CONSOLIDATED STATEMENTS OF INCOME

Hamamatsu Photonics K.K. and Consolidated Subsidiaries
Years ended September 30, 2001 and 2002

Millions of Thousands of
Japanese Yen U.S. Dollars (Note 1)
2001 2002 2001 2002
Net SAlES ........oceeeieeeeeeeeee e ¥ 62,619 ¥ 60,657 $ 509,098 $ 493,146
Operating costs and expenses:
(0701 o) Y= 1 =1 30,361 30,218 246,837 245,675
Selling, general and administrative expenses................. 16,051 16,691 130,496 135,699
Research and development ...........cccceiieeiiiiiciieccieen 7,485 7,872 60,854 64,000
Operating iNCOME ............ccccoeeiiiiiiiiie e 8,722 5,876 70,911 47,772
Other income (expenses):
Interest and dividend iNnCOME .........cccceeeiieeeiiiieiieeee. 346 114 2,813 927
INtErest EXPENSE ....eovieiiieiiee et (447) (396) (3,634) (3,219)
Other, NEt ... (3,318) (304) (26,976) (2,472)
Income before income taxes and
minority interests ... 5,303 5,290 43,114 43,008
Income taxes
(O 1= 0 3,436 3,250 27,935 26,423
DEferred .....oooeeeiii e (1,668) (927) (13,561) (7,537)
1,768 2,323 14,374 18,886
Income before minority interests ................cccocoeiiien 3,535 2,967 28,740 24,122
Minority interests in consolidated subsidiaries ............. (29) 10 (236) 81
Net INCOMEe ..o ¥ 3,506 ¥ 2,977 $ 28,504 $ 24,203
Japanese yen U.S. Dollars (Note 1)
2001 2002 2001 2002
Per share of common stock:
Netincome -BasSiC.....ccccceeeiieiiiiiiiiccreeeee e ¥ 52.39 Y 44.07 $0.43 $ 0.36
-Diluted o 47.73 40.65 0.39 0.33
Cash dividends applicable to the year............ccccoevvernene 12.00 10.00 0.10 0.08

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY Annual Report 2002

Hamamatsu Photonics K.K. and Consolidated Subsidiaries
Years ended September 30, 2001 and 2002

Millions of Thousands of
Japanese Yen U.S. Dollars (Note 1)
2001 2002 2001 2002

Common stock:

B e 6NN G el el U ————— ¥ 14,635 ¥15604 $ 118,984 $ 126,862

Conversion of convertible debentures ......................... 969 96 7.878 780

Ending balance ..o, ¥ 15,604 ¥15,700 $126,862 $ 127,642
Additional paid-in capital:

Beginning balance ... ¥ 14,351 ¥ 15,320 $ 116,675 $ 124,553

Proceeds in excess of common stock issued upon

conversion of convertible debentures ........................ 969 96 7.878 780

Ending balance ... ¥ 15,320 ¥15,416  $ 124,553 $ 125,333
Retained earnings:

Beginning balance ... ¥ 15,217 ¥18,118  $ 123,715 $ 147,301

Increase due to exclusion of the affiliate

accounted for by the equity method .............ccceeeiee. _ 7 : 57

NEt INCOME ..oveeeeiiieeeeeeeeee s 3,506 2,977 28,504 24,203

Cash dividends ..o (548) (675) (4,455) (5,488)

Bonuses to directors and corporate auditors ............... (57) (59) (463) (480)

(@1 =T SRR . (2) _ (16)

Ending balance ..........ccccooiiiiiiii ¥ 18,118 ¥ 20,366 $ 147,301 $ 165,577
Unrealized loss on securities, net of tax ......................... ¥ (24) ¥ (10) $ (196) $ (81)
Adjustments arising from translation of

accounts of foreign subsidiaries .................................. ¥ (915) ¥ (706) $ (7,439) $ (5,740)
Treasury stock, at cost:

Beginning balance ... ¥ (1) ¥ (0) $ (8) $ (0)

(Acquired) sold, Net ..o, 1 (3) ) (24)

E N di 0 g 11 e ——————————————————— ¥ (0) ¥ (3) $ (0) $ (24)
Total Shareholders' EQuUity ..............cccociiiiiiiiiniiiccie ¥ 48,103 ¥ 50,763 $391,081 $412,707

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Hamamatsu Photonics K.K. and Consolidated Subsidiaries

Years ended September 30, 2001 and 2002 Millions of Thousands of
Japanese Yen U.S. Dollars (Note 1)
2001 2002 2001 2002
Cash flows from operating activities:
Income before income taxes and minority interests .............cccccevennee. ¥ 5303 ¥ 5,290 $ 43,114 $ 43,008
DEPIECIALION ...t 5,237 6,591 42 577 53,585
Amortisation of consolidation adjustments ............c.ccccoocieiieiiennn 44 44 358 358
(Decrease) increase in allowance for doubtful accounts ................. (66) 54 (537) 439
(Decrease) increase in allowance for bonuSes .........cccccceeeeieeenee. (303) 113 (2,463) 919
Increase in allowance for retirement and severance benefit ............ 1,602 813 13,024 6,610
Interest and dividend INCOME ........ccccuiiiiiiiiiiiieeei e (346) (114) (2,813) (927)
1) (=T = o 1= T R 447 396 3,634 3,220
Foreign exchange (gain) l0SS ........ccoouieieeiiiiiieeieeseceeese e (146) 26 (1,187) 211
Debenture iSSUE EXPENSES .......veieiuiiiiiiieeiiiie et 457 - 3,715 -
Gain on investments accounted for by the equity method ................ (29) (27) (236) (220)
Loss on disposal of Properties..........cceueiiieerieiiiieiieeee e 275 179 2,236 1,455
(Gain) loss on properties SOId ..........ccceieieiiieiieiii et (5) 43 (41) 350
Loss on revaluation of marketable securitieS .............cceevvveeeeeeeeenenn. 2,041 365 16,594 2,967
Decrease in receivables, trade ..........ueeeeeeeieieieeieiiiieeeieeeeeeeccae 743 114 6,041 927
(Increase) decrease in iINVENIOMES ......cccueeeivieeeniiiee e (1,767) 170 (14,366) 1,382
Decrease in payables, trade .......cccocoveeiieeiiiieeiee e (654) (465) (5,317) (3,780)
Payment of bonuses to directors and corporate auditors ................... (59) (61) (480) (496)
(@] 11 SO SRR OSSR (102) 193 (829) 1,569
S TU o] (o] = PR 12,672 13,724 103,024 111,577
Interest and dividend received ............ooooeeiiiiieeiee e 350 122 2,846 992
INterest eXPENSE PAI .......covuveiiiiiiieiiie it (432) (408) (3,512) (3,317)
INCOME tAXES PAI ...eeeeiiieiiiie et (5,174) (3,174) (42,065) (25,805)
Net cash provided by operating activities ..........cccccceeeieeiieeeiee e 7,416 10,264 60,293 83,447
Cash flows from investing activities:
(Increase) decrease in time depPOoSItS .....cceevveeieiiieiiiee e (1,146) 1,586 (9,317) 12,894
Payments for acquisition of property, plant and equipment ................ (12,101) (9,515) (98,382) (77,358)
Proceeds from sales of property, plant and equipment ...................... 13 86 106 699
Payments for acquisition of intangible fixed assets ............ccceceverneee. (192) (230) (1,561) (1,870)
Payments for purchases of investment securities ............ccccocceeeennneen. (1,301) (59) (10,577) (480)
Proceeds from sales of investment securities ............cccocvevieeienne 61 - 496 -
Payments for purchase of investment property ...........ccccocvevieeienne. (127) (749) (1,033) (6,089)
(@] 11T SO PP OSR (35) (86) (285) (699)
Net cash used in investing activities .........ccccoceeeiiiiiiniiee e (14,828) (8,967) (120,553) (72,903)
Cash flows from financing activities:
Decrease in short-term debt ...........coooiiiiiii (198) (1,032) (1,610) (8,390)
Proceeds from long-term debt ..........c.oooiiiiiiiiiiii 2,281 2,135 18,545 17,358
Payment of long-term debt ..........coooiiiiiiieeiieee e (2,609) (3,160) (21,211) (25,691)
Proceeds from issuance of debenture ...........c.cccoceiiiiiiieniiiiieiieene 19,542 - 158,878 -
Dividends paid by the Company ..........ccccovvuieiieiiiiiieeieeee e (542) (675) (4,407) (5,488)
Other (NOE 2) .....eeeeiieieee et e e e e e e sneee e anneeens (1) 57 (8) 463
Net cash provided by (used in) financing activities ............ccc.cceeeenee 18,473 (2,675) 150,187 (21,748)
Effect of exchange rate changes on cash and cash equivalents........ &7 82 3,049 667
Net increase (decrease) in cash and cash equivalents ..................... 11,436 (1,296) 92,976 (10,537)
Cash and cash equivalents at beginning of year .....................c.cc...... 13,188 24,683 107,219 200,675
Cash and cash equivalents held by newly consolidated subsidiary . 59 - 480 -
Cash and cash equivalents atend of year ...............ccccceoceiiiiiiinnnnnne ¥ 24,683 ¥ 23,387 $200,675 $190,138

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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