acquired the
shares in a respected player in the domestic diamond tool market, Sankyo Diamond Industrial
Co., Ltd., and made it into a subsidiary in March 2005 with the aim of breaking into the
accessories business, which is expected synergy effects to fuel reciprocal growth with the
power tools sector. The Company will continue to actively utilize M&A as an important measure
to expand its business foundation.

3. Basic Policy Concerning Profit Distribution

Decisions to distribute profits to shareholders and retain earnings are made after taking full
account of future business plans, performance, financial conditions, and other factors. In



addition, Hitachi Koki strives for the efficient allocation of retained earnings, concentrating
investments on core products and technologies as well as for rationalizing facilities and
channeling funds to M&A likely to produce synergy effects to fuel reciprocal growth with other
Group operations.

Hitachi Koki raised its ordinary interim cash dividend by ¥1 per share, to ¥9 per share, and, to
response to its shareholder support, the Company has decided to raise its fiscal year-end
ordinary dividend payment by a further ¥1 per share, to ¥10. Furthermore, we have decided to
make an additional ¥1 special dividend to reflect our strong business performance, placing the
year-end dividend payment at ¥11. Accordingly, the full-year dividend is ¥6 higher than in fiscal
2003, at ¥20 per share.

4. The Company’s Views and Policies Regarding the Reduction of Investment Units

The Company recognizes that the reduction in the size of investment units is an effective
measure to improve the liquidity of its shares and to accelerate the increase in the number of
its shareholders and that the size of investment units is an issue that should be carefully
reviewed by the Company with due consideration given to liquidity conditions in the market for
the Company’s stock, the composition of shareholders, and other pertinent factors. The
Company will continue to deliberate this issue to set up the most appropriate size of the
investment unit.

5. Basic Policy on Corporate Governance and the Status of Implementation thereof
(1) Basic Policy on Corporate Governance

Hitachi Koki is working to strengthen its corporate governance as a key management issue in
order to reinforce the management oversight as well as to establish the system in which the
Company can make and execute rapid and accurate managerial decisions. We have also
established a Compliance Division to ensure strict compliance with all applicable laws and
regulations. In addition, we have put in place the Hitachi Koki Corporate Code of Conduct as
the basis for all corporate activities, clarifying the Group’s fundamental principles and conduct
guidelines.

(2) Status of Implementation of Corporate Governance Measures

The Company employs the “company with auditors” system, and an overview of its corporate
governance-related organizations and internal control systems is provided below.

Our Board of Directors comprises nine directors, and Board of Directors’ meetings are held
once a month in principle. In addition, four auditors, including two outside auditors, attend
Board of Directors’ meetings. The Board of Directors makes decisions pertaining to the
execution of Hitachi Koki’s important business operations and supervises duties performed by
the representative director and other directors.

The Company does not elect outside directors. Although we think that outside directors help to
ensure appropriate management, we believe that the current directors adequately maintain
this standard.

The Board of Auditors comprises four auditors, including two outside auditors, and Board of
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Auditors’ meetings are held once a month in principle. In line with auditing policies stipulated
by the Board of Auditors, auditors conduct audits, attend Board of Directors’ and other
important meetings, receive reports on operations from directors and relevant employees,
review important documents submitted for approval, examine the business operations and
asset conditions of headquarters and principal offices, receive reports on affiliates, and
supervise directors’ performance of duties.

Under the Company’s risk management structure, the Internal Auditing Office works to identify
potential risks by conducting periodic audits of its departments and affiliates, which are carried
out under the supervision of the Board of Directors and the Corporate Executive Committee. In
addition, the department involved in dealing with potential risks resolves identified risks along
with the Legal Section or other departments responsible for handling identified risks. The
Company also receives guidance from outside lawyers, certified public accountants, and other
experts as necessary.

Regarding accounting audit, the Company is working to ensure its appropriate accounting
treatment and management transparency through receiving accounting audits conducted by
KPMG Azsa & Co., our accounting auditor. The Company is preparing an internal control base
in line with the Committee of Sponsoring Organizations of the Treadway Commission (COSO)
Framework.

6. Matters Related to Hitachi Koki’'s Parent Company and Other Related Companies

(1) Business Name of the Parent Company etc.
(As of March 31, 2005)

Proportion of the Securities exchanges and other
Parent Attributes company’s shareholder | financial markets listing shares
company, etc. voting rights held by the | issued by the parent company,
parent company, etc. etc.
Tokyo Stock Exchange, Osaka
Relevant Securities Exchange, Nagoya
companies in Stock Exchange, Fukuoka
the case that Stock Exchange, Sapporo
Hitachi. Ltd the I_isted 38.02% Securities Exchange,

T company is an (10.76%) Luxembourg Stock Exchange,
affiliate of Frankfurt Stock Exchange,
other Amsterdam Stock Exchange,
companies Paris Stock Exchange, and

New York Stock Exchange

Notes: The parenthetical figure under “Proportion of the company’s shareholder voting rights
held by the parent company, etc.” represents that part of the percentage of shareholder’s
voting rights indirectly held.

(2) Position of the listed company (Hitachi Koki) in the corporate group of the parent company,
etc. and its relationship with other listed companies and the parent and other companies

The Company, as a member of the Hitachi Group sharing the Hitachi brand, maintains close
relationships with its principal shareholder, Hitachi, Ltd., and other members of the Hitachi
Group.

It is the Company’s basic policy to maintain autonomous operations in business and
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transactions with Hitachi, Ltd. and each of the other Hitachi Group companies.

With regard to matters related to trading with the parent company and other members of the
Hitachi Group, the Company utilizes the Hitachi Group fund pooling system as a way to
manage surplus funds.

Operating Results and Financial Position
1. Operating Results

With regard to the Japanese economy in the period under review, rebounding corporate profits
boosted capital spending; however, initial gradual increases in personal consumption tapered
off and then flattened out and previously robust housing investment lost steam. Also, the
strong tone of recovery observed in the first half of the fiscal year waned in the second half. In
contrast, in overseas markets, the U.S. and Asian economies continued to fare well, although
European economic recovery softened somewhat.

In this business climate, the Hitachi Koki Group worked to overcome intense global
competition and establish itself as a one of the world’s major players by implementing
proactive management strategies that focus on the key Groupwide tasks of achieving a two-
digit global market share—‘the G13 challenge”™—ensuring that medium-term management
plan goals are met, and promoting the management mind to put the first priority on customer
needs.

Thanks to these efforts, the Hitachi Koki Group successfully expanded its sales and estimates
that it has won a two-digit global market share. In addition, as mentioned above, not only did
the Company achieve targets for net sales and income outlined in the medium-term
management plan a year ahead of schedule, but also all major earnings indicators have
greatly surpassed management plan targets.

Amid this environment, fiscal 2004 net sales jumped 20% from fiscal 2003, to ¥117,408 million,
and operating income soared 63% from the previous term, to ¥10,391 million, on a
consolidated basis.

Performance by business sector during fiscal 2004 was as follows.

In the Power Tools Sector, a nationwide “quantum leap sale” and other proactive business
initiatives as well as the ongoing launch of new products resulted in strong domestic sales,
particularly of pneumatic tools and accessories (parts) as well as of items sold through home
centers. As a result, domestic sales grew 7% from fiscal 2003. In overseas markets, sales at
home centers and sales of pneumatic tools, which are mainstay products, were strong in North
America. Sales grew phenomenally in Europe, with particularly impressive sales growth seen
in Russia and other Eastern European countries. These factors contributed to a growth in
overseas sales of 30% compared with fiscal 2003.

Thus, fiscal 2004 sales in the Power Tools Sector rose 21% from fiscal 2003, to ¥113,615
million, and operating income rose 66% from the prior fiscal year, to ¥10,102 million.

Regarding the Life-Science Instruments Sector, sluggish overseas sales as well as other

6



challenges contributed to difficult market conditions and sales slipped.

Consequently, sales in the Life-Sciences Instruments Sector declined 5% from fiscal 2003, to
¥3,792 million, and operating income edged down 4% from the previous fiscal year, to ¥289
million.

As a result, ordinary income jumped 63%, to ¥10,334 million, and net income nearly doubled,
rising 97%, to ¥8,363 million on a consolidated basis.

2. Financial Position

Regarding cash flows from operating activities, inventories increased ¥3,242 million and trade
receivables rose ¥3,136 million due to higher sales, but this was offset by income before
income taxes and minority interests of ¥10,274 million. Reflecting these figures, cash flows
from operating activities in the fiscal year under review increased to ¥9,231 million.

With respect cash flows from to investing activities, Hitachi Koki accrued ¥4,133 million in fund
outflows for purchases of shares in Markt & Co., and Sankyo Diamond Industrial, as well as
¥4,007 million in payments for the acquisition of tangible fixed assets. As a result, cash flows
from investing activities for fiscal 2004 decreased to ¥8,043 million.

Turning to cash flows from financing activities, outflows primarily comprised shareholder
dividend payments of ¥1,803 million, treasury stock purchases of ¥1,383 million, and other
expenses. Cash flows from financing activities for the fiscal year decreased to ¥2,565 million.

Subsequently, cash and cash equivalents on March 31, 2005 stood at ¥23,366 million, down
¥1,529 million from March 31, 2004.

3. Forecast for Fiscal 2005

Given the current economic environment, the pace of economic recovery in Japan slowed, and
the economic outlook for the United States remains opaque. These obstacles, when
considered in conjunction with skyrocketing crude oil and raw materials prices, fluctuations in
currency exchange rates, and other mitigating factors, make optimism untenable.

In view of these trends, the Company projects net sales of ¥123,000 million, ordinary income of
¥11,000 million, and net income of ¥7,700 million for fiscal 2005 on a consolidated basis.

With regard to shareholder dividends, the Company plans an interim payment of ¥10 per share,
and a fiscal year-end payment of ¥10, for a full-year total of ¥20 in fiscal 2005.



