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The word sustainability is interwoven with silhouettes of people who
represent our multifaceted relationship with society.

Epson’s Annual Reports

Each year, Epson publishes two reports that contain an overview of corporate ac-
tivities, the Annual Report (AR) and the Sustainability Report (SR). They cover the
following subjects:
* AR2004: Business vision, review of operations and financial statements
¢ SR2004: Report on environmental and social perfor-
mance
¢ Corporate governance, compliance and risk manage-
ment are discussed in both reports.

For questions and inquiries on AR2004, please
contact: Investor Relations Promotion Department,
Seiko Epson Corporation Tel. 81-3-3343-5513

AR2004

SR2004

About This Report

This report has been compiled based on the following basic policies:

Our highest priority is to provide a reader-friendly report with the informa-
tion that best meets the uncompromising standards of reliability that our
diverse stakeholders have come to expect. To do so, we followed the Jap-
anese Ministry of the Environment’s Environmental Reporting Guidelines
(2003) for reporting on environmental activities and the Global Reporting
Initiative (GRI)’s Sustainability Reporting Guidelines (2002) for reporting on
social performance (see p. 77).

Because the amount of environmental burden depends on the nature

of the business activities of a given business organization, we have in-
dicated the business activity categories of each of our organizations
(manufacturing/non-manufacturing), along with the location (prefecture or
country).

This report contains overviews of activities and data for the following Seiko
Epson Group companies:
Environmental Performance — Seiko Epson Corporation, 19 Group
companies/affiliates in Japan, and 45 overseas companies that have
acquired ISO 14001 certification and in which Seiko Epson has greater
than 50% ownership.
Social Performance — Seiko Epson Corporation and certain Group
companies/affiliates.

In the year under review, the following organizational changes have taken
place:

e In July 20083, Injex Corporation (Japan/manufacturing) and Atmix
Corporation (Japan/manufacturing) merged. The new company op-
erates under the name Atmix Corporation.

¢ In December 2003, Epson Industrial (Taiwan) Pte. Ltd. was dissolved
as a result of site consolidation.

¢ In January 2004, Epson Logistics Corporation (Japan/non-manufac-
turing) moved to the Takagi Plant as a result of site consolidation.

Widening of scope of reporting
e Akita Orient Seimitsu Co., Ltd. (Japan/manufacturing), Orient Watch
Co., Ltd. (Japan/manufacturing) and Epson (Beijing) Technology Ser-
vice Co., Ltd. (China/non-manufacturing) will now be participating in
Epson’s environmental activities; part of the data on these compa-
nies is included in this report.

Printing paper
® This report is printed on a thinner paper than that used for previous
reports.

Although this report primarily covers activities from April 2003 through
March 2004, it includes some activities that took place after April 2004.

Past reports and next issue

Epson has issued the Environmental Report every August since 1999.

In 2003, we added social performance to the Environmental Report and
started issuing the Sustainability Report. Our next report is scheduled for
August 2005.



Corporate Profile

Sales Trends

Name SEIKO EPSON CORPORATION 14132
Established 1942 14,000 12 741 13,224
Head Office 3-3-5 Owa, Suwa-shi, Nagano-ken, 392-8502 Japan 12,000
Capitalization 53.204 billion yen (as of March 31, 2004) 10,000 i
; . . I . 10,141 i
No. of Employees glgg:)onsohdated. 12,839; Consolidated: 84,899 (as of March 31, 8,000 9,629 [ consolidated
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* IT equipment , , 100milionyen — Fy2001 FY2002 FY2003
Personal computers and peripherals (such as printers and
scanners); imaging equipment (such as LCD projectors) Ordinary Income (Consolidated)
. - e Electronic devices
Business Activities Semiconductors/LCDs/quartz devices 900
 Precision instruments 800 736
Watches/optical lenses/factory automation 700
Other Activities: R&D, manufacturing, marketing and services 600
Sales/Ordinary In-  Consolidated: ~ 1,413.2 billion yen/73.6 billion yen 500 417
come (FY2003 actual)  Nonconsolidated: 1,077.3 billion yen/31.5 billion yen 400 102
Unit:
IT equipment  Sales (million yen) 917,115 Ratio (%) 64.9 136 milionyen  FY2001 FY2002 FY2003
Sales Breakdown Electronic devices 413,540 29.3 No. of Employees
(FY2003, consolidated)  precisjon instruments 77,735 55 ) 84,899
80,000
Other 4,851 0.3 70,000 68,786 73,797
Group Companies 110 (36 in Japan, 74 overseas as of March 31, 2004) 28888
Japan Electronics and Information Technology Industries Association, 40:000
P Japan Business Machine and Information System Industries Associa- 30,000
EA:V?S:EZL‘;;P tion, Communications and Information Network Association of Japan, 20,000 [ consolidated
- Japan Environmental Management Association for Industry, Sustain- 10,000 13104 13.084 “ Nonconsolidated
Organizations able Management Forum of Japan, Nagano Employers’ Association, ‘ . ‘ ‘ - ‘ ’TZ’839 =
Nagano Association for Conserving Environment and others Fy2001 Fy2002 Fy2003
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Management Philosophy

Management Philosophy
(Issued July 1989, revised March 1999)

Epson is a progressive company, trusted throughout the world
because of our commitment to customer satisfaction,

environmental conservation, individuality, and teamwork.

We are confident of our collective skills

and meet challenges with innovative and creative solutions.

(This has been translated into 14 languages and is shared Groupwide)

Quality Philosophy
(Issued September 2002)

Keeping the customer in mind at all times, we make the quality of
our products and services our highest priority. From the quality-
assurance efforts of each employee to the quality of our company as
a whole, we devote ourselves to creating products and services that
please our customers and earn their trust.

Quality Policy

—

. We will solve problems by directly observing all of our operations

and processes.

2. We will quickly complete the Plan, Do, Check & Act (PDCA) cycle in
all situations.

3. We will thoroughly analyze any failures, and establish procedures
based on that analysis, so that mistakes are never repeated.

4. We will proactively consider our customers’ satisfaction so they will
genuinely prefer purchasing EPSON products and feel confident us-
ing them.

5. We will seize the opportunity presented by customer comments and
complaints to inform our decisions when designing new products.

6. We will readily report even negative information.

7. We will foster a climate in which attention is paid to even the most

commonplace events.

Two Pillars Driving Management Philosophy

Management

Philosophy

Quality Philosophy Environmental Philosophy

Creation and Challenge

SE07
Mid- and Long-Range EPSON S&A
Basic Concept
Action07 i itiati
Mid-Rangs Business New Valuable Leadership Initiative
Plan
ONE EPSON
Annual Plan
Disclosure

Annual Management Policies

Management Objectives
Operations Division
Objectives
Individual Objectives

Business Plan

An ongoing process where
thoughts, plans, issues, etc.,
are made clearly known to and
understood by all participants,
resulting in sound decision
making-and-appropriate-action
taking.

Code of Conduct

Environmental Philosophy
(Issued October 1994, revised June 1999)

The Group will integrate environmental
considerations into its corporate activities and
actively strive to meet high conservation
standards in fulfilling its responsibilities as a

good corporate citizen.

Major Activities

The following activities will be pursued in keeping with the Environ-

mental Philosophy:

1. Creating and providing earth-friendly products

2. Transforming all processes to reduce the burden on the environ-

ment

3. Recovering and recycling used products

4. Sharing of environmental information and contributing to regional
and international preservation efforts

5. Continually improving the environmental management system

Relationship Between Management Philosophy

and Our Stakeholders
Management Philosophy,
Philosophy Silehaliie Guidelines, etc.

Commitment to
customer satisfaction

Environmental
conservation

Individuality and
teamwork

Trusted throughout
the world

Progressive company

We are confident of
our collective skills and
meet challenges with
innovative and creative
solutions.

Customers, share-
holders, investors,
business partners

All stakeholders

Employees,
business partners

All stakeholders

All stakeholders

Quality Philosophy/
Quality Policy

Environmental
Philosophy/
Major Activities

Groupwide activity guidelines

* Epson S&A

* New Valuable Leadership
Initiative

Code of conduct for managers

Code of conduct for employees

Philosophy for human resource
development

Global communications
standards

Challenges for sustainability:

To be a company that is trusted
throughout the world and whose
presence is continuously needed and
strongly supported.




Message from Management

Enhancing Our “Quality of Heart” to Continue Winning Your Confidence

At Epson Group, an important goal of our Management Philoso-
phy is to become a progressive company that is trusted through-
out the world. That is why we have adopted trust-based manage-
ment as the basis for all our business activities.

Our concept of trust-based management involves more than
simply meeting legal requirements and following corporate eth-
ics. It is an ongoing endeavor to offer products and services that
are safe to use, that bring joy to our customers and that earn their
loyalty. Trust-based management drives us to meet the expecta-
tions of our shareholders and investors for stable profits over the
long term, to build relationships with our business partners that
allow us to prosper and grow together, and to participate in creat-
ing a better society wherever we do business. Another aspect of
this Philosophy is the building of a corporate environment where
employees are self-reliant, find their jobs rewarding and are hap-
py about their work as they pursue our founding motto: Creation
and Challenge. Fulfilling these social responsibilities is at the
heart of what we call trust-based management.

In June 2003, our company made its initial public offering on
the First Section of the Tokyo Stock Exchange. This milestone
event for our company made us even more determined to foster
trust in our relationships with our stakeholders.

When we consider our role in society, we recognize the great
importance of protecting the environment of the planet where
we and our stakeholders live, particularly in our role as a manu-
facturer. At Epson, we share the belief that management that is
not environmentally conscious does not deserve to manage, par-
ticularly since our business had its beginnings in the rich natural
environment of the Lake Suwa area in Nagano Prefecture.

Epson’s full-scale environmental protection efforts beganin
1988, when most of the corporate world still believed that protect-
ing the environment was a managerial burden. Among our early
accomplishments were the complete elimination of ozone-deplet-
ing CFC gas (in 1992) and three chlorine-based organic solvents
(in 1999) from our manufacturing processes. Since 1998, we have
been developing increasingly environmentally friendly products,
reducing the burden of our production processes on the environ-
ment, and promoting product recovery/recycling, all based on
our Mid-Range General Environmental Policy. These efforts have
convinced us that helping to protect the environment can surely
generate profits in the long run.

FY2003, the final year of our three-year Mid-Range General
Environmental Policy, saw further advancement in our environ-
mental protection activities in product development, with the
development of a digital camera with advanced energy-saving
features and a more easily recyclable printer; in manufacturing
processes, with the collection of data and creation of a database
on the containment of chemical substances used in products; and
in energy conservation, with the reduction of production equip-
ment energy requirements. Starting in FY2004, we are imple-
menting a new Mid-Range General Environmental Policy as part
of Action07, our mid-range business plan. This policy includes a
variety of comprehensive measures for protecting the environ-
ment: implementation of environmentally sound practices across

the entire product lifecycle, quantitative understanding of both
the economic and environmental impact of these practices, and
tighter management of the entire supply chain to improve pro-
duction quality.

We are committed to reducing CO2 emissions in the produc-
tion process by 60% of their FY1997 levels by FY2010. We are tak-
ing every possible measure to attain this goal, such as utilizing
process innovation to reduce CO2 emissions in the production of
electronic devices.

With mounting global awareness of environmental issues and
corporate responsibility, customers are now basing their pur-
chase decisions on criteria that go beyond the conventional prod-
uct attributes of price and product features. These new criteria
include whether there is an established recycling system for the
product, whether the product incorporates chemicals that could
be harmful to the customer’s children, and whether the manufac-
turer is socially responsible in its business dealings. Environmen-
tally and socially responsible product attributes have now become
an important part of overall product quality.

Epson’s Quality Philosophy, set out in 2002, emphasizes the
importance of “quality of heart” of our employees, as well as the
quality of our company. We believe that these two factors affect
the level of quality of our products, as well as the level of trust
that we can establish in our relationship with society.

T hereby pledge that we will continue to be a company that is
deserving of your confidence by enhancing our “quality of heart”
and the quality of our company.

Tlook forward to hearing from you after you have the
opportunity to read this report of our FY2003 efforts.

i

Saburo Kusama
President
SEIKO EPSON CORPORATION

Epson Sustainability Report 2004 3



FY2003 Topics

FY2003 Topics

Highlights of Epson’s Business, Environmental and Social Activities in FY2003

Business Activities

AZI::;“ Colorio PhotoPC Series announced

A new digital photo product series, Colorio PhotoPC Series, was announced under the catchphrase “Now you
can ‘manage’ photos, instead of just ‘shooting’ them.” EIEICED

le;::e Seiko Epson Corporation lists on Tokyo Stock Exchange

On June 24, the Company made its initial public offering on the First Section of the Tokyo Stock Exchange.

July Group companies Atmix Corporation and
2003 Injex Corporation merge

Two companies developing, manufacturing and selling metallic powders merged to operate under the Atmix Cor-
poration name (Japan/manufacturing).

August Construction of liquid crystal panel manufacturing plant
2003 in Chitose, Hokkaido resumes [ p.47

Construction of a plant to manufacture devices for LCD projectors was resumed. Plant operation is scheduled to
begin in September 2004.

August New dreamio EMP-TW10 projector released
2003 for the home consumer market
This affordably priced projector allows users to enjoy high-definition, large-screen digital images at home. GIECED

September TSuyo-ink (strong ink), which maintains image quality of
2003 photographs significantly longer, announced
Epson has developed three kinds of ink technologies that achieve higher-quality photo printing and longer durability.

September Seiko Epson Corporation ties up
2003 with Renesas Technology Corporation

The two companies will jointly develop technologies for high-speed data transmission, fewer interface lines and
electromagnetic interference countermeasures.

September Commercial production of a new high-temperature polysilicon
2003 thin-film transistor (HTPS TFT) liquid crystal panel begins

To meet the growing demand for home projectors, Epson developed two new devices for use in projectors.

Octoher World’s smallest, lightest and fastest
2003 A3 class color laser printer, LP-9000C, developed
The printer is half the size of previous models, requires less space and is more economical.

oczto‘:ger Printer using newly-developed Tsuyo-ink released

Six models of printers using the light-resistant, ozone-proof and water-resistant ink were released.

“”!g'ﬂ’e’ World’s smallest flying micro-robot developed

UFR (Micro Flying Robot) was developed to explore the possibilities for micro-robots and was displayed at the
2003 International Robot Exhibition.

Degeo':‘fe’ Watch manufacturing sites consolidated

Watch manufacturing sections and their staff at Okaya Plant (Japan/manufacturing) and Suwa Minami Plant (Japan/
manufacturing) were consolidated into a single site at Shiojiri Plant (Japan/manufacturing) to raise production efficiency.

January World’s first big-screen TV with built-in printer released
2004~ in North America

LCD rear-projection TVs that realize large-screen, high-definition images at an affordable price were developed
and released in the U.S., where demand is growing for large-screen TVs.

M:)th Action07 Mid-Range Business Plan announced [[p.14

Action07, the FY2004-FY2006 action plan to realize SE07, Epson’s mid- to long-term corporate vision,
was announced.

March Seiko Epson Corporation and SANYO Electric Co., Ltd.
2004 announce merger of their liquid crystal businesses

The new entity aims to become the leading manufacturer of small- and medium-sized LCDs by combining techni-
cal specialties, including miniaturization technologies, creation of high-resolution displays and volume production.

Photo 1

Photo 2

Photo 3

Photo 4

Photo 6

For further details, please visit our website: http://www.epson.co.jp/e/
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Environmental and Social Activities

May Epson’s occupational safety and health management system certified
2003/ under the Health, Labor and Welfare Ministry guidelines [1p.58

New Epson Safety and Health Program (NESP, begun in FY2000) was certified as an Occupational Safety and
Health Management System (OSHMS) by the Japan Industrial Safety and Health Association (JISHA) based on
Health, Labor and Welfare Ministry guidelines.

ay) Epson provides backing for Shinshu University’s greening
2003/ research [1p.62

Epson supports Shinshu University Faculty of Agriculture’s greening project, which employs a breeding-block
method, providing funding for testing in China and subsequent promotion of the technique.

'\2’!)?! Second year of Kids 1SO program kicks off [(I[p.21

Epson cosponsored the environmental education support program for children, Kids 1ISO14000s, developed by the Interna-
tional Art & Technology Cooperation Organization, for two consecutive years. Nineteen of our employees’ children participated

in the program.

Agg‘gﬂ Sustainability Report 2003 issued (1p.64

In addition to reporting on environmental performance, to fulfill our corporate social responsibility, Epson issued
its first sustainability report covering social performance (Japanese, English and Chinese versions).
August Epson Square Beijing showroom opens

2003/ in Beijing, China
An Epson showroom was opened in Zhongguancun Science Park to allow visitors to experience the fun of print-
ing digital photos at home.

August Epson establishes industry’s first closed system

2003/ for recycling hydrofluoric acid waste [p.41
Epson developed a technology to produce high-purity fluorite from hydrofluoric acid-containing wastewater gen-
erated in semiconductor manufacturing. This fluorite can be used in the production of more hydrofluoric acid.
August Program to eliminate six chemicals restricted by RoHS

2003/ Directive begins [(1p.29

To respond swiftly to the RoHS Directive adopted in Europe, Epson began a program to phase out six chemicals
named in the directive from all Epson electric and electronic products.

August epSITE Epson Imaging Gallery opens in Singapore, with galleries to
2003/ follow in Beijing in November and Shanghai in December [1).65

Epson launched the epSITE Epson Imaging Gallery to demonstrate digital imaging technology through the work
of the world’s top photographers.

oito':ger Recovery and recycling of home PCs begins [[p.34

Following an amendment to the Japanese Law for Promotion of Effective Utilization of Resources, Epson began
recovery and recycling of home PCs in Japan.

December Epson President Saburo Kusama receives
2003/ 2003 Akira Inoue EHS Award [[p.73

Epson President Saburo Kusama received the Akira Inoue EHS Award, an award recognizing individuals for their out-
standing environmental, health and safety achievements in the semiconductor industry and for society as a whole.

February EPson becomes first in projector industry to

2004/ receive EcolLeaf System Certification [(Ip.27
Epson was granted System Certification for its projector business under the Ecoleaf environmental label’s data
collection/verification/publication system certification issued by the Japan Environmental Management Association.

February EPson wins Environmental Ministry Award at
2004/ the 13th Global Environment Awards [1p.73

The award recognized Epson’s efforts to attain the daunting goal of reducing energy use by 60%
(absolute quantity, global consolidated basis) in FY2010 from the FY1997 level through the fundamental produc-
tion process innovation concept of scalable minimum fab.

March Epson’s 12 overseas manufacturers achieve

2004/ Zero Emissions Level 1 [1p.39

Zero Emissions Level 1, or 100% recycling, was achieved at all 28 operations divisions and Group companies/
affiliates in Japan and overseas, as well as at 21 overseas manufacturing sites.

Epson Sustainability Report 2004 5



Epson’s Idea of Trust-Based Management

Epson’s Idea of Trust-Based Management

Management philosophy is what shapes the future of our company. Our Management Philosophy originates from
the Guideposts we instituted in 1959 as Suwa Seikosha Co., Ltd. A formal Management Philgsophy was then es-
tablished in 1989 and revised to the current version in 1999. Although our Management Philosophy has undergone
revisions to accommodate managerial and social changes,the underlying spirit remains'the same — to remain a
company worthy of the trust of our customers, shareholders, investors, business partners, residents of the commu-
nities we operate in and other stakeholders around the world who support our business joperations. We helieve this
can be achieved by becoming the kind of company we have envisioned in our Management Philosophy.

I History of Our Management Philosophy

1959
Guideposts Instituted

Guideposts

eHave confidence and pride as an em-
ployee of Seiko, which operates global-
ly, and acquire the requisite knowledge,
technology and skills.

eTechnology and skills are like an un-
tapped wilderness with no boundaries.
Explore the new territory with humility
and a strong pioneering spirit.

eCreate good products with the highest
precision and quality, earning customer
trust, and ship them worldwide. This is
the best contribution we can make to
society and our biggest source of satis-
faction.

*Good products come from a positive
and disciplined workplace. Build good
human relations through sound commu-
nications by fostering an open, nurtur-
ing environment.

eLife’s greatest joy derives from a posi-
tive workplace filled with the sounds of
laughter and from a loving home. Good
health is a treasure and must be valued.

Upon reorganizing the company as Suwa Seikosha in
1959, we defined what the company should be and
expressed it in the Guideposts which later became
the foundation of our current Management Philoso-
phy.

1989
Management Philosophy Established

Management Philosophy

To be a good company that is trusted in every
community we operate in around the world
by putting the customer first, by respecting
individuality and by fostering teamwork.

A good company is —

1. A company that secures a fair profit

2. A company where employees are always
engaged in creative and challenging activi-
ties, with confidence and pride

3. A company that is an inspiration to its
employees and society as a whole.

A good company continues to grow and de-
velop as it pursues the above philosophy.

As Epson’s business grew, our operations went be-
yond the Suwa area and expanded nationwide and
then worldwide. As the number of non-Japanese
employees grew rapidly, we sensed the need to es-
tablish a single Management Philosophy that could
be shared by all employees of Epson and the Group
companies/affiliates. This single Management Phi-
losophy would bring a sense of unity and common
understanding of the Epson spirit to all our employ-
ees. We established our Management Philosophy

in 1989, with a preamble that states, “To be a ‘good
company’ that is trusted in every community we op-
erate in around the world,” to express our emphasis
on trust.

Pre-1960s 1970s
1942 Yamato Kogyo established 1975 Established first overseas
sales base
1959 Suwa Seikosha Co., Ltd.established
1975 Epson brand established

1968 Launched first overseas

manufacturing site;

EP-101 miniature printer released
1969 Seiko Quartz 35SQ analog

quartz watch released
1959 Guideposts announced
1956 First Management Objectives 1976 The objective “to be an

(Policy Directive) set

international company” stated for
the first time in the Management
Policy

1999
Management Philosophy Revised

Management Philosophy

Epson is a progressive company,
trusted throughout the world
because of our commitment to
customer satisfaction,
environmental conservation,
individuality and teamwork.

We are confident of our collective
skills and meet challenges with
innovative and creative solutions.

Our Management Philosophy was revised in 1999 to
accommodate the trend toward globalization and a
borderless society, as well as heightened awareness
of environmental issues. In creating the revised ver-
sion, 29 management executives were interviewed
and ideas were exchanged among different Epson
companies overseas, so that the Philosophy could
be shared trans-culturally. The Philosophy has been
translated into 14 languages and is shared Group-
wide.

1980s
1980 MP-80 computer printer released
1985 Seiko Epson Corporation founded
1988 Commercialized world’s first watch
with self-winding generator
1988 Began CFC-free initiatives
1989 Management Philosophy announced
1984 Scrum & Scramble Method (current
Epson S&A: Start Together & Achieve
Together) established
1987 As the business grew globally, Epson

announced in the Management
Policy its plan to make Epson a
global brand (first time policy was set
for the Epson brand).

6 Epson Sustainability Report 2004



We Want to Foster Trust Day by Day,

Like the Careful Tending of a Tree as It Grows

I first became acutely aware of the significance of trust-based
management more than 30 years ago when I was still a leader of
the development team. We began practicing trust-based manage-
ment by doing something very basic — keeping our promises.

Looking back, not all of Epson’s operations were growing
favorably and some divisions were suffering from slow product
development. We carefully examined such cases and found that
many of the development team leaders were so obsessed with the
technology, they had neglected the sales organizations, distribu-
tors and end users.

Iwas entrusted with the mission of rebuilding these divisions.
Ireevaluated Epson’s technology from a customer’s perspective
and collected new ideas from the development/design division
all the way to the manufacturing division. As a result, the time to
market of products was drastically reduced; in one extreme case
the time was reduced from two years to two months. This proved
that at Epson, if our leaders are diligent, they can make the best
use of existing technological expertise and employee enthusiasm.

We believe that by developing new products as planned and de-
livering them as scheduled — that is, by keeping our promises —
we can earn confidence and new business. For that purpose, lead-
ers must listen to voices both inside and outside the company, and
communicate their ideas in simple language to drive the projects.
I'learned these lessons from development projects and incorpo-
rated them into the Management Philosophy, Quality Philosophy
and Valuable Leadership Initiative so that they would reach all
our employees.

We must keep offering products and services that customers
and society appreciate to earn their confidence. Equally impor-
tant, when something goes wrong, we must make the issue public
immediately and attend to it in a sincere and expeditious manner.
Regrettably in the past, serious quality assurance failures were
found in our laptop computers (1990) and black and white laser
printers (2002). We immediately recalled the products and made
efforts companywide to restore the confidence of our stakehold-
ers. We believe that dishonesty causes the most serious damage
to their confidence in us.

1990s

1992 Completed elimination of CFCs from domestic production
processes

1994 MJ-700V2C color inkjet printer released
ELP-3000 compact LCD projector developed

1998 Second environmental benchmark year, General Environmental
Policy set

1999 Management Philosophy revised

1994 Epson S&A

1991 “Creation and Challenge” made Epson’s corporate motto
1994 Environmental Policy set
1995 Used the phrase “customer satisfaction” for the first time in

Management Policy and incorporated customer perspectives in all
aspects of business operations

1998 Upon starting the second environmental benchmark year, Epson's
eco-conscious values emphasized in Management Policy
1999 Environmental Policy revised

Epson operates globally. When we build and operate plants
and do business in the areas in which we operate, we always make
an effort to be trusted and loved by the local community. We al-
ways keep in mind that we must build a good relationship with
our customers, shareholders, investors, employees and their fam-
ilies, and community residents, so that we can respect them asin-
dividuals and care about them. We must never act arrogantly, take
anegative attitude, or be engaged in any form of misconduct. We
must also not forget to care for the natural environment in these
communities and keep it in good condition. Epson has fostered a
corporate culture where employees Groupwide share these val-
ues as the basics of our business operations. We hope to preserve
this culture for as long as we exist.

In the spring of 2004, I visited Kalimantan in Indonesia to view
the progress of a tree-planting project* we are supporting as part
of our social contribution efforts. There I learned that to grow a
tree, we must take care of it on a daily basis. The tree-planting
project and its support do not end at planting the trees. We must
keep removing weeds and nurturing the tree until it grows tall.
Ibelieve that the relationship of trust between Epson and our
stakeholders, like any relationship between people, can only grow
if we are prepared to nurture it on a daily basis.

Sl dbaki ;wém

Hideaki Yasukawa
Chairman
SEIKO EPSON CORPORATION

* Please see p. 62 for details on the tree-planting project.

2001 Manufacturing/non-manufacturing sites in Japan and
overseas obtained ISO 14001 certification

2000 Valuable Leadership Initiative
2003 New Valuable Leadership Initiative

2001 New Epson Safety and Health Program (NESP) activities
began
2002 Quality Philosophy and Quality Policy set

Epson Sustainability Report 2004 7



Corporate Structure Driving Management Philosophy

Corporate Structure Driving Management Philosophy

I Corporate Governance

Epson’s main objectives in the area of corporate governance are
to increase corporate value and maintain a high level of transpar-
ency and soundness in its operations for its customers, share-
holders, employees and other stakeholders, by strengthening
management monitoring activities and ensuring compliance with
corporate ethics.

To fulfill these objectives, Epson currently employs an audit-
ing system with four auditors, including two outside auditors,
who attend monthly auditors’ meetings. The auditors participate
not only in Board of Directors meetings, but also other high-level,
executive meetings, such as Management meetings. They are
thusin a position to conduct their audits based on the same in-
formation the directors have. Because reelection of one statutory
auditor and two outside auditors will be held in 2004, new
auditors are to be appointed at the annual shareholders’ meet-
ingin June. At the same time, Epson plans to add one more out-
side auditor to bring the total of outside auditors to three (five
auditors in total), to further enhance the independence and
transparency of the audits.

Epson has a Board of Auditors in place as part of its corporate
governance. This makes the Board of Directors responsible for
management monitoring, unlike companies with committees
where execution and monitoring functions are separated orga-
nizationally. Epson believes that for monitoring to work properly
under our current business style, it is more effective for the direc-
tors to manage the company. For this same reason, Epson does
not appoint outside directors.

Fig. 1 Epson’s Management Structure

Decision-making,
monitoring, execution

Audits Shareholders’
Meeting
Board of Auditors :

Board of Directors

Global Management

Dialog Representative

Directors
SEED FORUM

Epson plans to continue with the current company with
statutory auditors governance system and appoint competent
directors with capabilities for handling both execution and moni-
toring. We will also make sure the discussions at the Board of Di-
rectors meetings adequately serve the current governance. In ad-
dition to making efforts to constantly improve the current setup,
Epson is determined to keep pursuing optimum governance in
the future.

To keep the selection of directors and their compensation
transparent, Epson formed the Director Nomination Council
and Director Compensation Council in FY2003. The Nomination
Council prepares the draft to decide the nominating criteria and
nominates candidates, while the Compensation Council outlines
the compensation system for the directors and the policy on
amounts, and submits the results to the Board of Directors.

Moreover, Epson ensures that executive bodies adhere to legal
requirements and internal regulations by establishing a system
of internal checks. Through this system, the Auditing Office con-
ducts regular internal audits Groupwide (including subsidiaries)
and feeds the results back directly to the President. Other initia-
tives to strengthen compliance functions include the formation
of the Legal Compliance Promotion Office, which is responsible
for gathering information related to compliance issues (through
the Compliance Hotline). This office was established to ensure
compliance on a day-to-day level and to prevent compliance
violations.

Director Nomination
Council

Director

Compensation
Council

Deliberation
by Category

Deliberation

Directors in Charge

Management Risk Management
Deliberation T Committee
Committee

Compliance

Management — Management

Meeting Committee
Plant and Equipment

S Investment

Committee
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I Compliance

Of the various risks a company is exposed to, Epson’s compliance
management focuses on averting managerial risks — the risks
that derive from corporate activities or employee actions, rather
than those imposed by external factors, such as accidents, natu-
ral disasters and civil incidents.

To avert these company-derived risks, Epson appointed a di-
rector in charge of compliance, who drives its compliance efforts.
The following outlines the director’s tasks:

¢ Organize and maintain the Compliance Management
Committee’s compliance structure

e Run the Legal Compliance Promotion Office’s Compliance
Hotline

e Offer various in-house education

Epson believes that simply having a system in place is not
enough to eliminate risk and that the company’s activities are the
sum total of each employee’s actions. Leaders at Epson practice
three codes of conduct daily — “do not hide,” “do not mislead,”
“the worse the news, the faster it should be reported” — to main-
tain a healthy corporate culture.

Fig. 2 Risk Management Categories

Compliance

Management risk
e Confidential information
O leaks

e Corporate crime

e Product liability

e Quality assurance failures

Political,
economical and
social risk

e Country risk

Accidents and disaster risk

Major disasters
Computer shutdowns

I Risk Management

Two important management tasks for promoting the Manage-
ment Philosophy and being a good company are the elimination
of risks that threaten management and building a mechanism to
support management. Epson has a Groupwide risk management
system that can flexibly accommodate changes in business struc-
ture and environment, to remove risk and to minimize damage.

When a crisis occurs, we adhere to the following guidelines:

a. Deal with the situation companywide and cross-divisionally;

b. Eliminate corporate ego and fulfill corporate social responsi-
bility. For measures to prevent crisis: a. Forecast the changes and
flexibly reassess organizational formation; b. Order all divisions
to be responsible for creating their own mechanism to prepare for
crises.

Structurally, Epson strives to demonstrate a collective
strength in implementing the most effective measures swiftly, in
flexibly accommodating changes in the external environment,
and inintegrating all crisis management measures Groupwide.
The Risk Management Committee, chaired by the President, and
its subcommittees for each business operation are there to ensure
that important risk information reaches the President immedi-
ately. We have also compiled a Risk Management Program that
categorizes risks by their nature and gives the definition of each
risk, together with the organizational structure, role, preventive
measures and countermeasures for the risk. This booklet is a
means of sharing our risk management schemes Groupwide.

For stakeholders, investor relations and corporate commu-
nications departments disclose information appropriately, as
required.

Fig. 3 Risk Management Structure and Flow of Information
(Reporting to President)

Risk Management Committee (Chaired by President)
I A

Compliance
Management Committee
(Chaired by Executive
Vice President)

I

Compliance Management
Subcommittees
(Chaired by general
managers of each operations
division and presidents of
Group companies/affiliates)

Risk Management
Subcommittees
(Chaired by general managers
of each operations
division and presidents of
Group companies/affiliates)

Risk
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Ingraining the Principle of “Never Lie, Never Mislead”

Firmly in Qur Corporate Culture

“Management that never lies, never misleads” is the principle of
Epson’s compliance. Abide by the law, have sound ethics and be
sensible — practicing these basics with integrity is the essence of
compliance.

At Epson, the Legal Compliance Promotion Office provides
compliance education and training, and the Compliance Hotline
isin place to hear from our employees about compliance issues
and to help resolve them. Although the creation of these mecha-
nisms and organizations is important, even more crucial is that
the principle of “never lie, never mislead” is firmly ingrained in
each of our employees.

The same principle applies to corporate governance; mana-
gerial decision-making should be “clean and correct.” It is ex-
tremely important that management does not degenerate into
dogmatism, self-service and arbitrary promotion or demotion of
employees, but stays consistently fair and open. These mecha-
nisms exist to facilitate fair and open decision-making.

Our stance on corporate governance is to keep the company
with statutory auditors structure, while reinforcing the function
of the outside auditors to monitor management. Open discus-
sions at council meetings on the nomination of directors and their
compensation is part of the effort. Moreover, an effective balance
between the monitoring and executive functions is maintained
through amanaging director system (with the managing director
playing only an executive role). By constantly improving corpo-
rate governance, we are striving for “clean and correct” manage-
ment that never allows fraud or misconduct.

The Risk Management Committee chaired by the President
makes important decisions for managing risk. In FY2003, under
the leadership of the President, we made a concerted effort with
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Executive Vice President’s intranet page

Communicating with
employees

the Group companies/affiliates in China, the Head Office and the
operations divisions to deal with the SARS outbreak.

Epson has been training employees to prepare for the outbreak
of war, terrorism and other civil risks, as well as for disasters and
accidents. We have a mechanism in place to swiftly respond if a
crisis occurs.

We believe that loss of trust is the most serious form of dam-
age to the company. To alleviate management-related risk, such
as quality assurance failures, we have structured the company in
such a way that these failures are prevented. At the same time, we
foster a corporate culture that encourages the immediate report-
ing of negative information to the President. If a failure occurs,
we are ready to make the information public immediately.

Trust-based management has always been the basis of our
business operations. We always try our best to serve our stake-
holders sincerely, to improve our own behavior and to create a
structure to promote trust-based management. For example,
when the MJ-700V2C color inkjet printer swept the consumer
market in 1994, we received a barrage of calls complaining that
the printer was difficult to use. Since then, we have been focusing
on developing more user-friendly products and manuals, as well
as animproved customer center and repair/support structure.

To be a company that is trusted demands that the daily com-
munication between our employees is truly honest, open and
not misleading. I myself emphasize this point whenever I have
a chance — talking to employees at worksites, meetings, when
writing newsletters and on various other occasions. We are con-
tinuing to refine our corporate culture and corporate character to
be worthy of your trust.

Toshio Kimura

Executive Vice President

and CFO

SEIKO EPSON CORPORATION
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Environmental Performance

With an understanding that our business operations impose an impact
on the environment, members of the Epson Group in all regions of the
world employ unified standards and pursue shared objectives. This sec-
tion contains a detailed overview on our efforts in running the environ-
mental management system, creating earth-friendly products, building
recovery/recycling systems and reducing the environmental burden in
the production process.

These photographs capture Group members participating in environmental initiatives.

1. Newspaper recovery in Malaysia

2. Manufacturing plant in Malaysia

3. Judging for Environmental Management Awards overseas
4./ 5. Global meeting

6. Zero Emissions activities

7. Judging for Environmental Management Awards overseas
8. Energy-saving activity

9. Recycling center in Japan



Environ

FY2003 Objectives and Results

Policy Category

1. Creating and providing
earth-friendly products
(see pp. 25-31)

FY2003 High-Priority Activities

1-1 Encourage development and production of products that
reduce environmental burden throughout their lifecycles
Energy-saving design
= Create products with an industry-leading level of energy-saving
performance

Ecology labels/information disclosure
* Market release of products qualified for Epson Ecology Label
« Create a system to evaluate product environmental performance

Chemical substances in products

« Build and operate a stable management system

= Work out concrete measures to completely eliminate specific chemical
substances

1-2 Promote green procurement of production materials for eco-
products
Establish a green procurement method for production materials that
would guarantee the disclosure of environmental specifications of all
purchases (Q+E/C/D)
= Prove that prohibited chemical substances are not used/promote
complete elimination
= Obtain information on controlled chemical substances contained in
products when they are procured and create a database
1-3 Disclose environmental data for use in green procurement by
customers, and promote sales with that data
Strategically obtain ecology label (Type | & Type Il) compliance and set
up a system to disclose information

Groupwide Objectives

* More than 50% of products released on the mar-
ket to be compliant (number of models/sales)

= Obtain ecology label compliance/disclose infor-
mation

2. Transforming all processes
to reduce the burden on the
environment (see pp. 35-45)

3. Recovering and recycling
used products
(see pp. 32-34)

2-1 Help prevent global warming
® Activities based on detailed plans to achieve the FY2010 target for total
energy use reduction

= Total consumption reduction (crude oil equiva-
lent)
Japan: 5% reduction (based on FY2002)
Overseas: 0%

® Reduce emission of global warming substances

* 35% reduction (based on FY1997)

® Quantify and reduce the volume of transportation and its environmental
burden

2-2 Control and reuse of industrial waste
©® Reduce the environmental burden through resource-saving activities/
identify reduction targets and make reductions in each business

Total generation

« Japan: 14,000 t (same level as FY1997)

« Overseas manufacturing Group companies/
affiliates: 19,000 t (on a consolidated basis, 10%
reduction per unit of sales, based on FY2001)

® Achieve Zero Emissions Level 1 at overseas manufacturing Group
companies/affiliates

2-3 Control environmental risks and reduce burden of chemical
substances
® Promote chemical substance management in each operations division
and Group company/affiliate (reduction/complete elimination)

2-4 Effective use of water resources

3-1 Build and operate recovery/recycling systems for used
products and consumables
Japan: Build and operate system to cater to individual users (PC)

All overseas countries: Individual activity according to local activity plan

Europe: Monitor local legislation based on WEEE Directive and discuss
measures for each country
3-2 Improve product reusability/recyclability at development and
design stages (included in 1-1)

« Japan: Reduce water use (set reduction
target for each business site)
= Overseas: Establish water use volume

(dry regions = same target as Japan)

= Recycling rate: 65%

4. Sharing of environmental
information and contributing
to regional and international
preservation efforts
(see pp. 60-66)

(4]

. Continually improving the
environmental management
system (see pp. 16-19)

4-1 Refine the content of environmental data disclosures

* Release consolidated Group report

4-2 Strengthen cooperation with/contribute to regional/global
communities
® Have each promotional organization plan/promote corporate citizenship
activities

Deploy environmental performance data management systems globally

Evaluation — A: Target achieved (over 80%) B: Target mostly achieved (at least 50%) C: Target partly achieved (less than 50%) D: Not implemented

12 Epson Sustainability Report 2004



Sub-Index FY2003 Results Assessment
« Operations division objectives « Target achievement rates: see Table 3 on p. 28
= Epson Ecology Label compliant products
« Build system Number of models: all businesses achieved targets Sales: 43% (target not achieved)
= Recyclability: 70% = Revise Epson Ecology Label system, set/revised Groupwide regulations and standards
« Recyclability: Printer/Scanner businesses achieved targets A
- ) « Set/revised Green Procurement Standards and sales companies’ independent procurement stan-
» Stabilize system operation T
« Create plans for complete elimination .
. . « Built and operated parts database
= Achieve lead-free production S . . . . S
. . . = Planned complete elimination of six chemical substances restricted by RoHS Directive; eliminated
Use of lead-free terminal plating for electronic X
roducts: 90% them completely from device products
2 roval-from Ty —— Lead-free terminal plating for electronic products: inkjet printers 92.3% LCD projectors 94.6%
p;? Approval from customers to use lead-free solder: Semiconductors 80.4% LCDs 70.7% Quartz
der: 70% g
devices 39.8%
© UG VD e PEsiEme i Standgrds ... | = Built product safety management structure by setting/revising Green Procurement Standards and
= Green procurement rate of production materials: .
sales companies’ independent procurement standards
Japan and Overseas 100% X . A
. « Green procurement rate of production materials: Japan 95.2% Overseas 96.9%
= Green procurement rate of general purchases: R
= Green procurement rate of general purchases: Japan 99.9%
Japan 100%
= Type | : Japan’s Eco Mark, China’s Energy Conservation Product Certification, Taiwan’s Green Mark
Type Il : Nordic Eco Declaration A
Type lll: Japan’s EcolLeaf (Two businesses received System Certification)
- ;);:I(ierr]at;?n divisions’ consolidated energy - Total energy use (based on FY2002):
gs: Japan: 3.4% reduction Overseas: 2.0% increase
7% of FY2002 energy use . S . o
L X « Operation divisions’ consolidated energy savings: 6.5% B
= Qualitative targets: Improved management 90 B K X . . .
) L X b . = Qualitative targets: Improved management 91.1 points Facilities 82.6 points Production
points Facilities 80 points Production equip- . .
X equipment 46.1 points
ment 40 points
* Global warming substance emissions: 49.5% reduction (based on FY1997) A
« Completed preliminary quantification of environmental burden from transportation A
. Reduc-t|on of Iandflll waste volume « Japan total generation: 19,591 t
Japan: 5% reduction (absolute volume based on L
FY2001) = Overseas total generation: 22,2630t ) C
e T « Landfill waste volume Japan: 200% increase (based on FY2001)
= All overseas manufacturing Group companies/affiliates achieved Zero Emissions Level 1 A
; . = Promotional organizations’ self-imposed reduction targets: Achieved 52 out of 69 targets
= Promotional organizations’ individual targets . . . o N o B
* Three business sites conducted risk communications with local communities
« Total water use: 12,462,000 t (2.6% reduction based on FY2002) A
= Japan: Recovery of home-use PCs following the enactment of the Law for Promotion of Effective
Utilization of Resources, established/operated recycling system
Recycling rate: 64%
Updated the “recovery rates by material”
= Overseas: Created/revised regional plans B
U.S.: Participation in Plug-In To eCycling; IC recovery by FundingFactory
Korea: Resource savings and compliance with the recycling promotion law
= Europe: Monitored local laws and promoted lobbying
Analyzed recovery/recycling costs
= Released Sustainability Report (Japanese, English and Chinese)
= Create abridged versions of site reports = Nine operations divisions and two Group companies/affiliates released site reports (all designated A
business operations released reports)
= Planned and implemented by each promotional organization A
= Began planning the building of an environmental information management system that covers a B

product’s entire lifecycle

Epson Sustainability Report 2004 13



Environmental Management

Action(Q7 — General Environmental Policy (FY2004-FY2006)

General Environmental Policy outlines the Group’s policy on environmental activities dur-
ing FY2004-FY2006 and is part of our mid-range business plan, Action07. High-priority
objectives in this policy include more complete quantification of environmental burden
throughout a product’s lifecycle and disclosure of information that caters to the needs of
local communities and customers.

Eco-Products

d,

Develop and produce products that impose less
environmental burden throughout their lifecycles
(increase resource and energy productivity)

o

New Epson Ecology Label system

. Resource savings

® Promote miniaturized, lightweight products
® Increase recyclability (start at design stage/increase recyclable volume)
® Reuse recycled resources

o

. Energy savings

® Maintain industry-leading energy-saving performance for each product category

N

. Reorganize the structure to enhance environmental

a. Conduct product evaluation to keep environmental performance (quality) high

performance (quality) b. Build gnd qperate a product safety management structure for chemical substances
contained in products
& !Effectlve_ly use enwronment_al [PEHETTEREE (el a. Comply with local green procurement laws and ecology labels (Type I, II, Ill)
information in sales promotion
4. Recover/recycle used products a. Build recovery/recycling systems based on regional plans
a. Reduction of total CO2 emissions
1. Reduce global warming substances ® Reduce energy use (including process innovation)/reduce use of global warming sub-
stances (PFC and others)
® Reduce environmental burden from transportation
Green Factor . . . . .
Y a. Effectively utilize resources (materials, production materials)
2. Promote resource-saving activities © (REGINEE WEEE
: 9 ® Reduce environmental burden from chemical substances used at business sites
® Reduce water use
. X a. Upgrade to and operate a performance-oriented EMS
1. Transition to performance-oriented EMS = - =
b. Introduce and implement Groupwide audits

EMS, information
disclosure, corpo-
rate citizenship

N

w

Disclose environmental information in the regions
we operate in

. Implement effective corporate citizenship activities

in each region we operate in

14 Epson Sustainability Report 2004

a. Disclose environmental information according to the needs of local communities

o

(globally)
Communicate with NGOs, NPOs and other third-party organizations

a. Improve corporate citizenship activities by collaborating with environmental

o

organizations (including NGOs, NPOs) in each region of the world

. Support environmental education for the next generation



Finished products business: 20% of Epson’s products to be
top-selling, compliant products

Device businesses: All products are to be compliant with the
RoHS Directive in FY2004

FY2006: 15% reduction (based on FY2002)

FY2005: 75% (excluding thermal recycling), 85% (including
thermal recycling)

Set target by product

Set target by product
Implement evaluation

Build and operate

Set target by business and region

Set target by region
Establish system: Europe August 2005
Recycling rate:
December 2006 Japan  65% (excluding thermal recycling)
December 2006 Europe 65% (excluding thermal recycling)
75% (including thermal recycling)

FY2010: 60% reduction in total CO2 emissions (based on
FY1997)
(Energy savings: 7% of use in the previous year)
FY2004: Establish benchmark and set targets

FY2004: Plan activities
FY2010: 40% reduction in total generation (based on FY2002)

FY2004: Reduce usage according to promotional organizations’

individual targets

FY2010: 60% reduction in use of PRTR chemicals (based on
FY2002)

FY2006: Reduce to FY2002 level or lower

FY2004: Construction
FY2005: Begin audit

FY2004: Status analysis and planning/implementation
FY2004: Planning/implementation
FY2005 and onward: Implement collaborative activities

FY2006: Implement in major countries

Our Shared Policy: Our Group Companies/Affiliates
and Business Sites Are Taking the Initiative to Become
Recognized Leaders in Environmental Activities for the
Regions We Operate In

Marking the final year of our three-year Mid-Range General Environmental
Policy, we have made a concerted effort in FY2003 to attain the targets we set
in our policy. Our efforts have born fruit and laid the foundation for the next
General Environmental Policy component of our business plan, Action07, which
startsin FY2004.

Our major accomplishments in FY2003 include: meeting our target of more
than 50% of products becoming Epson Ecology Label compliant; qualifying
for additional ecology labels in various countries; and incorporating more
eco-conscious features into the product design process. We also received a 99%
response rate from Japan and overseas for our survey on chemical substances in
products, which helped us construct a database. Regarding product recycling,
recovery and recycling of home-use PCs started domestically and more
recycling systems that comply with local legislation were established in other
countries.

Overall energy use decreased by 1.9% from the previous year, owing to
each promotional organization's energy-saving efforts, despite an increase in
the energy used for electronic device production following an increase in the
production volume. We will vigorously strive to meet the FY2010 target through
anumber of measures, such as applying results from process innovation
research to volume production.

Major manufacturing sites overseas met their FY2003 targets for Zero
Emissions Level 1. For integrated management of chemical substances used
at our plants, we are starting to see the positive effects of each operations
division’s self-imposed reduction schemes, based on our Hazard Evaluation
Guidelines. We also have a better quantitative understanding of the
environmental burden imposed by transportation and are ready to take
measures against it.

Looking back on our environmental activities in FY2003, | sense that steady
progress is being made by each Group company/affiliate worldwide in making
environmental efforts part of their operations, working toward our goal of
becoming recognized leaders of environmental activities in the regions we
operate in. Corporate citizenship activities, such as tree-planting and volunteer
cleaning drives, are now initiated by Group companies/affiliates and are
appreciated by the local communities they are held in. In Japan, 12 business
sites began communicating with members of their local communities following
the issuance of site reports.

The activities ahead are to be driven by Action07’s General Environmental
Policy. We will further quantify the environmental burden through the
product’s entire lifecycle, reduce the burden, and promote the disclosure of
environmental information according to
the needs of the local communities we
operate in and the needs of our customers.
As we fulfill our social responsibility as
agood corporate citizen, we continue to
strive for conservation of the environment
and to contribute to the advancement of a
sustainable society.

Nobuo Hashizume

General Administrative Manager
CSR & Environmental Affairs Division
SEIKO EPSON CORPORATION
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Environ

Promotion of Environmental Management

Harmony with the environment is the highest priority of the Epson Group’s management.
Because we know that our business activities unavoidably impose an environmental
burden, we work hard to achieve coexistence of the environment and economy, and the
creation of a sustainable economy through good environmental management. To inte-
grate our Groupwide efforts, we share these standards and objectives with all our sites

throughout the world.

@ + E [/ C [/ D
(Quality)(Environment)(Cost)(Delivery)

Our approach to environmental

management
As a manufacturer, we consider it our
responsibility to reduce the environmen-
tal burden of a product throughout its
lifecycle. This not only includes Epson’s
production process, but also the parts and
materials stages, during transportation,
while the product is being used by the
customer and during recovery/recycling.
Planning a product from an environmen-
tal perspective, starting at the planning
and design stage, is crucial to enhancing
its environmental performance.

For us, every factor involved at every

stage of product manufacturing contrib-
utes to the product’s quality.

Reduction of environmental burden

throughout a product's lifecycle

This is the foundation for making prod-
ucts that are trusted and enjoyed by our
customers. Environment (E) therefore
should not be excluded from business
operations; itis a part of Quality (Q). By
incorporating environmental activities
into business, we can describe the basic
concept of environmental management as
(Q+E)/C (cost)/ D (delivery).

We established the General Environ-
mental Policy component of Action07 (see
p. 14) after identifying the challenges
and setting corresponding objectives that
cover all stages of a product’s lifecycle,
asshownin Fig. 1. Moreover, we make
efforts to quantify environmental conser-
vation costs and effectiveness through

Fig. 1 Concept of Reducing Environmental Burden Throughout a Product’s Lifecycle

environmental accounting. We do this to
monitor overall activities and to incorpo-
rate the findings into our future activities.

There are three axes to our environ-
mental management:

Creating and providing earth-
friendly products

Manufacturers like Epson earn profits
through customers’ purchases of prod-
ucts. We are integrating energy-saving
designs, resource savings and elimination
of hazardous substances into our product
cycle — from planning, development and
design to procurement of materials and
parts — to ensure that our products are
increasingly earth-friendly. For more
efficient product recycling, we are intro-
ducing ways to improve recycling rates
into product development as early as the
development stage.

Creation of products that impose
less burden on the environment
Superior environmental products impose
alower environmental burden during pro-
duction. We are working toward minimiz-
ing environmental burdens such as ener-
gy use, wastes and chemical substances.
At the plants that produce these products,
where our business activities are based,

Quantify and reduce environmental burdens

Design

Eco-Products

@ Operate New Epson Ecology Label system

@ Resource savings
- Promote miniaturized, lightweight products
- Increase recyclability (start at design stage)

@ Energy savings
- Maintain industry-leading energy-saving

performance for each product category

@ Complete elimination of specified chemical
substances
- Completely eliminate six substances restricted by

the RoHS Directive

® Make emission (noise, VOC, etc.) standards
compliant with industry standards

@ Conduct product evaluation to keep environmental
performance (quality) high

@ Build and operate a product safety management
structure for chemical substances contained in
products

@ Obtain ecology label qualifications (Type I, II, Ill)
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in all production processes

Procurement

Eco-Products

® Complete elimination of specified chemical
substances
- Completely eliminate six substances restricted by

the RoHS Directive

@ Build and operate a product safety management
structure for chemical substances contained in
products

Compliance with Green Procurement Standards

Suppliers

Manufacturing sites

Manufacturing

Green Factory
@ Reduction of total CO2 emissions
- Reduce energy use
- Reduce global warming substance use
@ Effective utilization of resources
- Reduce waste
- Reduce chemical substance use
- Reduce water use
@® Avoidance of environmental risks
(Risks associated with illegal disposal, chemical
substances, pollution, etc.)
® Compliance management by each business site
- Manage substances released into the air
- Manage wastewater
- Manage waste
@ Risk communications



we conduct stringent management of the
risks associated with plant management
and constantly monitor their impact on
air, water and soil.

Promotion of product recovery/
recycling

We are building the most suitable
recovery/recycling systems for each

Fig. 2 Three Axes of Environmental Management

Products

country and region in which we operate,
ahead of enactment of local legislation.
We encourage this to move closer to
achieving a recycling-oriented society.

The environmental management sys-
tem underpinning the abovementioned
three axes should continually improve to
assure that they function efficiently and
achieve positive results.

Manufacturin

In addition, we are contributing to so-
ciety through the promotion of local com-
munity activities and the sharing of en-
vironmental technologies and expertise.
Disclosing information and communicat-
ing with stakeholders through annual
reports and other media are additional
important components of our environ-
mental management process.

® Making products with less environmental burden

Development of superior earth-friendly products:
® Energy-saving design ® Resource savings
® Elimination of hazardous substances

Management
system

Recovery/recycling of used products

Corporate
citizenship
® L ocal collaboration ReCOVG_ ry/
E il recycling

® Sharing of technology
and expertise

Lifecycle Thinking (LCT)
Lifecycle Assessment (LCA)

Sales sites
Transportation Sales Use

Eco-Products
@ Energy savings
- Maintain industry-leading energy-
saving performance for each
product category
@® Make emission (noise, VOC, etc.)
standards compliant with industry
standards
@ Quantify the entire product
environmental burden

Eco-Products

@ Build and operate a product safety management
structure for chemical substances contained in
products

@ Obtain ecology label qualifications (Type I, II, IIl)

@ Comply with local green procurement laws

@ Build a system to disclose environmental
performance (quality) and utilize the system for
sales promotion

Green Factory
@ Reduction of total CO2
emissions
- Reduce the
environmental burden
from transportation
(Supplier to Epson)
(Epson to customer)

Green Factory
Office environmental activities (energy savings
and zero emissions)

Information disclosure by each region
@ Disclosure through the company website,
catalogs, etc.
- Ecology labels
- Quantification data (LCA, energy savings,
chemical substances, etc.)

Customers

by enhancing plant management:
® Energy savings ® Waste reduction
ction of chemical substance use

Environmental
communications

Active disclosure of
information:
® Annual reports
® PR
® Trade shows

Recovery/recycling

Eco-Products

@ Recyclability

@ Build recovery/recycling systems
based on regional plans
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Environmental Management

Environmental management
system utilizing 1ISO 14001

Epson sets annual/mid-range General
Environmental Policy as a vital part of
our annual management policy and mid-
range business plans, which are drawn
up every three years. Promotional or-
ganizations (operations divisions, Head
Office and Group companies/affiliates)
then create their own environmental
plans (fiscal year and mid-range plans)
to undertake environmental activities as
part of their business operations. Their
efforts are audited internally once or
twice a year, and appropriate corrective
measures are taken at the promotional
organization level. In FY2003, six training
courses for environmental auditors were
conducted in Japan with the goal of im-
proving our internal auditing capabilities.

We continuously improve this system
by utilizing 1SO 14001 guidelines and the
Plan-Do-Check-Action (PDCA) cycle. All
major manufacturing and non-manufac-
turing sites in Japan and overseas have
acquired 1SO 14001 certification (see p.

Fig. 3 Environmental Management System

Management Philosophy
SEO07 (mid-range basic concept)

Action07 Mid-range business plan
Incorporate environmental activities

72). Newly established companies work
toward achieving certification within
three years of startup.

Moreover, a database developed in-
house is used to help quantify the en-
vironmental burden at business sites
around the world, so that the appropriate
environmental activities can be imple-
mented (Fig. 5).

Implementation by product

and production process expert

committees
The Executive Vice President, as the Se-
nior Director of Environmental Activities,
leads the Group's entire environmental
operations. The Senior Director is sup-
ported by the Global Environmental &
Safety Policy Department, which is the
main Head Office organization for envi-
ronmental efforts. The Environmental
Committee and the Meeting of Environ-
mental Affairs General Managers decide
the Groupwide direction of environmental
operations. Serious issues identified from
the General Environmental Policy are

dealt with by a cross-divisional Expert
Committee that supports each promo-
tional organization.

Two expert committees, the Envi-
ronmental Products Committee and
the Green Factory Committee, pursue
environmental measures in two areas,
products and production processes/plant
operations, respectively. Through these
committees, we are strengthening the
working relationship between the two
areas, implementing more effective mea-
sures and using them to encourage fur-
ther integration of environmental activi-
ties into business operations.

For overseas Group companies/
affiliates, we hold global environmental
conferences and area conferences (U.S.,
Europe and China). Sponsored by the
Head Office, they share information and
discuss the direction/goals of our envi-
ronmental undertakings. The FY2003
global environmental conference was
held at the Head Office in December with
Group companies/affiliates engaged in
manufacturing and sales activities.

Fig. 4 Group Organization for Promoting Environmental Activities

Environmental Policy

President

Senior Director of Environmental Activities
(Executive Vice President)

Appointed by President of Seiko Epson Corporation to supervise
the Group’s overall environmental efforts

General Environmental Policy

Positions environmental efforts as
part of mid-range business plans

Global Environmental & Safety Policy Department

Communicate |
Review

Annual Groupwide environmental plans

Create plan based on General
Environmental Policy

Annual management policies
Include environmental plans

Disseminate Grasp implementation

status
Annual environmental plans
(promotional organizations)

Each organization creates a plan based
on annual Groupwide environmental plans

Annual business plans
(operations divisions and Group
companies/affiliates)

A P

(Action) (Plan)

Continuous improvement

Achieving continuous improvement through a PDCA cycle

© D
(Check) (Do)
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Sets policies, manages progress on objectives; houses expert
committee offices

Environmental Committee
(Members: corporate general managers and presidents of Tohoku Epson and Epson Sales Japan)

Decides the direction for overall environmental activities, decides concrete
measures and promotes their implementation

Meeting of Environmental Affairs General Managers

Assists Environmental Committee; holds deputy voting rights

Drafts the General Environmental Policy

Manages progress on the General Environmental Policy and

reports to the Environmental Committee

. Sets Groupwide priorities

. Deals with legal matters (related to products in general and plant
management in Japan)

N

Meeting of overseas Group companies

Communicates General Environmental Policy to overseas Group
companies (end of March) and gives direction (end of September)

Meeting of Environmental Affairs Secretariat

Reviews conservation measures decided by Meetings of the
Environmental Affairs General Managers and exchanges information.
Plans and promotes ISO 14001 and Groupwide auditing.

Expert Committees

Environmental Products Committee/Green Factory Committee
perform expert reviews for Groupwide high-priority issues of General
Environmental Policy and share technical expertise.

Operations Domestic and overseas

Head Office divisions ~ Group companies/affiliates —‘

Labor unions
Employee cooperatives

Promotional organizations I

Operations divisions and Group companies/affiliates implement environmental activities based on the
PDCA cycle, planning and implementing each promotional organization’s related activities.




Managing risk through unified
regulations
The Epson Group complies with pollu-
tion-prevention legislation by adhering
uncompromisingly to the Group’s unified
regulations and standards, which were set
based on our Environmental Policy.

Each promotional organization prac-
tices ISO 14001 to identify all risks in
the workplace, such as potential failure
to meet standards, complaints we may
receive and accidents that may occur.
For each potential risk, we take preven-
tive measures based on the results of risk
assessment and work continuously to
minimize impact.

Table 1 shows cases of standards
violations, complaints and accidents as-
sociated with the environment in FY2003.
We are pleased to report that we did not
receive any fines or penalties in relation to
environmental laws or regulations, either
in Japan or overseas, and that corrective
measures have already been taken.

Moreover, for Groupwide risks, includ-
ing those unrelated to the environment,
we forecast and assess these to take
preventive measures based on our Risk
Management Program. If a crisis occurs
despite all our efforts, the Risk Manage-
ment Committee acts as the central body
governing the situation (see p. 9).

Improving environmental activi-

ties through in-house awards
The Group has established two in-house
awards, the Environmental Award and
the Environmental Management Award,
to encourage improvement in ongoing en-
vironmental efforts and to raise environ-
mental awareness.

The details of the awards and the re-

sults for FY2003 are shown in Table 2.

0.9
03 —~

Europe

Table 1 FY2003 Reports of Standard Violations, Complaints and Accidents

5 Failure to meet noise standards 1 case
i apan
IR D (e ] Failure to meet wastewater standards 3 cases
standards

Overseas Failure to meet industrial complex wastewater standards 3 cases
Complaints Japan  Complaints about noise 2 cases
Accidents — — None

Table 2 Environmental Management Award and Environmental Award

To encourage each promotional organization to fully
incorporate environmental efforts into every area of
business operations and to yield outstanding results.

Purpose

Recognize overall environmental activities, especially
the attainment of targets stated in the General Environ-
mental Policy, as well as basic requirements, such as
compliance with related legislation, and aspects such
as improved organizational structure.

Basis of
evaluation

Operations divisions, Head Office, Group companies/

IREETAEHES affiliates in Japan and overseas

= Imaging and Information Products Operations Division

= Display Operations Division

« Tohoku Epson Corporation

= Epson Engineering (Shenzhen) Ltd. (China)

« Epson El Paso, Inc. (U.S.)/Epson de Juarez, S.A. de
C.V. (Mexico)

= Epson Portland Inc. (U.S.)

= Epson Telford Ltd. (U.K.)

FY2003
results

Onsite evaluation for Environmental Management Awards
(China)

Onsite evaluation site for Environmental Management
Awards (China)

Onsite evaluation for Environmental Management
Awards (Japan)

To encourage employees to increase their interest
in environmental activities and to motivate them to
pursue new “Creation and Challenge” activities.

Recognize development of technology, products or
systems that have contributed greatly to raising en-
vironmental performance, or activities in education
and corporate citizenship that have made a differ-
ence in improving environmental awareness.

Promotional organizations, teams or individuals

* Grand Prix
Epson Engineering (Shenzhen) Ltd. (China) for its
energy-saving activities

*1stClass 4 awards

*2nd Class 23 awards
* 3rd Class

26 awards

J\¢

Final judges’ meeting for Environmental Management
Awards

Fig. 5 Environmental Burden: Energy Use/Total Waste Generation by Region (FY2003)

20.3 196
11.6
4.2

- 08 16
China g3 Japan e [
Americas
3.3
Asia

Energy use
Unit: 10,000 kI of crude oil

Total waste generation
D (amount disposed of + amount recyclec
Unit: 1,000 t
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Environ

Environmental Education and Awareness Programs

Epson has implemented an environmental education program to give each employee an
accurate understanding of environmental issues and to motivate employees to exercise

conservation measures on their own initiative.

Program based on
employee level

Education
for specialists

Awareness
promotion programs

Three pillars of environmental

education
Our Global Environmental & Safety
Policy Department implements
systematic and continuous
environmental education to help each
employee use environmental conser-
vation as a basis of judgment and take
action in environmental efforts, both
at work and at home. We provide three
types of environmental education: a
program based on job role, education
for specialists and education to pro-
mote awareness.

1. Program based on job role

This program offers training tailored

to all job types, from entry to manage-
ment level, to teach each employee how
to approach environmental issues and
take action based on their position.

*Basic education

Basic environmental education is a
mandatory program for all Epson Group
employees and is conducted through a
web-based (intranet) educational sys-
tem called Epson Web Campus.

The campus consists of four sections:
environmental issues, environmental
issues and corporations, individual en-
vironmental efforts and Epson Group
environmental activities. A test menu
is provided as well. Users can take
the web-based course without the re-
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strictions of time or pace of learning.
Supervisors can also monitor each em-
ployee’s progress on the web.

Seminars for new general
managers and managers
New manager seminars provide the
opportunity to discuss environmental
activity trends and Epson’s efforts, as
well as their relation to the General
Environmental Policy. These seminars
are conducted so that new managers
can direct our environmental activities.
A seminar for general managers, led
by the general manager in charge of
environmental activities, focuses on the

Fig. 1 Environmental Education System

significance of environmental manage-
ment.

For employees transferred
overseas
Management directors (heads of
overseas Group companies/affiliates)
are trained to gain expertise in envi-
ronmental management, including
knowledge of legislation and eco-
activities in the countries to which they
are transferred. Management-level and
regular employees alike are provided
with in-depth training, so that they fully
understand the local environmental
initiatives and are able to actively par-
ticipate in local eco-activities under the
leadership of the management direc-
tors.

eOrientation for new employees
For new Epson employees, we provide
basic education on environmental is-
sues and our own efforts, through
which we help each employee under-
stand the importance of participating in
eco-activities.

2. Education for specialists

This program aims to provide skills
training for environmental activities in
certain job positions. This includes, for
example, training of internal auditors
and education on enviromental legisla-
tion. In FY2003, 201 employees were
newly registered as auditors.

Job role-based programs

| Education for specialists || Awareness

Education type
s |

(compulsory) (optional) promotion
Executives
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3. Awareness promotion programs
This category is designed to raise the
environmental awareness of all
employees and to continually improve
environmental activities at Epson
through such activities as establishing
internal honors, the Environmental
Award and the Environmental Manage-
ment Award (see p. 19); provision of
environmental information through
the intranet, featuring related articles
in the web-based Harmony Online and

For the Globe company newsletter; dis-

playing awareness posters and running
seminars and other events.

The current emphasis is on the
intranet news website reporting on
Groupwide environmental efforts,
because it provides employees with
information in a timely fashion. The
website offers the latest news catego-
rized according to activity themes, as
well as trends in related legislation,
minutes of internal and external en-

vironmental meetings together with

meeting materials, and a glossary of en-

vironmental terms.

During environmental month (June
2003), we held a campaign calling on

employees to cut back on the use of

their cars for commuting. This was the

second year of the campaign. We also
solicited ideas on how to reduce com-

muting by car and shared them through

the intranet.

Environmental education and awareness activities at Group companies/affiliates

Group companies/affiliates take the initiative in engaging in unique environmental education and awareness
activities that accommodate environmental trends, local legislation and social needs.

Japan

Kids 1SO 14000s
Epson has joined with its labor union to
cosponsor the Kids ISO 14000s environ-

mental education assistance program, de-
veloped by Japan's International Art & Tech-
nology Cooperation Organization (ArTech).

Since the beginning of the program in
FY2002, 219 local elementary school stu-

dents and children of employees attended

the introductory course and 89 children

took the beginner's course. In FY2003, 130
fifth graders from Minowa Chubu Elemen-
tary School in Minowa, Nagano Prefecture

participated in the introductory course.
In FY2002, Kawagishi Elementary School

since FY2002. Using in-house materials and
case studies on energy-saving measures
outlined in training sheets, the courses are
designed for participants to acquire skills

in identifying areas where energy can be
saved and implementing practical energy-
saving measures.

[Casi] ¥

Environmental Protection Administration of
China and offered scholarships to three of
the institute's students in FY2003.

Singapore

Conference with vendor participation

In November 2003, Singapore Epson In-
dustrial Pte. Ltd. held Epson Clean & Green
Day, an environmental conference with the
goal of deepening knowledge on waste vol-
ume reduction and recycling. Twenty ven-
dors also attended the conference, in which
a lecturer from the Environmental Ministry
spoke on public health, Singapore Epson
reported on its zero emissions activities and
a waste processing vendor explained waste

(Okaya City) students took part in the same
program. Epson employees served as certi-
fied instructors to support the teachers and
children in the activities. In FY2004, these

recycling.

Asia/China

employees will be evaluating the children in
the introductory course and supporting the
children as they try to complete the begin-

ner's course.
Eight certified instructors were added

to the 10 instructors from FY2003 to better
support these activities. We plan to encour-

age more of our employees' children, as

well as more children from local schools, to

participate.

Education on energy savings by in-house
instructors
In addition to standard environmental

education, in-house instructors at Tohoku

Epson (Japan/manufacturing) have been
conducting courses on energy savings

Companywide Exciting Eco-Activity

Under the slogan Exciting Eco-Activity,
employees at Epson Engineering (Shen-
zhen) Ltd. are conducting companywide
environmental activities. These include en-
vironmental education courses using their
own materials, exhibitions of the results of
environmental activities in the newly opened
Environmental Education Room, an environ-
mental conservation rally at the employee
residence and displays of educational ma-
terials for raising eco-awareness.

Scholarship for students in environmental
conservation studies

Epson (China) Co., Ltd., based in Bei-
jing, established a fund for supporting
students who specialize in environmental
conservation studies and began a scholar-
ship program. The urgent need to supply
environmental specialists and to raise indi-
viduals who can lead China's environmental
conservation activities are the background
behind the establishment of this fund.

Epson (China) has contracted with a tech-
nical institute in Changsha under the State

Europe

Poster contest for elementary school students

Epson Telford Ltd. (U.K.) held an environ-
mental poster contest for elementary school
students on June 5, 2004 as a company
event marking World Environment Day. The
theme for the posters was water resources,
incorporating the Environment Day’s theme.
The top prize-winning schools were award-
ed Epson printers, while other prizewinners
received art supplies.

Epson Sustainability Report 2004
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Environmental Management

Environmental Accounting

To enhance environmental management, we make quantitative assessments of our

environmental costs and effects.

Cost

Environmental effects

Our approach to environmental

accounting
Epson’s environmental accounting
statements correspond to the cat-
egories in our General Environmental
Policy to quantify the costs and effects
of conservation activities, and to clarify
the relationship between objectives
and results*. The scope of account-
ing covers Seiko Epson Corporation
and 36 Group companies/affiliates (16
companies in Japan and 20 companies

overseas)**.

* The accounting statement corresponding to
the Japanese Environment Ministry’s reporting
guidelines can be found on our website.

** The companies included in the scope of account-
ing are 1SO 14001 certified and owned more than
50% by Seiko Epson Corporation. For overseas
non-manufacturing Group companies/affiliates,
only three regional headquarters are included.

Graph 1 Breakdown of Environmental Investments

100 million yen :l Energy savings
[ Recovery/recycling of used products

20
[ compliance with legislation
(pollution prevention and others)
[ other 16
—11%
14
—37%
10
=—1%
*—51%
0 FY2002 FY2003
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Economic effects

Environmental
management indices

FY2003 results

In FY2003, total investments amounted
to 1.6 billion yen, up 17% from the pre-
vious year. This can be attributed to an
increase in spending associated with
various energy-saving measures in-
cluded in the new plant and equipment
investments, a 55% increase from the
previous year.

Expenses totaled 19.9 billion yen, a
3% rise from the previous year, owing
largely to a 25% increase in R&D spend-
ing to enhance product environmental
performance and production process
energy savings. This accounts for 43%
of total expenses. Graph 2 shows the
ratios of these two categories with re-
spect to total R&D spending.

Recognized economic effects stood
at 7.7 billion yen. Effects surpassed

Graph 2 Breakdown of R&D Expenses

Enhancement of product
energy-saving performance

Other 30% 34%

8.5 billion yen

Reduction of energy use in the production process 36%

expenses in the areas of energy sav-
ings, reduction in the use of chemical
substances that impose environmental
burden and reuse of water. Of the total,
83% were the effects of energy-saving
measures and waste volume reduction/
recycling measures. Graph 3 shows
the changes in the economic effects in
these two categories.

Graph 3 Cost Effectiveness
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Our environmental accounting method

Data are compiled using internal guidelines based on the

environmental accounting guidelines provided by Japan's

Ministry of the Environment.

. Accounting standards for environmental costs

. Investments and expenses: Based on categories used in
financial accounting

. Expenses: Include depreciation (appropriated for 6
years), labor costs, overall expenses and R&D costs

. Combined costs: Costs of environmental conservation

associated with production are allocated in differential

accounting and apportionment.

R&D costs: Includes all research/development costs as-

sociated with environmental conservation, calculated by

multiplying by an environmental contribution ratio

. Contaminated soil cleanup costs: Expenses are appro-
priated on a fiscal-year basis

2.Method of calculating environmental effects

These are the sum of the effects of conservation measures.

In principle, effects of energy savings and reduction of

global warming substance emissions are appropriated for

six years after implementation of the measures. For others,

effects are appropriated for one year.

3.Method of calculating economic effects

This is the amount equivalent to the sum of the effects of

conservation measures.

® P

o

o

a

®

Future measures

We are establishing a system whereby
the conservation cost, economic ef-
fects and environmental effects data
collected for environmental accounting
are utilized to enhance internal con-
servation activities. We will also pursue
timely updating of the data items to be
collected and the scope of accounting.
In addition, we will continue to work on
reviewing environmental management
indices and to improve the in-house use
of environmental accounting data.



*FY2003 Environmental Accounting Statement Scope: Seiko Epson Corporation, 16 Group companies/affiliates in Japan, and 20 overseas Group companies/affiliates

FY2002 FY2003
Strategy/activity Eg\s/{rsonmental Eg\sl{rsonmental Economic effects Bal.  Environmental/other qualitative effects
ance*3
Invest- Ex- Invest-  Ex- Content Sum Item Unit Value

ments penses ments  penses

(o) - b
& Eco-products/services Etffect of energy-saving products on soci 10,000 kWh 864
@
3 Creating and n
8 o
m Pproviding earth- Green procurement 0.0 5.0 0.0 5.7 5.7 grrie;;])procuremem fatel(prodlictionima g o7 96
2  friendly products
S Lead-free
3
g, Energy savings 5.1 248 6.7 21.7 Energy-savings effect 44.3 (22.6) Energy saved ki 108,828
o Reduction in use of global warming sub-
g Reduction in use of global warming sub- stances ! 2
2 Global warming prevention 0.0 3.1 0.2 23 1 g 9 1.4 09 - "
= stances CO2 cut (energy savings + reduction of ~ 623,551
g.. global warming substances) 2 "
= n . Savings as result of reduced use of chemical
1 ﬁ_leact"}'ﬁ]['?sg;ﬁcﬁgnﬁgleﬁggsgﬁ?;:s 0.0 0.6 0.2 0.7 substances that impose environmental bur- 5.4 (4.7) Reduction in use of chemical substances t 2,571
®  Transforming P den
= rocesses to
‘g—‘ lPeduce environ- Waste-reduction effect 0.4 Reduction in waste volume t 1,589
5 mental burden  Waste disposal/recycling 0.1 236 0.7 225 2x1
5' Waste-recycling effect 20.0 Amount of waste recycled t 39,206
&
2 Effective use of water resources 0.0 2.6 0.3 2.0  Water-recycling effect 3.0 (1.0 Amount of water recycled 1,000 ms 2,540
%‘.
= PRTR (chemical substance discharge/ N : -
:t_'r’v, transfer registration) 0.0 0.3 0.0 0.4 0.4 Preparations for compliance with PRTR Law
Other environmental conservation 02 26 1.3 55 55 Promotion of independent management by operations division
costs - . - - - using Hazard Evaluation Guidelines
Recovering/ Recycling products/consumables Savings from parts reuse
recycling used 0.0 8.2 0.1 10.1 20 81 Increased recovery rate of used products and ink/toner cartridges
products Recycling containers/packaging Savings from packaging recycling/reuse
Sharing envi-  Environmental information disclosure - q q
ronmental data; ~(reports, PR, etc.) ‘ ‘ . Publishing environmental reports on our website
contributing to buti ad 0.0 55 0.0 0.9 PR effect; information disclosure effect 02 07
conservation (Cailouiioie o ol el Eoiks Greening and cleanup activities in local communities
efforts tions
ErviemmeniE] celvesien E:\zfgeggggggggﬂtal education, internal auditor training and energy-
g%’:}l'n”;fé',\yﬂ'sm 1SO 14001 00 108 05 101 Savings as a result of internal education 05 96
- I1SO 14001 maintenance and management activities
Other environmental management
activities
Environmental  Eco-product development/production
R&D process development 0.0 68.4 0.0 855 855
Compliance with legislation (pollution prevention, others) 6.8 302 6.1 25.2 25.2
Soil and groundwater cleanup; others 16 72 0.1 6.4 6.4
Total 142 1938 16.6 199.6 Total 77.6
Rate of environmental investment to total plant and equipment 1.9 _ 24 o
investment (%) . .
Total amount of plant and equipment investment 744 - kéw
Rate of environmental costs to sales (%) S 15 B ;_24 Estimated effect from CO, reductions *4 3 milion yen

*Material Balance Sheet Related to Business Activities (Scope: consolidated basis)

; Increase/ p Increase/
Item Unit FY2002 FY2003 decrease Item Unit FY2002 FY2003 decreases
A f W 202 184 289 232 2 952 CO, emissions -C0,/100 815,504 833,945 18,441
BT Gl By () i 502 B Per unit of sales*2 million yen 62 59 2.7)
kl/100
Per unit of sales*2 million 22 20 2 Energy t-CO; 676,933 671,895 (5,038)
yen
Global warming substances t-CO, 138,571 162,050 23,479
Chemical substances subject to PRTR*9 t 1,473 1,469 37

_ NOx emissions t 309 408 /
Amount of global warming substances t 52 74 22
used /

SOx emissions t 133 244
Amount of currently used chemical sub-
;Eannces targeted for prohibition or reduc-  t 3 0 3) Wastewater 1,000 m? 10,459 10,485 26
Amount of lead used*8 kg 1,062 - _ BOD discharge*7 t 29.6 11.7 (18)
Amount of water used 1,000 m* 12,797 12,462 (335) COD discharge*7 t 824 135 (69)
Amount of used products recovered *6 t 4,643 5,338 695 Total waste generated }1100 oo 42,156 41,853 (303)
Per unit of sales*2 yen 3.2 3.0 0.2
Amount of ink/toner cartridges t 1,821 2603 782
TEEREICE Total waste (landfill and incineration) {llDO million 5,932 2,647 (3,285)
. Per unit of sales*2 0.4 0.2 0.3
Amount of IT equipment recovered t 2,822 2,735 (86) yen
. . Amount recycled t 36,224 39,206 2,982
*1 Represents Epson Group’s consolidated investment. R % 5 o e

*2 Calculated based on Group’s consolidated sales.

*3 Represents net environmental expenses (total expenses-economic effects).
Negative figures represent profit generated as result of measures taken.

*4 Monetary representation of effects resulting from energy savings and reduction
of global warming substances (623,551t-COz), using the average cost of the
Activities Implemented Jointly (AlJ) project of the UN Framework Convention
on Climate Change: 8,000 yen/t-CO2

*5 No figures are available for changes in sections with a dash (-); only FY2002
figures for Japanese sites were available.

*6 Internally discarded products are included.

*7 BOD/COD discharge is calculated based on the amount released into rivers.
FY2003 saw reductions due to improvement in the sewage system and due to
plant closures at overseas Group companies.

*8 Outside the scope since FY2003.

*9 Overseas Group companies/affiliates are not included in the FY2002 and
FY2003 figures.
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Environ

Considering Use of Environmental Management Indices

Since FY2002, Epson has been considering the use of environmental indices to enhance
the efficiency of our environmental efforts. In FY2003, the second trial year, we calcu-
lated eco-efficiency and cost-effectiveness indices.

Our approach to environmental

management indices
It is more vital than ever to translate
eco-effects into corporate competitive-
ness and profitability. Therefore, since
FY2002 we have been considering the
use of environmental management
indices as an effective tool in quantify-
ing the balance of these two aspects of
business activities.

Extending the work done in the pre-
vious year, we calculated two indices:
the eco-efficiency index and the envi-
ronmental cost-effectiveness index.

For the eco-efficiency index, we col-
lected data for three categories: global
warming substance emissions, resource
output and use of chemical substances.
For the environmental cost-effective-
ness index, we collected data for two
categories: global warming substance
emissions and resource output. Only
the production phase was used for both
indices. (Fig. 1).

<Environmental management indices formulae

Index Formula

Sales

Eco-efficiency index [ul
Environmental burden in each
category*

Reduction of environmental
burden in each category**
Cost- effectiveness index

O
Environmental cost in each category

* Environmental burden in each category:

* Global warming substance emissions: Energy use
(CO2 equivalent) + global warming substance emis-
sions (non-energy)

= Resource output: Total output of waste (amount dis-
posed of + amount recycled)

« Use of chemical substances: Impact of chemical sub-
stance use

** Reduction of environmental burden in each category:

« Global warming substance emissions: Energy savings
+ reduction in global warming substance emissions

= Resource output: Reduction in the amount of waste
disposed

Fig. 1 Scope of Data Collection

Graph 1 Global Warming Substance Emissions
(Consolidated)
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Graph 2 Resource Output (Consolidated)
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Graph 3 Use of Chemical Substances (Japan)
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Notes:

1. FY2000 is the base year for index figures (part of the
cost-effectiveness index uses FY2001 as its base
year).

. Amount of xylene in fuels is included in use of chemi-
cal substances subject to the PRTR Law.

. Overseas plants are included based on environmen-
tal accounting data (only Japanese plant data are
included for use of chemical substances).

. Impact of chemical substance use is measured us-
ing weighted hazard coefficients set for each PRTR
substance.

. Amount of reduction in environmental burden for
resource output and use of chemical substances are
calculated using sales.

N

w

N

(&)

Volume of global warming substance emissions

PN Transportation

Production

Amount of energy

Use of chemical substances
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Transportation

Use Disposal/recovery

Total waste output

FY2003 focused on the production phase only

FY2003 results

Eco-efficiency index

1. Global warming substance
emissions (Graph 1)

In FY2003, the index rose as a result of

reduced energy use and reduced global

warming substance emissions.

2. Resource output (Graph 2)

In FY2003, the index rose as a result of
progress made in Zero Emissions Level
Il activities and a subsequent reduction
in resource output.

3. Use of chemical substances
(Graph 3)

The index jumped owing to the reduc-

tion of chemical substances that have

high hazard points in the Hazard Evalu-

ation Guidelines.

4. Cost-effectiveness index (Graph 4)
Progress in Zero Emissions Level 1
activities at overseas manufacturing
Group companies/affiliates resulted in
reduction of waste output. This raised
cost effectiveness in the resource out-
put category.

Graph 4 Cost-Effectiveness Index
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Future measures

Following a trial period in FY2002, we
again calculated two indices. Based

on the results of the trial, we will con-
tinue exploring appropriate indices and
expand the scope to include other busi-
ness activities (from procurement to
disposal/recovery) to gauge our prog-
ress in environmental management.



Eco-Products

Development of Eco-Products

Epson believes that environmental performance and eco-consciousness in product man-
ufacturing are integral components of product quality. Energy-saving design, resource
savings and elimination of hazardous substances are incorporated from the start, at the
planning and design phases, and followed through every step of the product's lifecycle.

Energy-saving
design

Resource
savings

Elimination of hazardous
substances

FY2003 Objectives

= Achieve Epson Ecology Label qualifi-
cation for more than 50% of the prod-
ucts released on the market (number
of models/sales)

* Manufacture products with industry-
leading energy-saving performance

« Build a system to evaluate product
environmental performance

« Achieve 70% recyclability

* Operate a stable system for manag-
ing chemical substance in products

» Lead-free ratios
Use of lead-free terminal plat-
ing for electronic products*: 90%
Approval from customers to use lead-
free solder**: 70%

*Ratio of number of lead-free parts to total
number of parts used for major models/major
substrates

** Ratio of sales of lead-free products to total sales
of products requiring approval from customers

Resuits

« Number of models: Achieved
more than 50% in all businesses
Sales: 43% of total sales (target unat-
tained)

» Offered products with industry-lead-
ing energy-saving performance

= EcolLeaf System Certification ac-
quired and announced on website

» Printers and scanners: Achieved re-
cylability of more than 70%

» Lead-free ratios
Use of lead-free terminal plating for
electronic products: 71.6%-100%
Approval from customers to use lead-
free solders: 39.8%-80.4%

FY0I08) AXsiivitiy Dftefes

Products qualify for Epson
Ecology Label
All businesses achieved their target of

making 50% of all products (in terms

of number of models) qualify for the
Epson Ecology Label. The target was not
achieved in terms of total sales, however,
mainly due to the delay in introducing the
target in the device businesses and the
subsequent shortfall in their contribution.

New measures for ecology labels
Epson was granted System Certification
for its inkjet and projector businesses
under the EcoLeaf Type Ill environmental
label issued by the Japan Environmental
Management Association for Industry. Itis
the first such certification in the projector
industry.

Tighter management of chemical
substances found in products

In response to the adoption of the RoOHS
Directive in Europe, which restricts the
use of six specific chemical substances
in products, Epson has completed the
elimination of these substances from

our semiconductor devices, quartz
devices and optical devices. For fin-
ished products, the target for complete
elimination is set for March 2005. To
further enhance the management of
chemical substances, we are consider-
ing the introduction of a system to control
these substances throughout the supply
chain, in cooperation with suppliers in the
supply chain.

Future measures

The Life Cycle Assessment (LCA) method
that quantifies the environmental burden
throughout a product’s lifecycle has been
fully introduced. Resources, energy use
and output from all stages of produc-
tion — resource procurement, design,
production, transportation and disposal/
recycling — are thoroughly quantified and
their environmental impact is assessed.
Through this assessment, we are improv-
ing the system to enhance the product’s
environmental performance and promote
the disclosure of environmental informa-
tion that meets the various needs of our
customers around the world.

Three basic policies

Epson considers environmental
performance to be a component of
our products’ quality and we are
determined to help reduce the bur-
den on the environment by offering
eco-products. Our approach to prod-
uct manufacturing exercises eco-
consciousness throughout the product’s
lifecycle, starting at the planning and
design stage. Three basic policies on
energy-saving design, resource sav-
ings and elimination of hazardous
substances are in place to guide our
efforts. We are also active in sharing
environmental information on our
products with the public.

1. Energy-saving design

A study of the environmental burden
over a product’s lifecycle reveals that
asignificant amount of electricity is
consumed when the productis in use.
At Epson, each operations division is
responsible for setting its own energy-
saving design objectives based on each
product's features to achieve continu-
ous improvements in environmental
performance.

2. Resource savings

We set a recyclability objective for
products, based on their calculated
recyclable rate, assessed from their
configuration and the materials used.
We are also committed to reducing
the cost of disassembly and sorting.
To achieve this, we reflect suggestions
from operators at our recycling sites
into the design stage of new products,
using the 3R Design Guide. We are fo-
cusing on creating smaller and lighter
products to minimize use of materials.

3. Elimination of hazardous
substances
Epson identifies prohibited or con-
trolled chemicals through our internal
Epson Quality Standards (EQS). We
also strictly control chemical sub-
stances used in raw materials, parts,
commercial production and all other
aspects of the production process us-
ing a database. This ensures product
safety and timely disclosure of infor-
mation to customers.
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ICommerciaIizing eco-products

We are facilitating the commer-
cialization of eco-products by
defining environmental performance
as a component of product quality in
our regular quality assurance pro-
grams. The following case study from
Epson’s Imaging and Information
Products Operations Division, which
manufactures printers and scanners,
details how eco-products are commer-
cialized.

1. Planning

Environmental specifications (envi-
ronmental performance) for a product
are stated in the product proposal
based on Epson Ecology Label Stan-
dards and EQS, both of which reflect
the three basic policies guiding pro-
duction of eco-products. At this point,
we also look into compliance with the

Fig. 1 Commercialization of Eco-Products
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Eco Mark, Blue Angel and other Type
I environmental labels used in other
countries. The product proposal is an
important step for determining envi-
ronmental specifications.

2. Design

The product design is based on the
product proposal and the 3R Design
Guide, which contains information
dedicated to raising product recy-
clability.

The product design is then assessed
for its conformity to environmental
specifications and for improvements
made from previous models. Finally,
environmental specifications are stat-
ed as part of the product specifications
and recyclability is calculated.

3. Trial production assessment
In the next step, raw materials/parts
purchases are planned, based on

Objectives of
environmental specsO

C Product assessment )

EQS

Write revised
environmental specs
for product specs

Write revised
environmental specs
for product specs

( Product assessment )

Complete revisions
of environmental specs
for product specs

Disclosure of
environmental
performance
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Standards applied

Epson Ecology Label Standards

3R Design Guide

Development of Eco-Products

Epson’s Green Procurement Stan-
dards, and the trial production process
is reviewed for future commercial
production. The Green Procurement
Standards eliminate not only hazard-
ous substances from the in-house
production process but also from ma-
terials and electronic parts purchased
from other companies. To fulfill this
mission, the standards prescribe a
two-part review and evaluation pro-
cess, green vendor certification and
green material certification.

4. Commercial production

After the trial production assessment,
commercial production begins, fol-
lowed by final checking for market
release. In all these steps, product and
other environmental assessments are
conducted to ensure conformity to the
environmental specifications set in the
product’s planning stage.

See p. 27 Table 1

OReflects requirements and standards of laws,
regulations, guidelines around the world, major
environmental labels, and Seiko Epson
Corporation policies.

OIncludes internal standards for safety and
environmental requirements that all Epson Group
products and parts must meet in their design,
production and procurement.

OOffers information on 3R design, used in
designing products to meet the 3R (reduce, reuse
and recycle) objectives for achieving higher
recyclability.

Oldentifies 3R issues raised by recycling site
operators associated with each component and
gives suggestions for structural improvements
and materials. Comes with 3R checklist to serve
as guidelines for designing compliant products.

C Product assessment ) Green Procurement Standards | See pp. 30-31



IEpson Ecology Label

The Epson Ecology Label is a voluntary
labeling (Type II) system applicable to
all Epson products. We develop new
products based on our own evolving

set of eco-standards and disclose the
products’ compliance through the label.
It thus serves two purposes: support
for continual improvements in earth-
friendly products, and information

disclosure.
=
ECOLO
o

o':"‘Exi'.steﬂ“:'

Epson Ecology Label logo

The label has two standards: a Group-
wide standard (Table 1) that serves as
the basis of the two, and an operations

division standard set by each division
based on product features.

Table 1 Groupwide Standards for Epson Ecology Label

1. Throughout the product's lifecycle, improve energy savings for product use, re-
source savings and elimination of hazardous substances. For existing models, set

2. Meet the following requirements:

unloading.

100 ppm.

3. Conduct product assessments.

targets that are superior to industry standards and attain them.

= Reduce power consumption during use and while in standby mode.

= Do not include any chemical substances designated as prohibited by Epson.

= Indicate material used on plastic components weighing 25 g or more. .

= Indicate material used for compact secondary batteries; design for easier loading/

= Indicate packaging materials subject to the Law for Containers and Packaging

Recycling and the EU Packaging Directive.
= Indicate material used for plastic packaginP materials.
= Ensure that content of specific heavy metals

in packaging materials is below

New measures for qualifying for
ecology labels

In addition to developing products that
are compliant with the Epson Ecology
Label, we are also attempting to ac-
quire qualification for ecology labels in
other countries (Table 2). In FY2003,
Epson’s inkjet and projector business-
es received System Certification* for
Japan’s Type Il ecology label EcoLeaf.
The EcolLeaf labels for the PX-V600
inkjet printer and EMP-74 and EMP-54
projectors can be seen on the Epson
Sales Japan website.

In China, the govern-
ment has adopted a
policy to give priority to
products compliant with

hitp:/iwww.jema.or.jp

Table 2 Ecology Labels that Epson Has Qualified for

*EcoLeaf System Certification

EcoLeaf verifies the credibility and transparency
of product environmental data collected using the
LCA method. Normally, a committee of judges and
external examiners from the Japan Environmen-
tal Management Association for Industry, which
runs the EcolLeaf program, conducts the
verification. However, under the System Certi-
fication program, manufacturers can conduct
internal verification and certification if designated
employees are certified as EcoLeaf examiners.

China's Energy Conservation Product
Certification in public procurement. In
response, Epson obtained qualification
for the mark immediately and was rec-
ognized as a certified manufacturer in
the first round of certification.

Research on environmental

impact assessment integration
Since
November 2003, Epson has been par-
ticipating in a research group working
on a method for assessment integration
of environmental impact called the
Lifecycle Impact assessments Method,
based on Endpoint modeling (LIME),
and has begun research in the field.
The objective is to master the use of
the method, to identify the balance
between environmental costs and ef-
fects, and to provide information that
would assist Epson in making mana-
gerial decisions on environmental
measures.

Large-
T | Sogon | Ecologylabel | THRC | R | Srnter | prnter | cartiage. | P2PET [tor | pojection . |PC |Other
TV
Type | Germany Blue Angel ° °
Taiwan Taiwan Green Mark ° ° ° °
China I Certfcation . .
Japan Eco Mark ° ° °
Worldwide ENERGY STAR Program ° ° ° ° °
Type Il Scacigina- ECO Declaration ° ° °
Japan PC Green Label °
Worldwide Epson Ecology Label ° ° ° ° ° ° °
Typelll Japan Ecoleaf ° °
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Environmental Performance Eco-Products Development of Eco-Products

IEnergy—saving design

To continually improve the energy-
savings performance of our products,
each operations division sets its own
design objectives. Some of the FY2003
objectives and results for finished
products can be seenin Table 3. For
finished products like printers, our
focus is on reducing total energy con-
sumption not only while printing, but
also when the printer is waiting for
data from the computer, is in standby
mode or when the power is off.

IResource—saving design

Utilizing the 3R Design Guide, we
design our products with high recy-
clability to save resources.

The PX-G900 printer, using Tsuyo-
ink, is designed with various recycle-
oriented features, attaining an 80%
recyclability rating (Fig. 2).

Energy-saving design best practice

L-300/L-400 digital camera with
the highest energy performance in
its class

The fast-growing digital camera mar-
ket is one important segment where
Epson sees the need for energy-

saving designs. For the L-300/L-400,
we lowered the power supply voltage
for devices to within an acceptable
standard limit, employed low energy
consumption devices, reduced the cur-
rent in control systems and used other
total-power-management technologies
to improve the energy savings for each
component. We also focused on how to

utilize as much power as possible from
the batteries. As a result, the number
of photos that can be taken on one
battery has doubled, compared to our
previous models, and the camera at-
tained the highest energy performance
for its class.

L-400 digital camera

Table 3 Energy-Saving Design Objectives and Results (Finished products)

Product group |

Inkjet printers

Energy-saving objective
Low-energy mode power consumption:
50% lower (based on the PM-970C)

FY2003 result
%920 0 PX-G9000

Impact printers

Power consumption/day: 10% lower
(based on the FX-2170)

#1370 O FX-21900

Page printers

Power consumption/day: 10% lower
(based on the LP-7100)

#1000 O LP-61000

Scanners

Low-energy mode power consumption:
10% lower (based on the GT-9800F)

#1010 O GT-X7000

Printers with scanners

Low-energy mode power consumption:
10% lower (based on the CC-600PX)

21650 0 CX-64000

POS printers e

Standby mode power consumption:

#1000 O TM-P600

LCD projectors

Power use per unit of brightness:

#1330 0 EMP-S10

Below 20 W/100 Im

Fig. 2 PX-G900 Inkjet Printer’s Eco-Conscious Design

The PX-G900 printer, using Tsuyo-ink, is designed with various recycle-oriented features and has attained an 80% recyclability rating.

Shared ink head and ink cartridge carriage 1 Disassembly method indicators

energy use during production.

The large plastic “carriage” inside the printer is shared
by different models to both cut costs and reduce B

Shared frames 2

cutting both costs and energy use during ﬂ

The frame design has been unified
eliminating the need to make different
frames from different dies and thereby

production.

Chrome-free steel plates 3

Starting with new FY2002 models,
chrome-free steel plates instead of
galvanized steel plates are used for

the printing mechanism parts. e

3 To facilitate disassembly, marks show how to disassemble
—_ the product. Marking of tightly assembled sections has
shortened disassembly time.

7 Use of closed recycling parts

it

Plastic parts recycled from parts used at Epson
(closed recycling) are being introduced.

Use of drive shaft coated with fired metallic powder

The rubber roller paper feed drive shaft has
1 been replaced with an iron shaft with a fired
» metallic-powder coating, making the shaft
recyclable as iron.

for circuit boards

In FY2001, we developed technology to '
it

eliminate lead from the solder used on
Plastic components marked with material name 5

circuit boards. We established a volume
production system for printers using this
Plastic parts weighing 5 g or more are marked with
the material name to facilitate sorting.
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Lead-free mounting solder used . . . .
4 9 Exterior casing coated with soluble coatingd O

o T Asoluble coating is used for the
= = exterior casing so that the coating
does not need to be removed for
recycling. This achieves higher

recyclability.

technology in April 2002.

O Higher recyclability achieved for encoder parts

Single-material casting is used and the graduations, which
were printed, are formed through precision casting. (Left:
before/Right: after)



Tighter management of chemical

substances
Epson’s measures for the RoHS Direc-
tive include setting its own standards
and targeting the elimination of the six
specific substances from devices (semi-
conductors, quartz, optical) by March
2004 and finished products by March
2005. This is well ahead of the sched-
uled banning of the substances within
the European Union on July 1, 2006.

Our future measures include es-

tablishing a certification system,
whereby we ask suppliers and other
companies in the entire supply chain
to work together to manage the sub-
stances appropriately throughout
the supply chain. Our goal is to raise

¢, e

Devices compliant with the RoHS Directive

Eliminating lead from solder

Epson leads other companies in the
elimination of lead, a hazardous sub-
stance that is subject to the RoHS
Directive.

In FY2001, we developed technology
to eliminate lead from the solder used
on circuit boards (lead in mounting sol-
der and terminal plating for electronic
parts) and later established a volume
production system to make the solder
98% lead-free.

In FY2003, after promoting lead-free
initiatives for our purchases and receiv-
ing approval from our customers to use
lead-free solder, we achieved lead-free
ratios of 71.6-100% for terminal plating
for electronic parts (varies by product)
and 39.8-80.4% customer approval rate
for lead-free solder (varies by opera-
tions division).

the credibility of information we pro-
vide on chemical substances found in
Epson products.

RoHS Directive (Directive of the European
Parliament and of the Council on the Restriction
of the Use of Certain Hazardous Substances in
Electrical and Electronic Equipment)

The directive came into effect on February

13, 2003; it prohibits the use of six specific
chemical substances (lead, mercury, cadmium,
hexavalent chromium, polybrominated biphenyls
and polybrominated diphenyl ethers) in electric
and electronic products manufactured and sold
within the EU after July 1, 2006.

Lead-free soldering best practice
Making LCD projectors lead-free
We have eliminated lead from the lens-
es and mounting solder on the circuit
boards of all models.

dreamio EMP-TW10H

Joanna Grocott, Environmental
Specialist, Epson Europe B.V.
(Netherlands/non-manufacturing)

"1 To do business in Europe,
1 it is becoming increasingly
important to disclose envi-
ronmental information and
qualify for ecology labels.
As a result, we are promot-
ing qualification for one of
the ecology labels, Blue
Angel. However, to be a leader in conserva-
tion efforts, we must respond to the needs
of customers in each region we operate in,
qualify for ecology labels and disclose en-
vironmental information for all products. We
must also create products that meet strict
standards and demonstrate superior envi-
ronmental performance ahead of other com-
panies. It is crucial that the environmental
information we disclose is kept transparent,
if we are to call it a full disclosure. What we
must do is provide a system for our custom-
ers to be able to obtain all of our corporate
and environmental information, wherever
they may be, and to keep improving the us-
ability of this information.

Lead-free soldering best practice
Making watches
lead-free

The Seiko Arc-
tura Kinetic
Chronograph Se-
ries has become
the first lead-free
watch.

Seiko Arctura Kinetic
Chronograph Series

Market Size and Social Effects of Eco-Products

Epson designates products that comply with the Epson Ecology Label or that have attained inter-
nal energy-saving design targets as eco-products, and monitors their sales.

Consumer IT equipment is also monitored and estimates of the reduction in power consumption
during use are calculated. The table below shows the results for products sold in FY2003.

Sales of Epson Ecology Label products 4754 bilion yen/year (43% of total sales)
100.8 bilion yen/year (9% of total sales)

8,640,000 kWh/year (1,885 households*)

*Average power consumption per household = 4,487 kWh/year

We were successful in making de-
vices (excluding modules) completely
lead-free. We will continue to seek the
approval of our customers to use lead-
free methods wherever possible.

Sales of energy-saving products
Energy savings from eco-products
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Eco-Products

Green Procurement

In making earth-friendly products, every part and raw material must be chosen carefully
and procured with the environment in mind, to achieve the highest environmental per-
formance. Epson follows a set of strict standards to effect green procurement for both
production materials and general purchases.

EY200SIACHIVIVADIOEST

Renewed green procurement
Certification of standards for productti)?nhmdaterials
. . In January 2003, we established new

eco-conscious suppliers Seiko Epson Group (SEG) Green
Procurement Standards for Produc-
tion Materials to further enhance the
safety of Epson products. Suppliers of
production materials must prove that
prohibited chemical substances are not
found in their products and materials,
and that they are not used in the pro-
duction process. According to the new
standards, we require suppliers to dis-
close information on substances found in
their products and materials if they want
to become Epson suppliers.

Procurement from
certified suppliers

Priorities: saving resources; ellmlnatmg Started a global study on chemical
hazardous substances substances found in products
Epson held a briefing for 2,200 suppli-
ers worldwide to collect information on
chemical substances found in the pro-
duction materials they supply.

FY2003 Objectives
Built a database of 500 chemical
Establish a method for conducting substances )
green procurement of new production Epson has constructed a Groupwide
materials that guarantees the environ- database containing information that
mental performance of each purchase. has been collected from around the
» Production materials green procure- world on chemical substances found
ment rate:Japan/overseas 100% in production materials. The database,
« General purchases green procure- which includes information on alternative
ment rate:Japan 100% materials, can also be used by product
planners and designers for developing
earth-friendly products.
Results
Future measures
Started green procurement for new Our objective is to use the framework we
production materials built in FY2003 to continue with elimi-
eProduction material green procure- nation of chemical substances and to
ment rate:Japan 95.2% improve our product safety assurance
Overseas 96.9% system.
*General purchases green procure-
ment rate:Japan 99.9%
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Green procurement for

production materials
Epson’s global procurement standards
for production materials (all parts and
raw materials including packaging and
OEM products used to create products)
support our policy for creating earth-
friendly products, starting from the
initial stage of production.

Supporting our green procure-
ment effort is a two-step process of
review, certification and registration of
Green Vendors and Green Production
Materials. We certify green vendors as
those suppliers who are active partici-
pants in environmental initiatives. And
we certify green production materials
as those we have assessed as being
eco-conscious. This two-step process
demonstrates the high priority we place
on purchasing materials that impose a
lesser burden on the environment from
eco-conscious suppliers.

In January 2003, we established the
SEG Green Procurement Standards for
Production Materials to enhance the
quality assurance of Epson products,
while encouraging further elimination
of chemical substances from our prod-
ucts. Under the new standards, which
took full effect two months later, we
require our suppliers to guarantee that
legally prohibited substances are not
found in the production materials they
supply, as a prerequisite for qualifica-
tion as a Green Vendor. We also added
the disclosure of information on chemi-
cal substances found in production
materials as a condition for qualification
as a Green Production Material. Fig. 1
shows the renewed green procurement
process for production materials.

In addition to the requirements men-
tioned above, we ask our suppliers to
guarantee that prohibited substances
are not used in their production pro-
cesses, as a further step in our efforts
to eliminate these substances from our
products.

Briefings for suppliers

Epson has been holding briefings

for 2,200 Group companies/affiliates
around the world to explain the new
green procurement initiatives and to



ask them to cooperate by providing
information on chemical substances
found in production materials.

Management of chemical substances
in products and elimination efforts

Epson joined its competitors in found-
ing the Japan Green Procurement
Survey Standardization Initiative (JG-
PSSI). Using a research tool developed
by the Initiative, Epson conducted a
worldwide investigation on chemical
substances found in production materi-
als and created a database that is to be
shared Groupwide (Fig. 2).

The database houses information
provided by participating suppliers on
500 kinds of chemical substances in
70,000 production materials. One can
search the database for production ma-
terials that use
prohibited sub-
stances subject
to complete
elimination and
for information

Green Procurement Standards for
Production Materials (Chinese & English)

Fig 1. Green Procurement of Production Materials

on corresponding alternative materials.
Using this database, we are improving
our efforts to eliminate chemical sub-
stances subject to RoHS Directive.

Green procurement for

general purchases
For general purchases such as office
machines and supplies, fixtures and
furniture, we greatly encourage green
procurement. In 1999 we established
guidelines for these purchases, and
these were partially amended to accom-
modate the enactment of Japan’s Law
on Promoting Green Purchasing. For
the 14 products subject to the Law, we
certify those in conformance as green
products. Other products are reviewed
against Epson’s own standards and giv-
en certified status. Green products are
given higher priority in purchasing. In
FY2003, we removed all items that are
not compliant from the ordering system
for general purchases.

Green

Green vendor
review/
certification

,  production
7 material review/
certification

) Procurement

Green vendor requirements

Proof that products do not contain prohibited chemical
substances

. Elimination of prohibited chemical substances from the
production process

Successful Epson audit of waste management*

. Approach to environmental activities**

Noe

rw

* Applies only to contract manufacturers in Japan
**Must comply with Epson s standards

Fig. 2 Investigation of Chemical Substances in Products

Search for all substances subject
to complete elimination

Use tool for studying
substances subject
to complete
elimination

~ Meets
requirements

Collectioﬁv

uoirewloyul Juswabeuew sapn|oul)
aseqelep a1NguIIe [eIUSWUOIIAUT

Does not meet
requirements

Obtain Results gjimination and
replacement efforts

Green production material requirements

1. Disclose information on controlled chemical substances
found in products***

2. Procurement from green vendors

3. Packaging material for delivery

***Substances subject to future elimination by legislation in
Japan or overseas and by Epson s voluntary restrictions,
and substances that require their presence in products to
be monitored

A Sense of Responsibility and a

Spirit of Challenge Drive the Elimi-
nation of Chemical Substances

Toh Yew Lye, chemical substance
management systems architect,
Singapore Epson Industrial Pte. Ltd.
" In July 2003, we invited

our suppliers to a brief-

ing on Epson’s Standards

for Green Procurement of

Production Materials and

asked their cooperation in

providing information on
chemical substances contained in their
products. We faced many problems at the
initial stage and there was some confusion,
but we successfully worked through each
stage — from launching the task force, to
appointing persons in charge, to request-
ing vendors for more cooperation — all with
the help of the Head Office. As a result, we
now have the knowledge and experience
we need to resolve issues ourselves. With a
strong sense of responsibility, the group of
individuals that heads this initiative is ready
and willing to take on whatever challenges
we encounter, with the full cooperation of
our peers. We now have the confidence we
need and strongly believe that we can attain
our goals.

Table 1 Briefings for Vendors

| Noofvendors |

Japan Total 1,400
Shanghai, China 300

Fuzhou, China 50

Suzhou, China 40

Overseas Taiwan 100
Hong Kong 400

Philippines 40

Indonesia 80

Europe & U.S. 50

Graph 1 Rate of Green Procurement of Production Materials
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Eco-Products

Product Recycling

Creating a society that constantly recycles requires manufacturers to work together with
governments and consumers, and to assume responsibility for used products. With a
commitment to extended producer responsibility, the Epson Group is building recovery/
recycling systems that meet local legislation requirements and the needs of consumers
in each region in which we manufacture and sell products.

B2 003FACTIVITVADIOEST

Promoting recovery/recycling

Compliance with legislation Erounﬂ thle Worfl'dd duct y
in eaCh region pson has launcned product recovery.

recycling systems in seven countries
in Europe, as well asin the U.S., South
Korea, China and Japan. In FY2003,
we initiated new types of activi-

tiesin the U.S. and South Korea.

For consumables, such as ink and
toner cartridges, we collaborated with
local electronics manufacturers and
environmental organizations in the U.S.
and Australia to launch new recovery/
recycling initiatives.

Meeting the needs of
consumers in each region

Home-Use PC Recovery Begins in
Japan ]
Effective In Jap_an, Epson started recc_)verlng/

recycling system recycllng of home-use P_C§ in _October

2003. This followed a revision in the Law
for Promotion of Effective Utilization of
Resources, which made it mandatory
for manufacturers to recover/reuse PCs
used in the home, in addition to those
used in offices. The recycling rate of
products recovered in Japan was 64% in
FY2003.

FY2003 Objectives

* Recycling rate of products recovered
in Japan: 65% New recycling systems

To further promote reuse of resources, a

system was created at Atmix Corporation

(Aomori/manufacturing) to recycle metal

parts from IT equipment recovered in the

Results Kanbayashi Plant (Nagano/non-manu-
facturing). Part of the recycled materials
« Recycling rate of products recovered will be used for watch parts.

in Japan: 64%
Future measures
Epson will respond swiftly to trends in
legislation and consumer needs in each
region we operate in, while continuing to
build up recovery/recycling systems for
used products.

Definition of terms Weight of items directly reused + Weight of items recycled as materials

as products or parts (units) such as iron, copper, aluminum, precious
metals, glass and plastics*

Recycling rate — -
Weight of reused/recycled products

*For composite parts (circuit boards, motors, HDD, FDD, etc.), the weight is calculated by multiplying the total
weight by the fraction of the weight of precious metals recovered from the parts, both before and after sorting
(starting in FY2003).
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Global movement to recover/

recycle products
Europe
Under the Directive of the European
Parliament and of the Council on Waste
Electrical and Electronic Equipment
(WEEE Directive), EU member states
are to establish legislation that re-
quires recovery and recycling of used
electrical/electronic equipment sub-
ject to the WEEE Directive by August
2004. We have been monitoring each
country’s legislation and have begun
planning suitable recovery/recycling
systems.

u.s.

One of our affiliates has launched its
own product take-back program to
recover/recycle Epson products at a
flat 10-dollar fee for both corporate
and personal users. In FY2003, one of
Epson’s sales affiliates joined the pilot
run of Plug-In To eCycling, an initiative
launched by the U.S. Environmental
Protection Agency, the Product Stew-
ardship Institute and Staples, Inc.,
together with several electron-

ics manufacturers and a recycling firm,
Environcycle, Inc. Through the pilot’s
take-back program, electronics, such as
Epson’s printers, are collected for recy-
cling at 25 retail stores in Connecticut,
Maine, New Hampshire and Massachu-
setts.

South Korea

In January 2003, a revision was made
to the law to promote resource savings
and recycling and it is now mandatory
to recycle plastic foam protectors used
in packaging and to add sorting marks
to facilitate sorting. Epson’s manu-
facturing affiliate in South Korea is
carrying out the recycling through a
recycling association and adding the
sorting marks on protectors.

Japan

Under the Law for Promotion of
Effective Utilization of Resources,
manufacturers are required to recover/
recycle PCs. Epson has already been
recycling corporate-use IT equipment
(printers, PCs and projectors) for some
time.



Following the revision to the law
in October 2003, Epson established
arecovery/recycling system for
home-use desktop computers, laptop
computers and monitors manufactured
by Seiko Epson, Epson Sales and Epson
Direct. The system recovers/recycles
the products sold up to September
30, 2003 for a fee, and those sold from
October 1 onward free-of-charge. We
are using a recovery scheme created
by the Japan Electronics and Informa-
tion Technology Industries Association

(JEITA) and Japan Post. The scheme is
shared by manufacturers (Fig. 2).

In its recovery/recycling system, the
Group has been focusing on maximizing
the reuse of recovered products, re-
sulting in less than 2% (average across
recycling sites) of recovered products
being sent to landfills. We are also
improving the product life by reusing
recovered products. Epson Direct has
been running a take-back program for
PCs since FY2002.

We are determined to further im-

Fig. 1 Recovery/Recycling System for Used Products and Consumables

Europe: (The Netherlands,
Germany, Belgium, Denmark,
Switzerland, Norway, Sweden)

@ @ (France, Italy, Germany)

South Korea

[}
China @ ( 1 J
Taiwan @®  Japan
[ J

e : Product recovery/recycling
e : Consumables recovery/recycling

Fig. 2 Recovery/Recycling System for Home-Use PCs (Japan)
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prove reuse rates and reduce costs, as
we now are required to recover and
recycle home-use PCs in addition to
corporate-use PCs.

To request collection of corporate-use PCs for
recycling, please visit:
http://www.epson.co.jp/ecology/consumer/
index_business.html (in Japanese only)

To request collection of home-use PCs for
recycling, please visit:
http://www.epsondirect.co.jp/pcrecycle/ (in
Japanese only)

Information flow =

Used product flow =

Table 1 Recycling Fee Collection for Home-Use
PCs (including collection fee)

PCs sold from

Oct. 1, 2003 onward
Collected from con-
sumers upon purchase
by including the fee in
the retail price

PCs sold up to
Sept. 30, 2003

Collected from con-
sumers upon disposal
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Product Recycling

Environmental Performance Eco-Products

Plant (Japan/non-manufacturing). Part
of the recycled materials will be used
as materials for watch parts at Epson
(Fig. 3). Another feature of this system
is that the recovered metals are trans-
ported by rail, which produces less CO2
than transport by truck.

Pursuing Both Legal Compliance

INeW recycling measures ) r
and Customer Satisfaction

COLUMN

In FY2003, a system was created at
one of our Group companies/affiliates
in Japan, Atmix Corporation (Japan/
manufacturing), to recycle metal parts
from IT equipment, such as printers
and PCs, recovered in the Kanbayashi

Takao Sekizawa,

product recovery system designer
architect, Epson Direct

Epson Direct was entrusted
with the role of recovering
home-use PCs for Epson
and | was given the respon-
sibility of building the entire
recovery system. It proved
to have a much broader
scope than simply accept-

Fig. 3 New Recycling System at Atmix

Metal injection-molding com-
_} panies

Kanbayashi ) Powder metallurgy companies ing used products, involving various other
Customers > R?:%%Ctg?g > Atmix Used as parts materials tasks, such as attaching a Recycle Mark to

new products sold to certain customers. Re-
covery of used PCs is a legal requirement,
but we decided to design the workflow so
that we could build a long-term relationship
with customers who bring in the PCs. That
way, we believe we can heighten customer

—> Epson

*Metals are melted
in a high-frequency
induction furnace
and recycled into
metallic powder

eDisassemble and sort
collected products

Used as raw materials for watch
al

IConsumabIes recovery/recycling

u.S.

Epson’s sales affiliate in the U.S. has
formed a partnership with FundingFac-
tory (FF) which provides a program

for raising funds through the recovery/
recycling of consumables.

Through this program, schools and
other organizations are awarded points
based on the volume of used consum-
ables they collect. The points can later
be redeemed for prizes.

Collected consumables are processed
appropriately by the Epson affiliate.

Japan

Printer consumables, such as ink car-
tridges, are collected at recovery boxes
installed in shops across the nation. For
toner cartridges, we provide a toll-free
number for direct recovery. The num-
ber of recovery boxes reached 2,582 as
of March 31, 2004, an increase of 277
from the previous year. As a result of
publicity campaigns in newspapers,
magazines, our website and flyers pack-
aged with products, we have seen a
year-on-year increase in recovery rates
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of 1.7% to 9.3% for ink cartridges, and
4.9% to 61.5% for toner cartridges.
Graph 1 shows the recycling rates of
these two consumables.

To request collection of consumables in Japan,
please visit:
http://www.i-love-epson.co.jp/products/toner/
(in Japanese only)

Taiwan

Epson operates a recovery/recycling
system for ink and toner cartridges in
Taiwan. We also set up a system using
a toll-free number and a website to ac-
cept collection requests directly from

Graph 1 Recycling of Consumables

Ink cartridge recycling breakdown

Ink waste 11%

Blast furnace
reductant
16.1%

Material
recycling
(plastics, foam)
72.9%

satisfaction, increase sales and add value in
various other ways. That is my main focus
for future projects, as well.

customers to facilitate on-the-spot col-
lection.

To request collection of consumables in Taiwan,
please visit:
http://www.epson.com.tw/imaging/Consumable/
recycle.asp (in Chinese only)

Recovery box for ink cartridges (Japan)

Toner cartridge recycling breakdown
Cartridge for LP-8400 (A3 monochrome)

Parts reuse

Thermal recycling 31.3%
. 0

22.2%

Material
recycling
46.6%



Environmental Performance Green Factories

Preventing Global Warming

The Epson Group is aiming at an absolute reduction in global warming substance emis-
sions of 60% in FY2010 (based on FY1997, consolidated globally). To achieve this ambi-
tious goal, we are cutting energy use to reduce CO2 emissions, as well as cutting emis-
sions of non-CO02 substances that contribute to global warming.

Reduction of CO2 emissions
by cutting energy use

Reduction of non-C02
global warming substances

FY2003 Objectives

* Reduction in total consumption
(crude oil equivalent)
- Japan: 5% reduction (based on
FY2002)
- Overseas: Lower than the FY2002
level
= Operation divisions consolidated en-
ergy savings
- 7% of FY2002 energy use (including
the 1.3% energy savings in FY2002)
= Qualitative targets
- Improved management 90 points
Facilities 80 points Production
equipment 40 points
* 35% reduction in emissions of global
warming substances (based on
FY1997)

Results

« Reduction in total consumption
(crude oil equivalent)
- Japan: 3.4% reduction (based on
FY2002)
- Overseas: 2.0% increase (based on
FY2002)
= Operation divisions consolidated en-
ergy savings
- 6.5% of FY2002 energy use (in-
cluding the 1.3% energy savings in
FY2002)
= Qualitative targets
- Improved management 91.1 points
Facilities 82.6 points Production
equipment 46.1 points
= 49.5% reduction in emissions of
global warming substances (based
on FY1997)

EAOI0R) A\efiiviTay BTfefesti

Emissions of global warming sub-
stances
In FY2003, the absolute quantity of glob-
al warming substance emissions was
827,000 t-COz2, up 3.8% from FY1997,
due to an increase in production volumes
of electronic devices such as semicon-
ductors and LCDs. Emissions per unit
of sales were 58.5 t-CO2 per 100 million
yen, down 22.1% from FY1997 (Graph 1).
Energy use in Japan decreased 3.4%
(from FY2002), failing to meet our target
of a 5% reduction. Overseas, energy use
increased 2.0%, also failing to meet the
target of achieving a level lower than the
FY2002 level. Global energy use on a
consolidated basis decreased by 1.9%
(Graph 2).

Promoting energy-saving efforts for
production equipment
Energy-saving activities in FY2003 have
focused on energy savings for produc-
tion equipment and innovations in the
production processes. At manufactur-
ing sites around the world, we identified
sources of energy loss for production
equipment, measured these losses and
presented them in a way that the amount
could be easily visualized so that action
could be taken. As a result, energy sav-
ings (crude oil equivalent of the effects
of energy-saving measures) amounted
to 6.5% of FY2002 use on a global con-
solidated basis, 6.3% in Japan and 7.0%
overseas. Energy savings overseas have
met the target of 7.0% (Graph 3).

Future measures

Our approach for reducing Groupwide
energy consumption is through imple-
menting energy-saving measures in
eachregion we operate in, as well as
ongoing process innovation in electronic
device production. More research on
the Kyoto Mechanism (the Kyoto Pro-
tocol mechanism for CO2 emissions
trading) will be conducted, as well as on
measures for enhancing awareness and
morale among employees through the in-
troduction of internal emissions trading.

Preventing Global Warming

Our approach to helping prevent

global warming
Reduction of CO2 emissions is the
best-known measure for the preven-
tion of global warming. The Kyoto
Protocol, however, designates five ad-
ditional substances as contributors to
global warming: nitrous oxide (N20),
methane (CHa4), hydrofluorocarbons
(HFCs), perfluorocarbons (PFCs)
and sulphur hexafluoride (SFs). Be-
cause CO2 emissions derive largely
from the use of energy (purchased
power, kerosene, fuel oil, etc.), CO2
reduction basically calls for less energy
use. Other substances also require ur-
gent attention because of their impact
on global warming. For example, the
global warming effect of a type of PFC
gas, C2Fs, is 11,900 times higher than
that of CO2. SFe is 22,200 times higher.
PFCs and SFe are used in the Group for
cleaning and etching processes in semi-
conductor and LCD manufacturing.

The Group is therefore commit-
ted to reducing both CO2 emissions,
through energy-saving measures, and
emissions of other global warming sub-
stances. Energy use and emissions of
global warming substances other than
CO2 are both converted to a CO2 emis-
sions equivalent (10,000 t-CO2). The
total of these two, defined as the total
global warming substances emissions, is
subject to an ambitious 60% reduction
in absolute quantity by FY2010 (based
on FY1997, global consolidated).

IEnergy—saving measures

At the Epson Group, we have four ap-

proaches to implementing energy-

saving measures to assure that we

use only the necessary amount, at the

necessary time, in the necessary place.

These four approaches are:

1. Maintenance and improvement of
management

2. Cutting energy use in basic facilities
and buildings at plants

3. Cutting energy use through pro-
duction equipment and process
innovations

4. Introduction of new types of energy.
For 1 through 3 above, we employ

our own qualitative targets, using a
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Environmental Performance

132-item checklist to assess how close
we are to achieving our targets.

Each promotional organization is
responsible for self-ratings on a scale
of 1to 5. The department in charge of
supervising environmental activities at
the Head Office reviews the results and
discloses the status of qualitative tar-
get achievements in each promotional
organization to improve environmental
efforts.

Graph 1 Total Global Warming Substance Emissions/
Emissions Per Unit of Sales (Consolidated)

[ ICFa [ C2oFs [C1SFs
[ Other global warming substances
[ ]Emissions by energy use (Japan)
[ ]Emissions by energy use (Overseas)
—@— Per unit of sales

Green Factories

Production equipment-related

measures
Among the four approaches to imple-
menting energy savings, in FY2003 we
focused on cutting energy use through
production equipment and process
innovations, and emphasized energy
consumption measurement that could
be “easily visualized.” We measured
each component’s energy consumption
and corresponding production volume
over the same period to understand
the energy use during production and
when idle. Through this, we measured
idle-time energy consumption and
attempted to identify areas of improve-
ment to minimize it.

Malaysia

Epson Precision (Johor) Sdn. Bhd.
(Malaysia/manufacturing) achieved

a 22.4% reduction in electricity use.
Through an analysis of the production

Preventing Global Warming

volume versus the energy consumption,
the power consumption of cleaning ma-
chines used for manufacturing watch
parts was cut by stopping the machines
when the machines were not cleaning
(were on standby).

China

Epson Engineering (Shenzhen) Ltd.
(China/manufacturing) monitored the
operation of plastic injection mold-

ing machines used for manufacturing
printer parts. Shortening the cycle time
(time required to make one part) to
raise efficiency, as well as shutting off
the machine’s power after a production
run, helped achieve a 14% reduction in
power consumption was achieved.

Tohoku Epson
(Japan/manufacturing)

Tohoku Epson has built a system that
enables real-time monitoring of produc-

Graph 2 Energy Use/Use Per Unit of Sales (Consolidated)

Energy use [[]Japan [___]Overseas

® Perunit of sales

Notes:

1. The amount of non-energy-use emissions in FY1990 is calculated using the corresponding
amount in FY1995.

2. Emissions of substances other than CO:2 are calculated using the conversion coefficient
published by the International Panel on Climate Change in 2001.
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Unit: 1,000 kI of crude oil Per unit of sales: ki/100 million yen
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tion volume and power consumption
for manufacturing equipment (Energy
Savings Navi). This system, which iden-
tifies non-production-related power
consumption, is being used to further
identify areas where power consump-
tion can be cut.

Energy Savings Navi developed by Tohoku Epson

Process innovations in electronic

device manufacturing
The biggest consumers of energy
among all Epson businesses are the
semiconductor, LCD and certain
electronic device manufacturing op-
erations. We are therefore actively
pursuing process innovations in these
areas to achieve the FY2010 target.

Epson’s process innovation is

epitomized by the concept of the
Scaleable Minimum Fab — the use of

Graph 3 Energy Savings (Consolidated)

[ Japan [] Overseas
Unit: 1,000 kI of crude oil

compact and standardized clean rooms,
equipped with one minimum-facility
production line per room for flexible
production. Unlike the clean rooms at
large device plants that require an
enormous amount of energy to build
and operate, minimum fabs can be flex-
ibly added or dropped to accommodate
changes in production demands.

We believe that three gradual re-
forms and innovations can make the
Scaleable Minimum Fab concept
happen: 1. Major streamlining of the
production process (elimination of all
replaceable processes, improvement of
equipment performance and introduc-
tion of new technology); 2. Innovations
in flow patterns (the way substrates
are processed/transported); and 3. In-
novations in basic facilities that supply
electricity, purified water, air and gas
(Fig. 1).

Currently, a TFT panel plant is being
constructed in Chitose, Hokkaido, with
special attention being paid to stream-
lining production processes. The aim
is to double the energy efficiency of
the new plant compared with existing
plants.

Narindra Mohan Kumar, leader of
energy-saving activity promotion,
Epson Precision (Johor) Sdn. Bhd.
(Malaysia/manufacturing)

e ™ !
Narindra Mohan Kumar, Suihaimi Muslim, Zulkamaen Ismon (left
to right)

The water-cleaning machine is the single
most important piece of equipment in the
watch-exterior cutting process.

A special committee worked together with
production staff to cut the power consump-
tion of the cleaning machine during idle
periods (when the machine was operating,
but not cleaning). We controlled the opera-
tion of the cleaning machine using sensors
installed on the conveyors that feed the
machine, to detect the trays that carry the
parts to be cleaned. One cleaning cycle
lasts seven minutes and two conveyors
are simultaneously working during a cycle.
When the sensors on a conveyor no longer
detects any trays, the cleaning machine au-
tomatically stops.

As a result of introducing this system, we
were able to reduce monthly power con-
sumption by 22.4%. Our goal is to improve
the process and achieve a 30% reduction.

Overseas: Saved 7.0%
(5,759 kl)

25 6.0 ..
50 i
Target energy savings :
7.0% of FY2002 energy use 4.0 :
(20453 K) consolidated: 30 H
20 st Saved 6.5% : ]
: (19,005 KI) 20
1.0
Target: Actual
PP S N e A Overseas
15.0 i Japan: Saved 6.3%
(13,246 KI)
10
12.0
9.0
5 6.0
3.0
Target Actual
0 0 e

Consolidated

Fig. 1 Scaleable Minimum Fab

2003 2005 2010
Total no. of Approx. 300
processes processes D'} Approx. 80 processes
Major stream- « Eliminate replace- = Introduce new
lining of the able processes technology
production = Enhance equipment
process performance

Innovations in
flow patterns

Inefficient — because
single and batch
processing/transport
coexist, time is lost
between processes.

Batch processing
eliminated; Lot trans-
port between proces-
ses still in place.

Efficient — lot trans-
port is eliminated,
single process-
ing/transport is car-
ried out, with no time
lost between proces-
ses.

Innovations in
basic facilities
supplying elec-
tricity, purified
water, air and
gas

Building with a huge
clean room

Utilities

Clean room

Compact facility suit-
able for a compact
production line

Utilities

Production
line (unit)

Building with regular
air conditioning

Energy use

Approx. 40%
energy reduction

Approx. 84%
reduction
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Environmental Performance Green Factories Preventing Global Warming

Ilntroducing new energy sources

Along with efforts to cut energy
consumption, we are introducing
new sources of energy in our global
operations (Table. 1).

In FY2003, the Ina Plant (Japan/
manufacturing) introduced two 250 kW
molten-carbonate fuel cells (MCFC)
supplied by First Energy Service Co.,
Ltd. (FESCO), a new energy services
company. FESCO leases and manages
MCFCs; we contracted with the compa-
ny to receive electricity and waste heat
steam from the two fuel cells.

The MCFCs are manufactured by
Fuel Cell Energy, Inc. of the U.S. and
offer 47% to 50% power generation ef-
ficiency and are easy to maintain. They
are regarded as next-generation fuel
cells.

With the introduction of the
MCFCs, the Ina Plant achieved approxi-
mately 30% energy savings and about
a50% cut in CO2 emissions, compared
to conventional power generation
(commercial electricity and fuel-fired
boiler).

Table 1 Introduction of New Energy Sources

Type Location

Ina Plant (Japan/manufacturing)

Details

Max. power generation 50 kW

Solar power generation

Head Office (Japan/manufacturing)

Max. power generation 10 kW

Toyoshina Plant (Japan/

manufacturing)
Fuel cell

(Cogeneration)

Self-generation system, together
with a cogeneration system that
uses waste heat for clean room air
conditioning. Introduced two units
with max. capacity of 200 kW.

Ina Plant (Japan/manufacturing)

Introduced two liquefied natural gas
(LNG) fuel cell units with max.
capacity of 200 kW.

Sakata Plant (Japan/manufacturing)

Gas turbine

Kerosene-powered, with one of the
largest capacities for a semiconduc-
tor plant in Japan: 36,000 kW.

(Cogeneration)

Suwa Minami Plant (Japan/

manufacturing)

Introduced unit using kerosene as
fuel with capacity of 7,200 kw*.

Snow air-conditioning

Sapporo Software Center
(Japan/non-manufacturing)

The system stores 140 m® of snow
during the winter, which drives the
air conditioning in summer using a
heat exchanger to extract energy.

Green Power Certification System
(Wind power)

Seiko Epson Corporation

Japan Natural Energy Co., Ltd.
provides wind power; by purchas-
ing Green Power Certification we
are recognized for replacing part of
our power supply with wind power
(equivalent to 2,000,000 kWh/year).

Green energy
(Wind, hydro and solar power)

Epson Deutschland GmbH
(Germany/non-manufacturing)

Contract with power companies to
receive renewable energy that does
not produce CO2, such as wind,
hydro and solar power.

Clean Wind Program

(Wind power) manufacturing)

Epson Portland Inc. (U.S./

Purchase wind energy covering
10% of total energy use from a wind
power company.

*Starting April 2004, LNG is used as a fuel.

Reduction in global warming
substance emissions

The Epson Group works to reduce glob-
al warming substances other than COz2,
such as PFCs and SFs, in two ways: by
decomposing the gases and by slash-
ing their use. This dual approach has
yielded good results since FY2000. In
FY2003, a 49.5% reduction or 162,000
t-CO2 (based on FY1997) was achieved,
surpassing the target of a 35% reduc-
tion from FY1997.

The reduction is attributed to im-
provements in gas use and abatement
processes.

Reduction by decomposition
Reduction is optimized by employing
either thermal or plasma abatement,
depending on the type and usage of the
substance.

Reduction of consumption

We devised a simple measurement
method, dubbed the Epson Method, to
measure the emissions of PFC gases
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used in semiconductor manufacturing
as part of our efforts to reduce their
consumption. We are sharing this meth-
od through our website in Japanese and
English so that other companies com-
mitted to reducing emissions of PFC
gases can use it.

Epson Method
http://www.epson.co.jp/e/community/
environmental_method.htm

Graph 4 Total Global Warming Substance Emissions (Excluding CO2)
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Unit: 10,000 t-CO2
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Calculated using the conversion coefficient published
by the International Panel on Climate Change in 2001
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Zero Emissions

The Epson Group has been making vigorous efforts to recycle all business waste and re-
duce total waste generation since 1997. In FY2002, we began waste reduction initiatives

to further reduce waste sent to landfills.

Level 1
100% recycling of waste

Level 2
Reduction of total waste generation

Level 2
More sophisticated recycling

FY2003 Objectives

= Total waste generation
- Japan: 14,000 tons
- Overseas manufacturing Group
companies/affiliates: 19,000 tons
(10% reduction in generation per
unit of sales from FY2001, consoli-
dated basis)
* Reduction of waste sent to landfills
for final disposal
- Japan: 5% reduction from FY2001
(absolute quantity)*
- Overseas: Establish benchmark
*Quantity calculated upon achieving
Zero Emissions Level 1

B e

Resuits

» Total waste generation
- Japan: 19,591 tons
- Overseas manufacturing Group

companies/affiliates: 22,263 tons

« Reduction of waste sent to landfills
for final disposal
- Japan: 200% increase from FY2001
- Overseas: Established benchmark

R0k Aiivifty Dopest

Achieved Zero Emissions Level 1
worldwide

The Group’s domestic business

sites, Group companies/affiliates

and overseas manufacturing Group
companies/affiliates have all achieved
Zero Emissions Level 1.

Toward more sophisticated
recycling

Having achieved Level 1, we are shifting
our focus to Level 2, while maintaining
the Level 1 status. Highlights of FY2003
results include development of closed
recycling technology at the Sakata Plant
(Japan/manufacturing) to produce high-
purity fluorite from hydrofluoric acid-
containing wastewater (generated in the
semiconductor etching process), which
can then be used to produce more hy-
drofluoric acid for the etching process.

Future measures

Despite all our efforts, we failed to meet
the target of reducing total waste gen-
eration (amount disposed of and amount
recycled) to the 1997 level of 14,000
tons because of an increase in produc-
tion volume and subsequent rise in total
waste generation. As a result, total waste
generation in Japan amounted to 19,591
tons, up 0.6% from the previous year,
while overseas total waste generation
came to 22,263 tons, down 1.9% from
the previous year. We will make further
efforts to reduce the creation of waste
through Level 2 activities.

Zero Emissions

IDuaI—_I(_eveI Zero Emissions
activities

The Epson Group’s Zero Emissions
initiatives are divided into Level 1 and
Level 2.

Level 1: Route all waste into a
recycling channel
Level 1 seeks 100% recycling of busi-
ness waste (excluding general waste)
and therefore aims at routing all waste
into a recycling channel. After in-house
sorting (crushing and compressing),
treatment of waste fluid and
other processes, waste is sent to inter-
mediate waste processing companies
and recycling companies with special-
ized technologies.

Level 2: Reduce the creation of
waste
Level 2 defines our mission for reducing
the total volume of waste and achiev-
ing more sophisticated recycling. We
do this mainly by minimizing the input
of resources into the manufacturing
process, together with rethinking the
manufacturing process and improving
internal reuse of materials.

For unavoidable waste, we are
seeking more sophisticated recycling
processes to utilize it fully, such as
material recycling (recycling into mate-
rials close to raw materials).

Definition of terms

= Total waste generation: Total amount of all
business waste

= Amount recycled: Amount of waste routed into
the recycling channel

= Amount disposed of: Amount of waste that was
not routed into the recycling channel (including
combustible general waste)

= Waste sent to landfills for final disposal: Esti-
mated weight of waste not recycled and sent to
landfills + estimated weight of residue generat-
ed in the recycling process and sent to landfills
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ILeveI 1 results

With 12 new overseas manufacturing
Group companies/affiliates achieving
Level 1 status in FY2003 (Table 1), all
business sites worldwide became certi-
fied as Level 1 sites. This includes 19
business sites and 9 Group companies/
affiliates in Japan. We will maintain
the Level 1 status at all main business
sites and work toward upgrading them
to Level 2. Table 2 shows the recycling
process at Level 1-certified sites.

ILeveI 2 activity results

As aresult of Level 2 activity (reduc-
ing total waste generation), total waste
generation amounted to 19,591 tons in
Japan, up 0.6% from the previous year
due to arise in production volume, and
22,263 tons overseas, down 1.9%. In
both cases, we failed to meet our tar-
gets (Graphs 1 and 2).

Waste sent to landfills in Japan was
estimated at 751 tons (Graph 1).

To meet our goal of reducing total
waste generation in Japan and over-
seas, we will continue promoting
Level 2 activities, as well as incorpo-
rating technology to minimize the
generation of waste.

Level 1 activities: China and the
Americas
Recycling ink effluent
Tianjin Epson Co., Ltd. (China/
manufacturing) worked with a
recycling company to establish a recy-
cling route for ink effluent generated
by the ink cartridge manufacturing pro-
cess.

Some of the ink effluent sent for
processing to the recycling company
from Tianjin Epson is treated as waste-
water, turned into sludge and used as
material for roadbeds. Other types of
ink effluent are used as an alternative
for material mixing water at a cement
factory, while the residue after the
material is incinerated is used as a raw
material for cement. These efforts have
enabled Tianjin Epson to recycle 160
tons of ink effluent per year.

Table 1 Zero Emissions Level 1 Status (No. of sites)

FY2000 FY2001 FY2002 | 7 (~sekl | Participating sites

Zero Emissions

Seiko Epson Corporation business sites in Japan 2 17 0 — 19/19*
Group companies/affiliates in Japan 1 3 5 — 9/9
Overseas manufacturing Group companies/affiliates 3 2 5 12 22/22

*Fujimi Plant, which had not been meeting Level 1 certification requirements since the second half of FY2002 due to
a halt in sludge recycling, resumed recycling in March 2004.

Table 2 Recycling Process at Level 1-Certified Sites

Category Recycled waste Application Recycling process
Recovered by mining company, residue used
Sludge Wastewater treatment sludge Metal recovery o feral b mrtiar il
Developer Reuse Vapor recycling by third party; reused in-house
Waste oil
Machine oil Fuel additive Used as furnace fuel by third party
. Volume reduced by intermediate waste pro-
Polystyrene foams Recycled material cessing company; recycled as plastic products
Combustible waste (including metal/plastic
. composite) thermally decomposed. Gas from
Metal/plastic composite materials é:t:;qz?tretang, recovered decomposition used as furnace fuel. Residue
Plastics after decomposition sent to metal recovery or
used as roadbed material.
Recycled into solid fuel by intermediate waste
: : Fuel additive, blast processing company; used as fuel by third
Sheet/solid/sponge plastics furnace reductant party, or as blast furnace reductant by steel-
makers.
Wood . X
scraps Pallets, desks, etc. Fuel additive Used as fuel by third party
Metals Iron scraps Recycled metal Recycled by recycling company
Used paper, cardboard, maga-
Paper zines, paper containers, mixed Recycled paper material Recycled by paper company
paper
Glass Fluorescent tubes, mercury lamps Recovery of mercury, Decomposed by mining company and recycled

metal, glass

Fig. 1 Zero Emissions Activities

Raw
materials

Resource-saving

technology
‘I Design, development,
A A ”| manufacturing, office work =

Elimination of
excessive
packaging
materials

Purchase recycled

material

Use more sophisticated re-
cycling methods; recycle in-
to higher quality recycled
material

Fig. 2 Tianjin Epson’s Recycling of Ink Effluent

Transport ink effluents

Oil-water separation

Neutralization

> Product

| Minimize 1
Internal reuse

Waste
(amount generated)

Sl

Recycling Waste disposed of
(amount recycled) (amount disposed of)

Waste sent to landfills
(amount sent to landfills
for final disposal)
Third party reuse

Cohesion and drying

4

Recycled as road bricks
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Recycling scrap paper and ink ILeve| 2 activity: Japan Zero Emissions activities that
Epson El Paso, Inc. (U.S./ : draw local government attention

manufacturing) apd Epson de Jufa\rez, . Closed recyclm_g of waste Ren Yue, leader of Zero Emissions
S.A. de C.V. (Mexico/manufacturing) © hydrofluoric acid activities, Suzhou Epson Co., Ltd.
have been offering newsletter printing  © At the Sakata semiconductor plant (China/manufacturing)
services that use scrap paper and inkto :  (Japan/manufacturing), we spent two | 2003 busi
22 local environmental organizations. - years on research before establish- ;;‘urone - ourur::issgsoals

These two companies are also inter- - ing the semiconductor industry’s first for the year was certifying
nally recycling scrap paper as thermal - closed system for recycling hydrofluoric for Zero Emissions Level
insulating material, which has proved - acid. 1. As aresult, total waste
highly effective and later earned public :  Hydrofluoric acid is used in etching gzne;ag&”tde‘:rfasefhby

. . . . . . abou ons from the
recognition. The companies are also - silicon oxide films. Normally, waste previous year, to 3,800 tons
making various other creative contri- hydrofluoric acid is reused as dilute Working together with Suzhou New District
butions to local communities, such as © hydrofluoric acid or turned into fluorite Environment Service Center, we expanded
providing finely shredded scrap paper - (calcium fluoride or CaF2) through a il Erree e el el @rghie
to pet shops as bedding for cats and ~ chemical reaction with calcium car- effluent and achieved Zero Emissions
: . Level 1 by reducing organic effluent by 100
dogs. bonate. The fluorite _'S th?n used to tons/month and general waste to less than
generate hydrofluoric acid. 50 grams/day.

By improving the management of Local authorities showed a great interest
the process for generating fluorite in our Zero Em|SS|o.ns activities. The dePuty
from waste hydrofluoric acid, the new mayor of Suzhou City and the deputy direc-

X T tor of the Jiangsu Province Environmental
system con5|stently generates hlgh' Protection Bureau visited the company and
purity (93%) fluorite and turns it back commended our efforts. We will work to-
into hydrofluoric acid for reuse in man- gether to seek Level 2 certification and con-

tribute to local environmental conservation,
while we pursue our slogan “Green Epson,
Healthy Every Day.”

ufacturing (closed recycling).

Besides reducing the annual gen-
eration of low-purity fluorite waste by
© approximately 80 tons, this new tech-
Recycling scrap paper as bedding for pet shops nology also helps reduce the amount of
- fluorite extracted from the ground as
raw material for hydrofluoric acid pro-

duction.
Graph 1 Waste Generation in Japan Graph 2 Waste Generation Overseas
[ 1 Amount recycled i7"t Waste generation target [ 1 Amount recycled i7"t Waste generation target
[ Amount disposed of [ Amount disposed of 22 684
¢ . 1l 22516 2,68
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Inte!

grated Management of Chemical Substances

Integrated Management of Chemical Substances

Mindful that the use of any chemical substance is inherently risky, we set strict,
independent guidelines and practice chemical management with acute awareness
of future risks to assure the proper use of chemicals. In FY2003, we established
Regulations for Integrated Management of Chemical Substances to carry out stricter
management of chemical substances for the entire Epson Group.

Sound management of
chemical substances in compliance
with legislation

Independent management/reduction
initiatives by
each operations division

Disclosure of PRTR data

FY2003 Objectives

* Promote chemical substance man-
agement in each promotional organi-
zation (reduction/complete elimina-
tion) using their own targets

(A % F s

Results

* Promotional organization self-
imposed reduction targets: Achieved
52 out of 69 targets
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New regulations for stricter
management
We reestablished Regulations for In-

tegrated Management of Chemical
Substances to upgrade our management
system to the level where chemical sub-
stances are comprehensively managed
together with pollution, waste and legis-
lation requirements.

Groupwide reduction and
elimination efforts

Business sites in Japan were
successful in eliminating nine prohib-
ited substances, while overseas sites
achieved elimination of eight, failing

to replace the use of beryllium sulfate

in FY20083. For this substance, we will
monitor the quality of items that are using
substitute materials and seek complete
elimination in FY2004. For emissions of
global warming substances, which are
also managed Groupwide, we were able
to achieve the FY2003 targets despite

a slight increase from the previous year
in use and emissions, resulting from an
increase in the production volume of
electronic devices (see p. 38).

Independent management initia-
tives by promotional organizations
Each organization is responsible for tak-
ing the initiative to assess the risks of
chemical substances and setting targets
and timeframes for reducing their use. In
FY2003, there were 69 reduction targets
independently set by promotional orga-
nizations, 52 (75%) of which were met.

Communicating with local
communities
Three business sites held meetings with

local community representatives to ex-
change information on risks associated
with chemical substances.

Future measures

We began application trials of the
E-Chem chemical data management
system at overseas Group companies/
affiliates. In FY2004, we are looking

at global deployment of the IT-based
chemical management system.

INew regulations for chemical
substance management
Management of chemical substances
calls for an understanding of how these
substances affect us from a variety of
perspectives, including safety, health
and the environment. It is therefore
important that they are managed from
every aspect — procurement, use, stor-
age, content in products, equipment
management, disposal and discharge/
emissions.

In FY2003, the Epson Group estab-
lished the Regulations for Integrated
Management of Chemical Substances to
define the framework of our chemical
substance management and carry out
sound and integrated management, in-
cluding compliance with legislation
(Fig. 1). Internal regulations and stan-
dards were revised/reorganized, and
their relationship to legislation was de-
fined.

In the future, we plan to operate
the Regulations for Integrated
Management of Chemical Substances
under ISO 14001 to achieve more ef-
ficient operations Groupwide and
continual improvement of chemical
substance management.

Our approach to reducing the use
of chemical substances

The Epson Group closely studies the

status of all chemicals used in the pro-

duction process and practices hazard
assessment. We also set rules and
regulations restricting chemical use,

in which prohibitions and reduction

guidelines are clearly stated.

Following the progress we made in
Groupwide elimination of prohibited
chemical substances, substances target-
ed for prohibition and global warming
substances (see p. 38), each promotion-
al organization (operations division and
Group companies/affiliates) is indepen-
dently carrying out risk assessment and
reduction initiatives by setting its own
targets and timeframes.

This is an outline of the reduction ac-
tivities:

1. List all chemical substances in use
using the E-Chem chemical data
management system, and check the
annual quantities of use.



2. Based on the Chemical Substance
Hazard Evaluation Guidelines, calcu-
late hazard and risk points (Table 1)
for the list of substances and decide
which are subject to management by
operations divisions.

3. Based on the above calculation, set
targets and a timeframe for system-
atic reduction to assure continual
improvement.

Chemical substance hazard points indicate the
danger a substance may pose to the environment,
over a wide area and on a long-term basis. Points
are attached to the chemical substances subject
to evaluation corresponding to the seriousness of
the hazard.

Independent management

activities
The surface finish of printer mecha-
nism parts has been changed from wet
coating, which uses an organic solvent,
to powder coating. In powder coat-
ing, paints are sprayed directly onto
the surface without releasing chemi-
cal substances into the air. With this

Integrated management
[Environmental & Safety
Director]

Environment

Define framework;
maintain framework

Global
environment

Air quality

Fig. 1 Regulations for Integrated Management of Chemical Substances

Content in products
[CSQA Dept.]

Discharge/emissions of
chemical substances
[Global Environmental
& Safety Policy Dept.]

Disposal of chemical
substances
[Global Environmental &
Safety Policy Dept.]

?

Use and storage

[Health & Safety Dept.]
Eqti A
quipment management
[Health & Safety Dept.]
Introduction of chemical substances (procurement) Management of
[Global Environmental & Safety Policy Dept., Health legislation
& Safety Dept., Production Management Dept.] [Health & Safety Dept.]

Table 1 Chemical Substance Hazard Categories

Secondary
HIOREISSIERton T regulatlons Ste

Ozone layer

Global warming

Hazardous substances

Meeting of the Parties to the Montreal Protocol on Ozone
Depleting Substances: Appendix

PFCs Global Warming Potential published by IPCC in 1995

Substances subject to Clean Air Law

Odorous substances

Odor Control Law enforcement ordinance

Water quality

Substance
toxicity

Volatile solvents

Water quality
Specific substances

Poisonous and deleterious
substances

Carcinogenicity

Proligerous toxicity (harm-
ful to reproductive organs)

Definition of VOC in EPA 905/271-001 Guide
Water Pollution Control Law

Law Concerning the Examination and Regulation of Manu-
facture etc. of Chemical Substances enforcement ordinance

Poisonous and Deleterious Substances Control Law

Carcinogenicity Classification of International Agency for
Research on Cancer (IARC)

Category Classification of EU Directives (Council Directive
67/54/EEC)

Health
method, use of toluene, xylene, methyl Endocrine disruptors e
ethyl ketone and other organic solvents Production|prohibited Industrial Safety and Health Law, Industrial Safety and
- p Health Law enforcement ordinance
was completely eliminated. We plan to
. Occupational  Specific chemical Industrial Safety and Health Law, Ordinance on the Preven-
introduce the method to more manu- health substances tion of Hazards Due to Specific Chemical Substances
facturing sites, as it proved to be not . Industrial Safety and Health Law, Ordinance on the Preven-
g ! p . Organic solvents tionuof é)rganic )éolvent Poisoni‘r’1vg I v
only environmentally friendly but also
. . .. Inflammability  Inflammability Japanese Fire Service Law
cost effective and of higher precision. Hazard
Explosiveness  Explosiveness High Pressure Gas Control Law
— Feuéggii%r;s Chemical substances subject to EU Directives
PRTR Substances subject to PRTR

Fig. 2 Our Approach to Chemical Substance Reduction

Integrated management of chemical substances based mainly on independent management/
reduction initiatives of each promotional organization

3. Risk reduction efforts
Based on the calculation in 2, set targets and timeframe for systematic reduction to assure continual improvement

[eUONOOI] ==

Substances subject to Specified by each promotional organization (operations divisions, Group —e
3 reduction set by companies/affiliates) after risk assessment. Use, reduction (elimination) .
@ E | PR targets and timeframe are determined by each organization independently 2. Risk assess-
promotional organizations to promote reduction activities. ment

Calculate hazard
and risk points
for chemical
substances lis-
ted in 1 and
specify substan-

Substances prohibited for
purchase and use
Complete elimination achieved

133 substances (benzene, specific CFCs, etc.)

v
apimdnois

Substances targeted for 9 substances (specific ethylene glycols, beryllium sulfate, etc.)

Clarification of prohibition ces subject to
restriction management by
standards promotional

organizations

Global warming substances 4 substances (HFCs, PFCs, NF3, SFe)

1. List use of all chemical substances
List all chemicals in use and check annual quantities

9sn [e2IWSYD JO SUONILISal Uo suonenbal/sainy
SauljapINg Uonen[eAs pJezeH aouelsqns [esiwayd

E-Chem (chemical data management system)

Linked to our production materials procurement system, this automatically identifies chemical sub-
stances used by each operations division and calculates quantities in use. It is capable of compiling
data for substances subject to PRTR. Information on Material Safety Data Sheets (MSDS) and do-
mestic regulations are also available to all employees through the intranet.
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Integrated Management of Chemical Substances

IDiscIosure of PRTR data

Prior to the enactment of Japan’s Pol-
lutant Release and Transfer Register
(PRTR)* Law in 2001, we introduced
PRTR in 1998.

Table 2 shows the results for FY2003.
We submitted a performance report to
the government and are using the data
to improve our control over substance
discharge/emissions.

*Pollutant Release and Transfer Register (PRTR)
Under the PRTR system, the government dis-
closes the information on chemical substances
collected by companies to encourage reduction

Chemical substance risk commu-

nications
The Head Office, the Toyoshina Plant
and the Fujimi Plant (Japan/
manufacturing) conducted rehearsals
for risk communications (information
exchange) with local communities re-
garding risks associated with chemical
substances. Based on the rehearsals,
risk communication meetings were held
with local residents.

Communication conveying
transparency at Epson

COLUMN

Fumihiko Hayashi

Risk Communications Manager
Coexistence with the com-
munity is the basis of our
operation as a corporate
citizen of a local commu-
nity. The Fujimi and Suwa
Minami Plants released en-
vironmental site reports and explained our
environmental efforts to local authorities.
We also invited local representatives to the
plants and briefed them on our business,
our environmental efforts and our disaster
prevention measures. We also had the op-
portunity to listen to these representatives

of the local community, who assured us that
the community residents have confidence
in us and a real sense of security. We want
to keep our lines of communication open
with them, so that we can continue to be a
trusted, transparent company that fosters

a sense of security in the communities we
operate in.

efforts by the parties involved and to reduce the
overall environmental risks.

Communicating with local communities (Head Office)

Table 2 FY2003 PRTR Data — Combined figures from reporting sites 354 substances subject to the PRTR Law Unit: kg

Amount transferred

Amount emitted/discharged

Sub’\slt;nce Chemical substance A[Ps%ém Released into Released into Released | Sent to Transferred Transferred | Consumed | Eliminated | Recycled
atmosphere pug)l;‘s:tg'rﬁte' into soil | landfills tgyssig"'ﬁr as waste
16 2-aminoethanol 141-43-5 307,069 4,054 10,219 273,317 19,478
24 g;ﬁgﬁggge;;éegﬁgy,'fggifﬁg Group 27,868 27,707 161
25 Antimony and its compounds Group 392 255 137
27 Isophorone diisocyanate 4098-71-9 21,474 8 125 21,342
30 ag&’c‘ﬁm' Atype epoxyresin | 5509 356 726 1 4 548 164 9
40 Ethylbenzene 100-41-4 806 39 385 382
43 Ethylene glycol 107-21-1 25,905 15 1,778 24,110 1
63 Xylene 1330-20-7 182,881 368 6,659 175,136 718
64 gg\rlrle’; (?Sr?di;s water-soluble Group 158 158
67 Cresol 1319-77-3 1,789 2 11 1,760 16
68 ggggﬂ%:"‘d chromium((lf) Group 359,114 1 1361 313483 683 43,586
69 Chromium (VI) compounds Group 872 2 1 4 829 37
100 Cobalt and its compounds Group 11,089 136 10,627 327
172 N, N-dimethyl formamide 68-12-2 39,908 218 39,254 437
224 1,3,5-trimethylbenzene 108-67-8 2,318 6 2,312
227 Toluene 108-88-3 451 26 82 129 213
230 Lead and its compounds Group 541 244 297
231 Nickel 7440-02-0 243,370 4 371 232,686 10,308
232 Nickel compounds Group 11,837 523 1,192 10,122
260 Catechol 120-80-9 20,435 13 18,650 1,773
266 Phenol 108-95-2 27,634 2,748 21,983 2,903
270 Di-n-butyl phthalate 84-74-2 667 62 605
283 Hydrogen fluoride and its Group 126,405 233 4775 5186 14,515 101,696
304 Boron and its compounds Group 827 152 542 122 11
309 Foly (oxyethylene) nonylphenyl - 016 45.9 5,198 53 5,145
311 %ﬂggﬂﬁﬁi andits Group 10,809 11 22 6,281 4,496
341 Mﬁg‘g{fﬁ;”;;g‘é diisocyanate  5124-30-1 21,474 8 125 21,342
346 %‘g}’ﬁgjﬁgg‘ and its Group 21,027 5 61 20,245 716
Total 1,473,044 7,740 5,319 0 0 15,426 413,935 842,713 128,468 59,444

Notes: 1. Amounts over 100 kg are listed. 2. Blank entries = 0
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Reducing the Environmental Burden of Transportation

Reducing the Environmental Burden of Transportation

The Epson Group is dedicated to reducing emissions of CO2 and air pollutants at the
product distribution stage. Switching to low-impact transportation is one example of our

efforts.

Modal shifts

Switching to lower-impact

transportation
We have been working hard to reduce
the environmental burden imposed
by emissions of CO2 and air pollut-
ants from automobile transportation.
Our efforts include increasing the
use of trains, ships and other low-
impact methods (modal shifts) and
partially switching to cooperative
transportation.

Modal shifts were introduced
in 1999. We have been using rail
transport between Matsumoto and Sap-
poro, Osaka and Sapporo, and Tokyo
and Sapporo. Transportation of prod-
ucts manufactured overseas is now
being shifted from air to sea transport.

As a result, a 12% modal shift from
air to sea transport (reduction in air
transport from FY2002) was achieved
in FY2003, equivalent to a reduction of
51,280 tons of CO2 emissions. This is
despite a 7% increase in international
transport reflecting arise in sales in
FY2003.

The Group has been building a data
collection system to accurately quan-
tify the environmental burden from
transportation. Through this we plan
to improve transport efficiency still fur-
ther and thus reduce our environmental
impact.

IUsing rail for waste transport

We are also promoting rail transport
of waste plastics and iron scrap. The
Kanbayashi Plant (Japan/non-manu-
facturing) shifted transport of waste
plastics from trucks to rail in FY2003, in

IEnvironmentaI efforts aimed at
company-owned cars

Seiko Epson Corporation and Epson
Sales (Japan/non-manufacturing) own
a total of 201 vehicles. We have been
campaigning to turn off the engines
when the vehicles are stopped to re-
duce environmental impact. We have
also been requesting our customers and
vendors to do the same.

To enhance our efforts, we are cur-
rently changing to hybrid and low fuel
consumption/emission cars. These
vehicles are included in our green
procurement guidelines for general
purchases as requirements for future
purchases.

Seiko Epson Corporation has pur-
chased 11 hybrid vehicles (two are
buses) and 15 low fuel consumption/
emission cars, while Epson Sales has
introduced 32 low fuel consumption/
emission cars.

Introduction of low-emission,
company-owned cars

addition to rail transport of metal scrap
between Minami Matsumoto and Hachi-
nohe. The use of rail contributed to
reducing CO2 emissions by 70 tons/year
compared to conventional trucking
methods.

Loading waste plastic into a JR cargo container that is
transportable on a truck

Fig. 1 Status of Air and Sea Transport

Europe North America

Africa

South America

Oceania

CO2 emissions (April 2003 — March 2004)

CO2 emissions from Calculation coefficients
")' _'air transport: 394,223 tons International air transport: 1,149 g-CO2 /RTK
International sea transport

Japan-North America: 238.27 g-CO2 /kmFEU

Japan-Asia/Australia: 173.88 g-CO2 /kmFEU

Japan-Europe: 186.02 g-CO2 /kmFEU
(Standards from All Japan Air Transport and Service Association Co., Ltd. and
Nippon Yusen Kabushiki Kaisha [NYK Line] are used for the calculation.)

_,CO2 emissions from
=== ~seatransport: 44,896 tons

Reduction in CO2 emissions:
51,280 tons
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Environmental Performance Green Factories

Office Locations and Factory Management

At the Epson Group, we decide on where to build our plants only after extensively re-
searching the local characteristics of potential sites. Once a plant is built, we operate it
with the utmost care for the local environment, while ensuring a stable supply of utilities
for plant operations and a safe work environment for our employees.

Office Locations and Factory Management

Thorough assessment
before construction

Prior to designing a plant, we con-
duct extensive studies to assess its

Optimum global site selection

Stable utilities supply

Iln-depth research for

strategic site selection

The Epson Group operates interna-
tionally. We choose locations for our
manufacturing and sales sites after
comprehensive analysis of a variety
of factors, assuring that they are stra-

Fig.1 Plant Operation
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Facilities
management

Construction

probable impact on the surrounding
community, resource and energy-saving
performance, and necessary safety and
disaster prevention measures. Plants
are designed and built based on the re-

Plant operations with low impact
D P sults of these assessments.

on the local environment

Improving plant operation

and maintenance
Basic facilities are planned and laid
out according to operations and main-
tenance plans that will assure stable
utilities supplies and plant operations.
Protecting the environment in the local
community is a precondition. To ensure
this, we follow all related laws and regu-
lations, in addition to meeting our own,
stricter standards for air and water
quality, and noise levels.

Safe workplace

tegically and optimally located to
complement each other in their con-
tributions to overall operations. The
factors include infrastructure condi-
tions, workforce availability, security,
cost, environment, incentives and other
local characteristics.

Table 1 Plant Site Selection and Building Guidelines

Item Guideline

Enhance effective use of management resources, streamlining of distribution, etc.
a. Direct connection to the market - production in location of consumption (mainly

P

Select production method,
including distribution and
procurement

information equipment)

b. Distribution in multi-markets - concentrated production (mainly electronic devices
and small parts)

c. Middle-cost production: between a. and b.

()

Set production mix ratio for each
business site

Take measures for political turmoil, natural disasters and other risks = Set ratio for
production volume for each product

Take measures for political turmoil, natural disasters and other risks; improve man-
agement

w

. Set workforce size

Establish system whereby operations divisions are responsible for plant operations
and improving management -> Keep number to three or less (imaging and information
products, electronic devices, precision instruments)

>

Set number of main businesses

Improve overseas sites to raise competitiveness, attain substantial globalization
(localization) and establish a system whereby operations divisions are responsible for
plant operations

o1

Improve plant functions

o

Review basic conditions for site
selection

Review site selection conditions for plant premises and status of infrastructure,
security and environment

Plant Construction \

Epson Deutschland GmbH
(Germany/non-manufacturing) built
an eco-conscious office building that
achieved a 40% reduction in energy

Auewag ul

S1104J8 [e1USWUOIIAUT

Its features include using chilled wa-
ter instead of chemical coolants for

air conditioning; greening of the roof;
growing plants over an area equivalent
to the size of the pavement area; and
building an underground parking lot to
minimize pavement area.

use compared with the former building.
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The Chitose Plant, scheduled to com-
mence operation in fall 2004, isa TFT-
LCD manufacturing plant being built
in Vivi World, a land development of
the Chitose Land Development Public
Corporation. Adjacent to the plant are
a spring from an underflow of Lake
Shikotsu and the riverhead of the Vivi
River (which flows into Lake Utonai, a
designated wetland under the Ramsar
Convention and home to a variety of
waterfowl). To protect this special envi-
ronment, Epson is taking much stricter
measures than the already stringent
existing guidelines to prevent any con-
tamination of the area. Wastewater
treatment is carefully managed and
chemicals are strictly controlled to en-
sure that no chemicals are exposed to
rain, which could cause their accidental
release into the environment.

The following quadruple safeguard
measures are in place: 1. Breakwa-
ters are built at chemical agent supply

points; 2. A grease and water separator
is installed at the final wastewater dis-
charge point; 3. Sensors are installed
to redirect wastewater into a 1,000-ton
emergency tank in case of emer-
gency; and 4. With permission, the
public regulating reservoir is closed
when necessary.

To minimize the water fed into the
plant, rainwater is collected on the
roof and used as cooling water for
air conditioning. Natural gas is used
for boilers and power generators to
lower CO2 emissions. PFC and other
global warming gases are all thermally
decomposed.

Zero Emissions is being practiced for
waste generated from the construction
of the plant, with the cooperation of the
construction companies.

Plant Operations
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Tanks for treating wastewater are emp-
tied and inspected on aregular basis

to look for any deterioration, cracks,
pinhole leaks and other failures. To
maintain high treatment capabilities,
the condition of the tanks after empty-
ing and drying is visually checked for
discoloration, stains and water penetra-
tion.

uonijowsap Buip|ing

Along with compliance with the Law
Concerning Recycling of Materials from
Construction Work, Epson adheres
strictly to its own internal guidelines
when it demolishes buildings, carefully
planning the work with specialists to
treat/recycle the waste appropriately.
When Epson Logistics (Japan/non-
manufacturing) decided to move and
subsequently demolish its office build-

ing, itidentified all the anticipated
environmental impact and established
countermeasures prior to the move.

These included the use of low-noise
heavy machinery and the use of water
sprinkling to prevent dust pluming.
Asbestos is treated in accordance with
related laws and concrete contaminat-
ed with oil is burned to prevent further
contamination.

llog
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At Epson, boilers are used for heating,
air conditioning and supplying hot wa-
ter. Combustion in boilers is managed
by maintaining constant steam pres-
sure and water supplies, appropriate
use of fuel oil and monitoring of exhaust
gases. Use of low-sulfur fuels coupled
with exhaust monitoring are used to
control sulfur oxide and nitrogen ox-
ide emissions. Inspection of fuel oil

tanks and monitoring of oil use are also
conducted to prevent fuel oil leakage.

juswsbeuew
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Each business site is continually and
systematically promoting green-

ing activities. Suzhou Epson Co.,

Ltd. (China/manufacturing) planted
340 camphor trees and made a path
through the camphor trees using road-
bed materials created from recycled
LCD products. The project succeeded
in raising environmental awareness
among employees. Currently more than

40% of the plant premises is covered
with greenery. Suzhou Epson plans to
keep planting trees and other plants to
make its site a "factory in a forest."

Epson Sustainability Report 2004 a7



Environmental Performance Green Factories

Me

sures Against Soil and Water Contamination

Measures Against Soil and Water Contamination

Since 1998, Epson has been voluntarily conducting soil and groundwater surveys, and
has conducted cleanups following these guidelines: 1. Never allow the accidental release
of contaminated groundwater outside the plant premises; 2. Take safe and effective
measures for cleaning; and 3. Complete cleaning in the shortest period.

Prevention of accidental release of
contaminated groundwater
from the premises

Early completion of cleaning

Our approach to soil and

water cleaning
Epson selects cleaning methods that
are the safest and most suitable for a
site’s soil and groundwater, and system-
ically conducts the cleanup.

At the Matsushima Plant (Japan/
manufacturing), excavation work to
remove soil contaminated with trichlo-
roethylene was conducted between
December 2002 and June 2003. Cur-
rently, the status is being monitored.

The Suwa Minami Plant (Japan/
manufacturing) also carried out the
removal of a section of contaminated
soil.

Business
site
Head

Aug.1998 | Jun.2000 | Apr.2001

340 380 290

Table 1 Average Value of Trichloroethylene Concentration in Groundwater (Regulation: below 0.03)

Apr.2002

Safe and effective
cleaning measures

Soil surveys and cleanup of land

to be sold or purchased
Epson conducts soil surveys on land we
plan to sell or purchase using standards
much stricter than those dictated by lo-
cal legislation.

Although Japan’s Soil and Con-

tamination Control Law requires soil

Mar.2003 | Mar.2004

121 87 107

Permeable reactive barrier, pump-and-treat, soil gas absorption,

surveys whenever plants that are us-
ing 25 specific substances subject to
the Law terminate their operations,
Epson carries out a soil survey for all
25 substances regardless of whether
they have been used. We are currently
conducting such surveys at three sites
Epson is planning to close in Okaya,
Nagano.

For land we were planning to pur-
chase in Singapore, we did a survey
compliant with both local and Japanese
legislation.

4 A - A
Soil contamination survey in Singapore

IRemovaI of buried objects

As Epson expanded its business, we
repeatedly developed land and, in some
cases, buried various objects at the
sites. In FY2003, we conducted a survey
on the hazards presented by these bur-
ied objects.

At the Fujimi Plant (Japan/
manufacturing) and Matsushio Seiwa
So (Japan/company housing), indus-
trial waste had been left buried due to
difficulties in finding an appropriate
disposal company. We removed the
waste completely, on the grounds that
it may pose a potential risk, although no
groundwater contamination was found.

Unit: mg/I

Methods currently in use

Office monitoring

Shiojiri 3.3 0.81 0.39 4.5 4.4 3.5 Permeable reactive barrier, pump-and-treat, monitoring
Fujimi 0.77 3.5 2.6 0.96 0.86 0.89 Permeable reactive barrier, pump-and-treat, monitoring
Eﬂlijr\:\;a:ni 24 3.2 2.2 0.61 1.07 0.51 Permeable reactive barrier, pump-and-treat, monitoring
Matsushima 11 9.7 6.5 42 Under 028  Monitoring

ERscll

o 0.25 0.25 0.22 0.21 0.25 0.22  Monitoring

Headquarters

Okaya 0.11 0.084 0.064 0.039 0.078 0.067  Pump-and-treat, monitoring

Murai 0.064 0.036  Completed - - - Monitoring

Toyoshina 0.054  Completed - - - - Monitoring

Note: No monitoring was conducted at the Okaya 2nd Plant because the premises were returned to the local government.
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Social Performance

The Epson Group is committed to our social responsibilities around
the world and to candid communications with all our stakehold-
ers. We strive to build relationships of trust, which underly all our
business activities. This chapter outlines our approach to corporate
ethics and social responsibility, as well as the specific activities in
which we are engaged.

8

These photographs capture Group member social performance activities in each region
and the people met through the activities.

1. Save Our Dolphins Programme
2. Community cleanup

3. Volunteer firefighters competition
4. Vegetation studies

5.
6
7.
8
9

Epson internal “friendly match” sports event

. Elementary school children

. Community cleanup

. Greening activities

. Communication with junior high students




Social Performance For Our Customers

For Our Customers

At Epson, each employee is responsible for ensuring customer satisfaction (CS) by pay-
ing special attention to customer needs, in keeping with the Company’s commitment to
CS cited in our Management Philosophy. To define even more clearly our policy of giving
top priority to quality assurance from the customer’s point of view, we established a

Quality Philosophy in 2002.

Quality assurance from the customer’s
point of \view is our top priority

Achieving three kinds of
CS:Security, delight, excitement

Meeting the exact needs of
our customers without delay

Quality assurance from the

customer’s point of view is our

top priority
Epson is committed to customer sat-
isfaction, as cited in our Management
Philosophy; each and every thing our
employees do is done with the customer in
mind. Our Quality Philosophy (see p. 2)
was established in September 2002 to
further promote this idea. It has now been
translated into 14 languages and is shared
Groupwide.

The Quality Philosophy clearly de-

scribes our approach to incorporating
the customer’s perspective into our ap-
proach to quality assurance. Epson’s idea
of “quality” goes beyond the individual
product — it is acrystallization of all of
our business activities.

Fig. 1 Direction of CS/Quality Management

CS (offerings)

1. Customers are at the heart of CS activities.

2. CS activities are based on product planning and marketing planning.

3. Implement forward-thinking customer satisfaction so customers will
loyally purchase Epson products with confidence in each region we
operate in.

4. Never waste the opportunity to learn from customer opinions and
complaints, as they are the inspiration for new products.

v

What is offered to whom

Excitement, thrill and surprise
eggtfe'ronrgm (offer solutions, be creative, make proposals)
Aggressive CS
(forward-thinking CS)

CS from delight

Delight and pleasure
(consider customer needs in advance)

Security
(basic performance, safety, legal
compliance, eco-consciousness)

Defensive CS CS from security

From “feeling secure” to “feeling
delighted and excited”

The Direction for CS/Quality Manage-
ment was set in March 2003 to provide a
concrete guide for each employee on how
to put the Quality Philosophy into prac-
tice (Fig. 1).

We believe customers are at the heart
of CS activities and they judge how well
we performin satisfying their needs
and in pursuing quality assurance. CS
is achieved when our customers are sat-
isfied with our product or service, and
“quality” encompasses the entire process
required to make that happen.

Epson is determined to offer a differ-
ent kind of CS: “CS from feeling secure,”
to satisfy our customers by ensuring the
basic performance, safety, legal compli-
ance and eco-consciousness of our prod-

Quality (process to realize CS)

1. Ensure our actions are fact-based, site-based and reality-based for all
processes and business operations.

2. Apply the PDCA cycle in an expeditious manner to all aspects of our
business operations.

3. Prevent the recurrence of problems by establishing rules and systems
to analyze errors thoroughly and learn lessons from these errors.

4. Foster a corporate culture that doesn’t neglect the obvious.

5. Report negative information and bad news immediately.

v

Who and how

Quality of leadership Quality of management

&

oo
Z Quality of management
5 —

@ Quality of specialized/management technology and skills
T —
s

Quality of kaizen Quality of operations

Quality of human resources

Total performance = CS x Quality = CS x (Quality of management) x (Quality of operations)
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ucts; “CS from feeling delighted,” by con-

sidering the customer’s potential needs

and meeting them in advance; and “CS
from feeling excited,” by offering unex-
pected and pleasantly surprising experi-
ences with our products and services.

Supporting these three types of CS is
an awareness or “Quality of Heart” that
each of our employees possesses. We
know that this awareness of the value
each employee brings to customers by
what they do, and their desire, effort and
devotion to making improvements, is
directly reflected in the quality of their
work and ultimately the quality of our
products and services. This includes ev-
ery process involved in making a product
at Epson — planning, design, manufac-
turing, procurement, marketing, sales,
repair/support and customer call center
operation.

Quiality of Heart can be broken down
into the qualities of leadership, manage-
ment, technology and skills, various im-
provement measures and human resourc-
es. These different types of quality can be
categorized into “quality of management”
and “quality of operations.” The total per-
formance is not a simple sum of these two
categories, but the product of the two, and
thus has a much larger impact.

Based on our Quality Philosophy and
Direction for CS/Quality Management, we
created the following basic policies.

1. Improvement of product and service
quality: Listen to the customer’s voice
without hesitation and offer three kinds
of CS (security, delight, excitement).

2. Improvement of management quality:
In addition to elevating management
performance, build a structure to im-
plement management plans and man-
agement review, based on management
indices for customer satisfaction and
value.

3. Improvement of operations quality:
Improve operations quality by creating
amechanism to refine processes that
yield favorable results, by identifying
the interrelationships between opera-
tional processes.

4. Improvement of Quality of Heart: Im-
prove Quality of Heart by heightening
sensitivity, learning from best and
worst practices, and fostering aware-
ness for quality innovation and im-
provement.



IQuaIity assurance system

From Epson’s inception in 1942 when we
started manufacturing watches, quality
assurance activities have always been a
part of our operations. In 1990, we began
seeking 1SO 9000 certification at business
sites in Japan and overseas to create a
quality assurance system compliant with
international standards.

Currently, heads of operations divi-
sions and Group companies/affiliatesin
Japan and overseas are showing strong
leadership in quality management and
quality assurance of products based on
the Groupwide Quality Assurance Guide-
lines and Product Safety Management
Guidelines.

To ensure the safety and eco-con-
sciousness of products, Epson set Group-
wide Epson Quality Standards (EQS) that
are stricter than local safety guidelines
and legislation. EQS also outlines stan-
dards for quality labels and user guides.

Should a quality assurance failure

ICustomer’s voice

The Group’s sales companies around the
world have call centers to listen to cus-
tomer requests, questions, opinions, com-
plaints and other feedback. Each center
is also responsible for determining the
degree of customer satisfaction and for
understanding local needs.

« Information center

Epson Sales (Japan/non-manufacturing)
handles approximately two million tele-
phone inquiries from customers per year.
Because 70% of these calls are for Colorio
products, we decided to establish a dedi-
cated line for that product line, with an
automated voice guide to find out which
model the caller owns, so that calls can be
handled more efficiently.

* One-day repair system supporting
repeat purchases

Epson Service (Japan/non-manufac-

turing) and Epson Direct (Japan/non-

manufacturing) launched the one-day

repair service (not including transporta-

tion lead-time) in 2001 to swiftly respond

occur for a product of ours that is on the
market, we will disclose information im-
mediately, recall the product and take
additional measures based on our Product
Safety Management Guidelines.

IFY2003 product recalls

In FY2003, we recalled the following

four products. The notification was made
through newspapers and our website, and
Epson replaced defective parts without
charge (in Japan).

* GT-7200U Colorio scanner

AC adapters with incorrect Chinese labels
were shipped with some scanners. There
was no problem with function or safety, as
itwas a label mix-up.

« LP-8500/LP-8000 Series, LP-9000
Series, LP-9100PS, PP-430 Series
monochrome laser printers

Abnormal heating near the image-

fixing mechanism was observed in some

to customer repair needs.

After a product is inspected and/or
repaired, Epson Service includes a
questionnaire with the product when it
isreturned. Epson Service's four sites
have been receiving 7,000 responses per
month. These responses are carefully
analyzed and the results are published in
monthly reports. The monthly reports are
fed back to sales, design and manufactur-
ing, and repair departments as a way to
improve products and services. The re-
sults show that almost 90% of the respon-
dents are satisfied with our products, a
major improvement over a previous 60%.

Epson Service
Information Oasis Corner

monochrome laser printers.

* PM-950C/PM-4000PX color inkjet
printers

The pump unitin the printing head clean-

ing mechanism did not function properly

and would prevent ink from flowing or

cause faint printing, even after cleaning.

e dreamio EMP-TW200 home
projectors

The color of the image would be distorted,

even after a short period of use.

IPrivacy protection

The Group’s basic guidelines and stan-
dards for customer information protec-
tion are the basis of our strict privacy pro-
tection policy. Protection of privacy over
the internet is also stringently managed
through the Group’s Electronic Informa-
tion Ethics Guidelines and Electronic In-
formation Leakage Prevention Guidelines.

Epson Service has an area in its ofpce called
Information Oasis Corner, where typical weekly | = - | e
results of questionnaires are on display. The re- ;
sults are categorized into Odissatisbed,0 0some-
what dissatisped0 and Osatisbed,0 and are open
for anyone to view.

A 9, = S = |

Customer responses displayed at Information
Oasis Corner
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- Social Performance For Our Customers

High-Quality, User-Friendly Products for a Diverse Customer Base

We are developing and manufacturing high-quality, user-friendly products

52

Woman-friendly printer

Epson released the Colorio me. with the
concept, 0a printer that women choose
themselves and use themselves.0 A project
team of 13 women from different depart-
ments was formed to develop this product.
The team conducted numerous surveys
and discussions, resulting in a printer with
a handle for easy transport, an easy con-
nection to digital cameras, a pearl white
exterior and other superior design/usability
features.

Colorio me:

Members of the Colorio me: development team,
Team 8, comment, “Our goal was a printer that of-
fers what women want in a printer and we hope many
women will use it.”

Eyeglass lens designed with
extra care for better vision

The SEIKO SUPER P-1, a unique bifocal

Epson’s Universal Design Award-winning lens

lens designed and manufactured by Epson,
utilizes a variation on backside progres-
sive lens technology, which was previ-
ously considered impossible to realize, to
drastically reduce distortion. A total of 756
million different designs are available to
perfectly bt the wearer(s lifestyle, purpose
and required lens strength. It won the Good
Design Award 2003 sponsored by the Japan
Industrial Design Promotion Organization
(JIDPO) and the Universal Design Award, a
special award also sponsored by the JIDPO
and given in recognition of human-friendly
designs.

Kazutoshi Katoh, Optical Development Department,
comments, “With the optimal vision offered by the
SEIKO SUPER P-1 and the help of an experienced
optician, you can have the ultimate eyeglass experi-
ence, like you're not wearing glasses at all.”

Working with Our Customers to Protect the Environment

Epson promotes Zero Emissions activities with the help of our customers by eliminating waste generated by the customer

Environmental Delivery Pack

To eliminate waste generation by the cus-
tomer in connection with our products,
Epson is pursuing a Customer Zero Emis-
sions policy. Epson Service, our repair
service company, launched a service called
Environmental Delivery Pack, packing re-
paired products in reusable e-Starpack
boxes for delivery. The boxes, made of
100% recycled paper, do not require cush-
ioning materials and are recovered when
the delivery is made. They come in differ-
ent sizes for transporting a wide range of
products = from large laser printers to small
digital cameras. In FY2003, some discount

e-Starpack earth-friendly packaging comes in a
variety of sizes

Epson Sustainability Report 2004

electronics shops agreed to use the Envi-
ronmental Delivery Pack for transporting
repaired products.

Eco Mail

About 85% or 3,400 copies of the Sustain-
ability Report were mailed through Eco Mail
on a trial basis in FY2003. The open side of
the report was sealed with removable tape,
aremovable address label was applied
directly onto the cover and no envelope
was used, achieving both waste reduction
for the customer and resource savings.

The method was designed and developed

EPSON e o

FAF YR -Removable tape

2003

Removable address label

by Tomei Engineering (JAPAN), while label
printing and mailing was done by Yamato
Transport Co., Ltd.0s distribution system
sales ofbce in Matsumoto (Japan). Although
some recipients expressed concerns that
the report might be damaged by rain or that
the inserts might fall out, most of the read-
ers were in favor of the method, comment-
ing that the method is waste-free and any
minor damage to the cover is negligible (it is
difpcult to deliver the report without some
damage). We plan to mail as many of the
2004 reports as possible using this method.

EPSON
WRAFFHEITFLE—h
2003

' b Peels off easily



Social Performance Together with Our Business Partners

Together with Our Business Partners

At the Epson Group, we strive to grow and prosper together with our business partners
worldwide. That is why we make regulatory compliance a prerequisite for becoming our
business partner and ask our suppliers of raw materials and parts to meet the same

strict standards we apply to ourselves.

Practice fair trade

Exercise regulatory compliance

Foster partnership

Our basic approach to

procurement
The Epson Group values partnership with
suppliers in each region we operate in
and we foster relationships with them to
prosper and grow together. We practice
fair trade and compliance with legisla-
tion, and ask the same of our suppliers as
aprerequisite for becoming our business
partners.

When our overseas business sites do
business with local suppliers, we comply
with local legislation as well as corre-
sponding Japanese laws and regulations.
Eco-consciousness in procurement is
another aspect of the business that we pay

Fig. 1 Procurement Activity Scheme

Management
Philosophy

1. Foster a fair, mutually respectful
relationship with suppliers

2. Assure compliance with legisla-
tion

3. Assure quality, price, delivery

4. Maximize management resources

Basic approach |, . ..
to procurement

Procurement Activity |... .| Guidelines for
procurement
Code of Conduct activities

Procurement
Management
Guidelines

<Related guidelines>

Head Office/operation
division standards

Procurement activity based on Management Philos-
ophy and the basic approach to procurement

special attention to (see p. 30).

Our basic approach to procurement
is also expressed in the Procurement
Activity Code of Conduct and guidelines
for procurement activities, which set the
baseline of procurement for the Head Of-
fice and the operations divisions (Fig. 1).

Compliance in procurement:

in-house communication and

education
The Procurement Management Compli-
ance Committee ensures that procure-
ment procedures comply with legislation.
The Head Office’s procurement division
under the Committee collects information
on domestic legislation trends by par-
ticipating in public organization seminars
and shares the information Groupwide/
worldwide through Committee meetings
and operations divisions’ production
manager meetings. We do this as part of
a concerted effort to comply with legisla-
tion globally.

Moreover, we offer an opportunity for
employees who are involved in procure-
ment to learn about our basic approach to
compliance and fair trade in procurement
at new manager meetings, meetings of
employees transferred overseas, seminars
on production management and other oc-
casions.

In our buyer training, we emphasize

the importance of compliance and fair
trade in procurement. This education is
to foster well-rounded buyers knowledge-
able in procurement, production manage-
ment, distribution and export manage-
ment.

Establishing standards for
evaluating suppliers
We have standards for evaluating sup-
pliers that are shared companywide to
ensure fair evaluations and to form solid
partnerships.

Suppliers are evaluated for their man-
agement, QCD (quality, cost and delivery)
and eco-consciousness (environmental
efforts and eco-compliance of materials),
and we ask those who perform below a
certain level to make improvements. We
are considering adding a compliance-
related evaluation as well.

Communicating with suppliers

On January 13, 2004, we invited suppliers
to a New Year’s suppliers meeting in Japan.
The two-part meeting kicked off with a pre-
sentation by President Saburo Kusama on
the direction of our business and procure-
ment. In the latter part of the event, Epson
executives had the opportunity to talk with
suppliers in a relaxed atmosphere and
strengthen our relationship with them.
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Social Performance Together with Our Employees

Together with Our Employees — HR Policies afid Working Conditions

Employees drive our business operations. To fully utilize the human resources society
entrusts us with, the Epson Group uses a merit-based system that assesses individual
achievement, encourages autonomy and growth, and strives to eradicate unfair labor
practices and all types of discrimination worldwide.

Merit-based

Eradication of all discrimination

Establishing our Human

Resources Vision
Even in the first years of our business,
when Epson mainly produced watches,
we were acutely aware that without
valuing people we would not be able to
hire and keep a quality labor force, nor
improve productivity. This was because
securing a quality workforce was a must
for producing high value-added products,
such as watches. As we grew into a multi-

Fig. 1 Human Resources Vision

Autonomy and growth

Support for the handicapped

business, global corporation, our policy of
valuing people remains the same.

We also value creativity and the spirit
to take on challenges, as cited in our Man-
agement Philosophy. Driven by these val-
ues, Epson’s proprietary technologies and
innovative products propelled growth. We
believe the commitment to work toward
higher goals and the perseverance to at-
tain them are what bring people to higher
ground. That is why Epson gives a lot of

credit to those who voluntarily take on
challenges. These values are part of our
corporate culture Groupwide.

Our HR policies reflect these values as
well. To take this idea further and to lead
our employees and the Company to fur-
ther growth, we established our Human
Resources Vision in March 2004.

Changes at the individual level and
changes at the organizational level are
the key concepts driving the corporate
vision we want to fulfill. By having simple
and easy-to-understand HR policies, we
believe we can boost morale and encour-
age individual growth. We do this because
of our conviction that nurturing the indi-
viduality of each employee will eventually
drive the growth of the company.

Supporting these ideas are the Group-
wide activity guidelines, Epson S&A:
Start Together & Achieve Together
(guidelines for organizational collabora-
tion) and New Valuable Leadership Initia-
tive (guidelines for leaders who direct
organizational activities). These guide-
lines direct the employees to respect in-
dividuality and teamwork, as cited in our
Management Philosophy.

Fulfilling our corporate vision

For all jobs, offer superior customer satisfaction; endeavor to be business professionals who are trusted most by their customers

1. Changes at the individual level

All employees must have their own dreams, foster their individuality as business professionals trus-
ted most by their customers in all aspects of business operations, from production to sales, and be

the self-motivated drivers of our corporate vision.

Business professionals are those who:

1. Refine their business sense and generate profit by offering superior customer satisfaction
2. Are highly skilled and have expertise in identifying and resolving issues
3. Proactively pursue new themes and take on ambitious challenges without boundaries

Keys to enhancing teamwork

2. Changes at the organizational level

Put New Valuable Leadership Initiative into action, bring individuals together to foster syn-
ergy, and achieve ambitious goals through teamwork

1. Share goals and issues through daily communication and dialog, and raise the quality and

speed of work

4. Are trusted by customers and peers for their integrity and executive ability

5. Know the basics of business well and are growing because of it

2. Work cross-organizationally and push the limits further with synergy
3. Value free discussion and foster a collaborative climate for resolving issues together

Leaders must translate the New Valuable Leadership Initiative into their own language to

advocate and implement it

Each employee sets ambitious goals to become a business professional and works toward them

High-priority HR issues that drive reform

Implement simple, consistent and easy-to-understand HR policies that boost morale, constantly monitor how motivated employees are and encourage them to propel these policies

Create opportunities for employ-
ees to gain experience and take
on challenges to help them grow

Support the timely i of Adopt ion and i

an individual’s capabilities so systems that reward an individual’'s
helshe can become a professional creativity and sense of challenge (cu-
mulative point system)

Support the implementation of
Epson S&A to build One Epson (hav-
ing a spirit of unity and learning from
each other through best practices)

Foster leadership to

Support physical and
enhance teamwork

emotional health

EPSON S&A
Start together & Achieve together

New Valuable Leadership Initiative

In the Epson Group, leaders are sincere, trusted and achieve ambitious goals
1. Create vision, win recognition and empathy[] 2. Get people involved and
drive reform 3. Discipline oneself and nurture othersC] 4. Complete the job
with determination(] 5. Get to the essentials and facts[] Seek trusted and
efficient work, through teamwork and nurturing of employees

Pass on core values

Concentrate our strength Groupwide to expand and create a customer - Creation and challenge

base, form a scrum and react in a speedy (S) manner to achieve (A) our - =
goal Trust and sincerity
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INew salary system focusing on
results and process

In 1987, we set rating standards for a
merit-based evaluation system and in-
troduced a corresponding salary system
as an incentive for individual growth.
Under this system, requirements and
qualifications are defined for each grade
of employment and the qualifications of
employees are evaluated against these
requirements. Upon introduction of this
merit-based evaluation/salary system, we
abolished existing age- and gender-linked
systems.

Subsequently, we introduced the Ob-
jectives Management System in FY1997
and revised the salary systemin FY2003.
Under the Objectives Management Sys-
tem, objectives and themes are set for
each employee based on higher-level
policies/objectives. Evaluations are con-
ducted with a focus on both accomplish-
ments and the process behind them. We
place great value on the fact that an em-
ployee takes on a challenge, even if the re-
sults are unfavorable, compared to those

who choose not to take on challenges at
all.

After setting ambitious objectives cor-
responding to higher-level objectives for
an employee and encouraging him/her
to take on new challenges, recognition of
the employee’s growth is certain to boost
morale. In setting these objectives, we are
also encouraging them to communicate
more extensively with their superiors,
through which we can expect a greater
level of solidarity between employees and
their managers and a stimulation of com-
munication within the company.

In-house open application and

Job Challenge systems
We believe that difficult challenges com-
pel people to grow, so our HR policies
strongly support employees with a desire
for self-actualization. We work hard to
listen to their individual goals and to cre-
ate aworking environment that enhances
their abilities. We promote personnel
rotations as one incentive for employee
growth. In 1990, we introduced an in-

house open application system* as an-
other way to support career development.
In FY2003, 69 employees applied for dif-
ferent positions using the system and 59
of them moved to new positions.

In FY2002, a Job Challenge System**
was also introduced and in FY2003 five
employees took advantage of the system.

*In-house open application

A department looking for personnel posts job
descriptions and qualifications on the intranet.
Interested applicants, with the permission of
their superiors, apply to the HR department
and undergo screening and interviews by the
recruiting departments. Transfer decisions are
made within six months of the application.

**Job Challenge System

Employees interested in changing their posi-
tions submit descriptions of their desired jobs,
experience and expertise to the HR depart-
ment, with the permission of their superiors.
Alist of the applicants is made available to
management-level employees higher than de-
partment heads, and interviews are arranged
if there are applicants they are interested in.
Transfers are then arranged.

Elimination of all types of
discrimination
Our HR policies reflect our desire to
eliminate all types of discrimination (sex,
education, age, ideology, beliefs, religion,
nationality or race) and advocate this
Groupwide.

Never allowing ourselves to be compla-
cent about our present corporate culture
and established systems, we strive to at-
tain higher levels of compliance(banning
of bribery, corruption, unfair competition
and tax law violations)and human rights
protection (elimination of discrimination
and harassment, equal opportunities, pro-
tection of privacy, etc.) through our codes
of conduct for employees and managers.

We also put in place the Compliance
Hotline, a counseling service for sexual
harassment issues, and the labor unions
UNISTATION web-based service for re-
solving employee human rights issues.

Child labor, forced labor and other
types of unfair labor practices are also
targeted for complete elimination Group-
wide and appropriate measures are taken
in accordance with local legislation.

IEquaI opportunities

Another characteristic of our corporate
culture is equality between the sexesin
employment and evaluation; we began
implementing equal opportunity employ-
ment ahead of other companies in Japan.
This is attributed to our history of hiring
women for the meticulous and detailed
work involved in watch manufacturing.

Currently, women account for 19.1% of
the Seiko Epson Corporation workforce,
with 0.6% at the management level (Table
2).

Childcare and nursing
assistance
Because we listen to the needs of our em-
ployees, we are always ahead of legislative
moves to assist Japanese workers. The
Law Concerning the Welfare of Work-
ers Who Take Care of Children or Other
Family Members, Including Child Care
and Family Care Leave was introduced
in 1992. But we introduced maternity/
childcare leave in 1991 and nursing leave
in 1990, allowing longer leave periods

than the law stipulated (maternity leave
until the child’s first birthday; nursing
leave for up to 18 months).

Shorter working hours are also
allowed until March of the child’s third
year, and for nursing, for a total of three
years including the period of nursing
leave. Employees can combine these
with our flextime system or divide up the
nursing leave. Employees can also apply
for financial assistance for childcare and
nursing services. Information on services
and systems are available through the in-
tranet.

Approximately 90 employees take
childcare leave each year and 94% of
them, on average, return to work. Nursing
leave has been used by an average of four
employees per year, with a 69% return to
work rate.
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Mentally and physically

handicapped employees
Epson established Epson Mizube in 1984
to promote the employment and assign-
ment of positions to the mentally and
physically handicapped, and to create
comfortable working environments. As
of March 2004, 2.3% of our employees
are handicapped, surpassing the legal
requirement of 1.8%. The Japan Orga-
nization for Employment of the Elderly
and Persons with Disabilities presented
us with an award in FY2003 for our out-
standing program.

ILabor union

The activities of Epson’s labor union are
focused on employment security and im-
provement of working conditions. The aim
of the union is to work together with man-
agement, rather than unilaterally mak-
ing demands. Committees with different
themes, such as the long working hours
prevention committee and the welfare
committee are formed and ad hoc discus-
sions with management and workplace
meetings are held to improve communica-
tion. Epson employs a union shop system.

Table 1 Major Benefits

Category | Benefits

Childcare Childcare leave, shorter working hours, discount coupons for home childcare services
Nursing Nursing leave, shorter working hours, nursing coupons, assistance for nursing leave
Retirement Retirement allowance, assistance for an asset-building pension scheme, pension fund
(corporate pension), etc.
Health Sick leave, in-company therapy (massage), medical leave, childbirth/childcare allowance,
childbirth allowance, assistance for medical checkups, assistance for brain scans, etc.
Assistance for national examinations, educational assistance for self-development, assistance
Education  for work-related distance education, assistance for self-organized training, assistance for out-
side training/seminars, educational loans
Housing Company housing, singles apartments
Company housing, singles apartments, transfer allowance, return transportation allowance, al-
Transfers lowance for living separate from family, management fee for home left empty while on transfer,
living allowance for cold regions, children’s education assistance
B Daily allowance for domestic business trips, daily allowance for overseas business trips, al-
trips lowance for overseas business trip preparation, vaccination allowance, use of company jet

(between Nagano-Tohoku Epson)

Table 2 Seiko Epson Corporation Employee Breakdown (as of March 31, 2004)

Employee Gender Ratio

Males

Management-Level Gender Ratio**

Males 99.4%

Management-Level Ratio*

80.9% Management-level 11%

Females

19.1% Non-management-level 89% Females 0.6%

*Management-level employees include managers and above.
**Breakdown of management-level employees by gender.

Table 3 Employee Retention Rate Breakdown (as of March 31, 2004)

Table 4 FY2003 Total Number of

New Hires
Average years at Epson 16.8 years New graduates, full-time 125
(full-time employees, as of March 31, 2004) oy Mid-career fulfime =
FY2003 resignation rate (full-time employees) 2.9% —— V\;orkers %

Total 192

FY2003 reasons for resigning

e'r:rl:‘ljll' ;i;zgs Contract workers

Retirement 152 8
Voluntary retirement 86 0
Voluntary resignation 157 27
Requested by company 1 5
Total 396 Total 40
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Epson boasts employee welfare benefits
that are more generous than those re-
quired by law. Table 1 outlines our ben-
efits for childcare, nursing, retirement,
health, education, housing, transfers and
business trips.

Overseas examples

Overseas Group companies/affiliates are also
working hard to offer a work environment that is
better than that required by law. The following are
some outstanding examples of their independent
activities:

= Epson Portland Inc. (U.S./manufacturing)

- Promotion of an open-door policy
At Epson Portland, an open-door policy is
in place to keep the line of communication
open between employers and employees. At
monthly all-employee meetings, employees
are encouraged to ask questions. A sugges-
tion box accepts inquiries and requests, which
will be displayed on a bulletin board with the
company’s response. In some cases, the presi-
dent responds directly to the inquiries/requests.
- New employee orientation
To further improve the existing orientation for
new hires, which was designed to help them un-
derstand the salary system and benefits, and to
allow them to familiarize themselves with their
new workplace, in FY2003, Epson Portland de-
cided to have monthly meetings for new hires,
so that they could get to know the representa-
tives of each department.

= Epson Telford Ltd. (U.K./manufacturing)

- Benefits are more generous than required
For a husband attending to his wife who had a
new baby, Epson Telford provides full payment
for three days of the two-week paid leave (le-
gally, payment of either 90% of his pay or 100
pounds per week, whichever is higher, is re-
quired). As a health benefit, the company pays
75% of his/her salary for up to two years if he/
she has to miss work for longer than 13 weeks
for health reasons (there is no legal requirement
in such cases). For work-related illness, Epson
provides full payment for 65 days (legally, pay-
ment of 66.15 pounds/week is required).

= Epson (U.K.) Ltd. (U.K./non-manufacturing)

- Complete elimination of all types of
harassment
A handbook on harassment prevention is dis-
tributed companywide with the goal of com-
pletely eliminating all types of harassment. Also
a system to settle harassment claims is in place
for employees.

= Epson Taiwan Technology & Trading Ltd.
(Taiwan/non-manufacturing)

- Benefits are more generous than required
Group insurance, housing loan assistance, con-
tingent allowance, parking, physical examina-
tions, pension, assistance for individual training
and other benefits are available to employees.



Social Performance Together with Our Employees

Together with Our Employees — HR Devel

Our basic approach to human resources development and education is based on the
ideas that work nurtures employees and that employees must make efforts to nurture

themselves.

Work nurtures people

Our approach to HR

development and education
Each employee conducts business and
fulfills our Management Philosophy. To
support them, we define organizational
activities and leadership roles in Group-
wide activity guidelines such as the
Epson S&A and New Valuable Leader-
ship Initiative. We have also established
expectations for an Epson employee —
someone who embodies the Management
Philosophy and the Groupwide activity
guidelines — as follows:

An Epson employee is expected to:

1. Attain high-level goals with perseverance and
foster achievements in a speedy manner with
a spirit of teamwork.

2. Possess a broad perspective and capabilities
backed by highly specialized expertise, and
be able to work effectively in the global arena.

3.Beaself-reliantindividual who demonstrates
creativity and takes on challenges.

To foster such employees, we announced our HR
Development Philosophy in 1993.

Fig. 1 Employee Education

Groupwide compulsory programs according to qualifications

Self-nurturing|

HR Development Philosophy

Our basic approach is to support employees who have
aspirations for self-actualization, to connect all the
companies in the Group with people, and to nurture
employees so that both corporate and individual ob-
jectives are met.

The following is our philosophy for human resources
development.

1. The Company positions human resources as an
indispensable resource and aims to integrate
employee aspirations for high-level achievements
with the highest interests of the Company.

2. HR developmentisavery importantinstrument
for materializing the Management Philosophy and
business plans. Itis the key to forming a good man-
agement cycle.

3. Each level of employee therefore assumes the fol-
lowing roles:

a. Executives, as drivers of HR development, must
serve as role models for employees in all busi-
ness activities and must work toward fulfillment
of Company philosophies.

. Management-level personnel must practice
on-the-job training (OJT) systematically and
continuously with a clear objective for the
training. Nurturing of employees must be done
principally on anindividual basis in a compre-
hensive manner through the setting of detailed
objectives, evaluation of results and acceptance
of individual experiences of success. At the
same time, management-level personnel must
prepare their successors.

. Employees should voluntarily pursue self-
improvement.

. Departments in charge of education must
promote HR development through off-the-job
training, as well as OJT.

o

o

o

upW|de

ment and Education

IEducatlonaI system revised

Following the establishment of the Hu-
man Resource Vision (see p. 54), we
revised the employment level-based
educational programs. To foster busi-
ness professionals (those who have high-
level expertise and business sense) cited
in the Vision, we defined four themes for
employee education expressed as the
4C’s — customer centeredness, communi-
cations, cost consciousness and compli-
ance. Knowledge and skills to be acquired
by the employees are categorized under
these 4C’s and are to be shared Group-
wide. We also placed support for various
self-educational activities under one um-
brella, support for self-reliance and self-
activation, to further promote the efforts.
For future leaders who will be direct-
ing overseas Group companies/affiliates,
we hold annual global leader seminars
to share the Group’s managerial policies
and values (Epson Value). We also offer
assistance to some companies to foster
leadership. Starting in FY2004, we plan
to hold workshops for all Group members
to disseminate Epson Value and practice
it together. Through this, we are working
toward becoming One Epson and building
afoundation as an organization that con-
tinues to offer great value to our custom-
ers.

Operations
ingby = . q
employment level division training

Individual Support training  Support training
At for self-reliance for
EEY and self-activation the workplace

Career development Objectives management

Compulsory programs for all employees Courses one must  Courses taken by | Courses taken by | Support for motiva- | Support for work-
take according to ' operations sections tional and self-un- | related problem-
Executive Seiko Epson Corporation executive seminar Customer centeredness his/her specialty divisions derstanding train- | solving
- Marketing )
in
Counselor = CS, etc. Y
General “llluminating™ Communications
Seminar for new gener-
manager activity Il = Presentation i Reinf t of or-
— =" al managers, deputy = S | . Management . . Distance learning einforcement of or.
Deputy general  general managers, and Sl Cenanmena B | [ egotaton o ger Eachloperations Each'section ganizational strength
manager ' genior managers € head 360-degree % S| Ccacmng Information division Each technology National examina- using an organiza-
Senior o SR 32 9 Production tions tional diagnostic tool
o | -L Head Office
manager H 2s anguage, etc. management ; :
. 2 New manager 5 0 af Self-organized Upgrading objec-
Manager Mlddle-saeg"?i :;rr‘ployee g aﬁf‘;zﬁge H _g %:Ez_ Cboiisr: ;‘125/25::5:5: w Sales training tives management
g 23 |- etc. " :
Associate  New associate manager | ° =l o E&D il Tie-up with lan- gé}':éﬁ‘ggﬂ;?gsand
manager seminar 852 Compliance esign/technolo- guage schools
° 838 - Epson Value v Myers-Briggs Type
E-class g g-2 @ | - Work regulations Quality Indicator (MBTI)
g 3 5 g3 | - Compliance with legislation, etc. Manufacturing course for under-
D-class 5 - EF standing oneself and
2 gg others
2= .
C-class C-class seminar 3 g3 Kl introductory
2 5 course on attaining
B-class Mid-career seminar - goals
A-class New employee follow-up seminar
New New employee semina: group seminar + manufacturing experience Compulsory High-priority Optional
employees + Lake Suwa walk
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Social Performance Together with Our Employees

al Safety and Health

ments under the Plan-Do-Check-Action

Together with Our Employees — Occupati

Epson established the Safety and Health Philosophy and New Epson Safety and Health

Program (NESP), our occupational safety and health management system, to create a
safe and healthy working environment for our employees.

Creating a safe
working environment

Supporting employee
mental and physical
well-being

Independent improvement
efforts in each region

Our approach to occupational

health and safety
Since FY2000, Epson has been operating
its own occupational health and safety
management program, NESP. At overseas
Group companies/affiliates, independent
occupational safety and health programs
arein place.

In April 2003, we revised our Epson

Group Safety and Health Philosophy (es-
tablished 2001). We also added manage-

ment of physical/mental health to the ba-
sic policies of NESP and made NESP more
comprehensive to improve the working
environment (Fig. 1).

The NESP management systemis a
three-phase system aimed at ensuring
health and safety in daily operations.
These are: 1. Health and safety education
for employees; 2. Identification of hazard-
ous factors and their risks through risk
assessment; and 3. Continuous improve-

(PDCA) cycle.

In FY2003, all Group companies/
affiliates in Japan and manufacturing
companies overseas entered the final
stage of NESP. In this stage, each com-
pany independently carries out activities
to further improve the situation, with the
support of the Safety and Health Promo-
tion Department (implementation of mea-
sures, development of tools and setting
of standards). The Department also as-
sesses their activities on an ongoing basis.

Our NESP activities received certifica-
tion as an Occupational Safety and Health
Management System (OSHMS) from the
Japan Industrial Safety and Health As-
sociation (JISHA) in May 2003, which is
granted based on the Ministry of Health,
Labor and Welfare guidelines.

Under the leadership of the President
and the Safety and Health Manager (Ex-
ecutive Vice President), we are making
sure that NESP is operated in compliance
with related legislation and with Group-
wide guidelines, such as the Safety &
Health guidelines. We also have a contract
with the labor union regarding assur-
ance of employee occupational safety and
health, and we hold a monthly meeting to
discuss related issues with the union.

The Epson Group Safety and Health Philosophy

The Epson Group established basic NESP policies with the conviction
that a solid foundation of business activities is established through the
creation of a safe and healthy working environment for, and improve-
ments in the health of, our employees around the world. NESP became
a reliable system for each region and country and continues to prove
effective.

Fig. 1 New Epson Safety & Health Program Concept

Promotion and continuous improvement of independent
activities of the NESP at operations divisions and Group
companies/affiliates in Japan and overseas

Improvement and reinforcement of the NESP(extends to
education,standardization,recognition,accountability and
in-house outsourcing)

Accelerating NESP actiuities

Upgrade
Pg Head Office

Chemical substance safety management activities
Making production facilities fail-safe

Making basic facilities fail-safe

Improving physical and mental health

Taking earthquake precautions

Safety and Health
Philosophy
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Activities at
business sites

Epson Group NESP Policies

1. Achieve continuous improvement under the Plan-Do-Check-Action
(PDCA) cycle through NESP activities involving all employees and
promoting effective communication.

2. Foster an environment that motivates employees and maximizes their
potential by promoting mental and physical health through three-
party cooperation of the labor union, management and health insur-
ance organization. Our basic approach is to encourage employees to
make their own efforts to be healthy and stay healthy.

3. Systematically implement employee education and raise awareness
of occupational safety and health.

. Identify and assess potentially dangerous or hazardous factors,
and prevent accidents and damage from disasters from happening.
Thoroughly investigate the actual cause of an accident or disaster to
prevent the recurrence of similar accidents or similar damage.

IN

5. Conduct regular reviews on measures to prevent fire, damage from
earthquakes and other natural disasters. Also conduct regular drills
for rescue activities, disaster damage prevention and reconstruction
activities. Verify the effectiveness of these measures and continually
improve them.

6. Ensure the safety and health of our employees by observing related
laws, such as the Industrial Safety and Health Law, as well as internal
regulations and standards.

7. Invest appropriate managerial resources into occupational safety and
health activities and continually seek effective improvements.



Accident-free and disaster-free

workplace (occupational safety

and health activities)
In FY2003, as NESP activities steadily
progressed Groupwide, the Safety and
Health Promotion Department moved on
to upgrading activities overall, through
assessing (auditing) activities at business
sites and Group companies/affiliates, col-
lecting their best practices and applying
them Groupwide.

Following the occurrence of gas tank
explosions, plant fires and other incidents
in Japan, the President ordered all sites
in Japan and overseas to conduct com-
prehensive safety inspections in the fall
of 2003. We also formed teams of experts
for safety/health, facilities/equipment/
buildings, fire/disaster prevention and
chemical substance control to conduct
thorough inspections to confirm each
areawas safe.

In FY2004, we will be implementing
comprehensive occupational safety and
health activities based on the NESP Gen-
eral Policy of Action07.

Emphasized in the policy are the prohi-
bition of hazardous chemical substances
and the removal of any hazards from facil-
ities, as well as measures to eliminate hu-
man error. We are setting standards and
making improvements that are designed
to prevent human error, rule violation and
other human behaviors that lead to disas-
ters. Through these efforts, we are foster-
ing a corporate culture that will prevent
accidents and disasters from occurring.

Graph 1 Trends in Occupational Accident Frequency

Manufacturing industry average

®  Electrical equipment manufacturing industry average

In FY2003, we held seminars for man-
agement-level personnel at all business
sites in Japan regarding these human fac-
tors.

Graph 1 shows the frequency ratio of
occupational accidents, which is the num-
ber of casualties from occupational ac-
cidents that caused more than one day of
work loss per million total working hours.

Improving employee physical

and mental health
Employees are an extremely valuable
resource, so their physical and mental
health deserve the utmost attention. At
Epson, industrial physicians lead Com-
panywide health management in concert
with nurses and therapists under the
Safety and Health Promotion Depart-
ment.

In FY2003, Epson set Healthy Epson21,
amid-range plan for corporate health
management on which our activities
throughout the year are based.

Under Healthy Epson21, programs
such as regular spring health checkups,
physical fitness checkups, vaccinations
and programs to prevent lifestyle-related
diseases are implemented. A health pro-
motion committee organizes events and
campaigns to encourage employees to ex-
ercise more, maintain a healthy diet and
stop smoking.

Another focus is ensuring the mental
health of the employees. We have full-
time therapists at our counseling office

who also make rounds to business sites

to help employees with emotional prob-
lems. On our intranet, we provide mental
health-related information on a page
called “mental and physical health” with a
self-checkup service. Training is also pro-
vided so that management-Ilevel employ-
ees can spot emotional problems their em-
ployees may be having, listen to them and
deal with them promptly at an early stage.
In FY2003, therapists met with 1,300 em-
ployees in Japan for consultation. About
3% of all Epson employees visited the
counseling office, half of them going for
such symptoms as chronic fatigue.

Measures against SARS

In the wake of the SARS outbreak in
Chinaand other parts of the world in
FY2003, anti-SARS measures were taken
for 80,000 employees worldwide. Masks,
disinfectants and soaps were sent from
Japan to regions short of these preventive
supplies. We also dispatched industrial
physicians to Shenzhen to give physical
examinations. As a result, no Epson em-
ployee contracted SARS.

Global NESP Activities

The Group’s safety and health assurance activities are led by the

manufacturing Group companies/affiliates.

Various tools used in other countries
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1.2
1.0
0.8
0.6
0.4 ® ° ® o
0.2 °

[ ] P
0 T T ® T T
FY1999 FY2000 FY2001 FY2002 FY2003

The frequency ratio of occupational accidents is the number of casualties from occupational
accidents that caused more than one day of work loss per million total working hours

Frequency ratio
of occupational —

Number of casualties that caused
more than one day of work loss

Malaysia

accidents Total working hours

% 1,000,000

Safety handbook

Indonesia

58 p Brazil
NESP policy card 1 5 fintrme: o] SARS handbook
Algodin
Rt
|1 S
| 3 n 4
| e Sa e

Infeemosdes Bascas Gerais

[
=8 E

Control, Usa y Mancjo
de los Productos Quimicos

2 A
i’lé—lp

Mexico

Handbook for
chemical substance
control

Epson Sustainability Report 2004 59



Social Performance

Corporate Citizenship

Corporate Citizenship

Corporations are supported by and grow together with society. It is our mission as a
good corporate citizen to contribute to the building of a healthy and prosperous society.

In

this way, the Epson Group actively serves its many local communities in Japan and

overseas through a variety of activities.

Social activities in local
communities
The Epson Group focuses on community-
based activities in the countries in which
we operate, and on returning the technol-
ogy and expertise that has built our busi-

Community-based
activities around the/world

Promote and support
employee participation

Focus on communication
with society

Contribute activities that
have special character

In March 2004, we established the
Corporate Citizenship Philosophy and
the Corporate Citizenship Activity Policy,
reflecting our Management Philosophy of
supporting corporate citizenship activi-
ties Groupwide.

ness back to society.

Corporate Citizenship Philosophy

The Epson Group strives to be a good corporate citizen and to be a company that coexists well with soci-
ety. Members of the Group companies/affiliates, as members of local communities, also work hard toward
the creation of a better society through various support activities from which society benefits.

Corporate Citizenship Activity Policy

We set the following policies, basing them on the Corporate Citizenship Philosophy, and practice them
Groupwide.

1. Promote community-based activities that contribute to society in high-priority fields
The high-priority fields are given below. Only activities that meet the needs of a particular country or re-
gion are launched.

a. Education for young people; b. Arts and culture; c. Participation and support for community activities;
d. Environmental conservation activities; and e. Social welfare activities.

2. Promote and support employee participation in society, as private citizens

Foster a corporate culture that encourages members of the Group companies/affiliates to voluntarily and
actively participate in activities that contribute to society, as members of society.

a. Participate in local events and local volunteer activities; b. Understand the problems associated with

volunteer activities and take measures to improve them; c. Donate blood and participate in donation ac-
tivities; and d. Participate in cleanup activities of local communities, rivers and parks.

3. Contribute activities that have special character

Activities and operations should be planned in a creative manner. We promote self-organized programs
and other activities that are unique in character.

a. Tree-planting and other environmental conservation activities; b. Dispatching lecturers to schools and
giving seminars; c. Activities that contribute to society performed in conjunction with our labor unions and
employee groups; d. Collaboration with reliable outside organizations (NPOs and others); e. Opening of
facilities, donation of resources, etc.

4. Focus on communication with society

Establish two-way communication between our company and society to make activities that contribute to
society known in each region.

a. Communicate company philosophy, policy and activity status through our website and various reports;
b. Publicize volunteer information in-house; c. Recognize volunteer activities, introduce volunteer training,
etc.

Education for Young People

Scholarships for young
people

« Epson Korea Co., Ltd. (EKL)

The Korean Epson Young People’s Edu-
cational Foundation, established in March
1999 and funded by EKL, has been provid-
ing 40 million won annually in scholarships
to 20 junior high, 20 high school and 21
vocational school students.

Scholarship award
ceremony

« Epson International Educational
Foundation
Epson established this foundation in 1997
to contribute to supporting the develop-
ment of Asian countries and to foster
friendships with them. The foundation’s
activities include granting scholarships to
students from areas in Asia where Epson
has major operations. We do so as a small
way of showing our gratitude to the many
countries in Asia that we operate in.

LEE S 5. T

Ceremony for
designating
scholarship
recipients

Super Science High School
(SSH) Program

Suwa Seiryo High School in Suwa City, Na-
gano Prefecture, where Epson’s Head Of-
fice is located, was designated as an SSH
in FY2002 by Japan’s Ministry of Educa-
tion, Culture, Sports, Science and Technol-
ogy. Epson is responsible for operating the
program and sending lecturers to special
events. Through these activities we convey
the fun and excitement of R&D and manu-
facturing to high school students. Also, our
aim is to help students learn how to think
for themselves. The program is considered
very interesting and appreciated by stu-
dents and teachers alike.

Classroom
scene
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Youth charity concert

Epson Taiwan Technology & Trading Ltd.

(ETT)

In March 2004, ETT held the 2004 Epson
Charity Concert, inviting 600 young people
who have lost their homes or are living in
poverty to have the opportunity to enjoy a
classical music concert.

Scene from the concert

Educational assistance at
local schools

Epson El Paso, Inc. (EEI)/Epson de
Juarez, S.A. de C.V. (EDJ)

EEI/EDJ supported the FY2003 Junior
Achievement Industrial Sponsor activities
to help young students with their educa-
tion. Our employees visited schools to
teach about the environment, business and
1SO.

Classroom scene

Construction of elementary
schools in Cambodia
Seiko Epson Labor Union

With the help of the Shanti Volunteer Asso-
ciation, the Seiko Epson Labor Union has
been supporting a project to build elemen-
tary schools in Cambodia since FY2002. In
December 2003, ceremonies to celebrate
the completion of the second school and
groundbreaking of the third school were
held.

New elementary school built in Cambodia

Other major activities in the
education of young people

Epson Service Corporation (Japan)

At the request of the Nagano Prefectural
government, Epson has been accepting
trainees from technical high schools in Na-
gano since FY2001.

Fujian Epson Start Electronic Co., Ltd.
(China)

Gave basic lectures on printers and donated
printers to local vocational school students
and teachers.

Epson America, Inc. (U.S.)

Donated the Epson Stylus Pro 5500, a
professional-use inkjet printer that uses
durable ink, to 10 junior high and vocational
schools in Long Beach.

Shanghai Epson Electronics Co., Ltd. (China)
Donated Epson products to the Japanese
School of Shanghai.

Epson

Participated in an international exchange
event between high schools in Nagano
Prefecture and its sister prefecture, Savoie
Prefecture in France.

Arts and culture

Donation to Saito Kinen
Festival Matsumoto

Seiko Epson Corporation has been spon-
soring the Saito Kinen Orchestra since
1989 and became one of the main spon-
sors of the Saito Kinen Foundation in 1992.
We also co-sponsor the annual Saito Kinen
Festival Matsumoto, held in Nagano Pre-
fecture.

Concert scene

Presentation of PiezoGraph
mural of Higashiyama Kaii’s
painting

Epson created a PiezoGraph mural of one
of Higashiyama Kaii’s best-known paint-
ings, Se/-ei, and presented it to the Hi-
gashiyama Kaii Gallery of Nagano Prefec-
ture’s Shinano Art Museum. The 85.6 cm

x 42.2 cm painting was expanded to a 230
cm x 913 cm mural. It was the first time a
PiezoGraph mural of this size was included
in the regular exhibition of a museum.

Scene from the presentation ceremony

World’s largest photo collage
Epson Singapore Pte. Ltd. (ESP)

With the help of a volunteer association

in Singapore and donations from the Sin-
gaporean public, ESP created a 17 m x 8

m photo collage, which was listed in the
Guinness Book of World Records. Portraits
of 16,800 smiling citizens who donated
more than 10 Singapore dollars were print-
ed using the Epson Stylus Photo 2100 and
made into a photo collage in the shape of
Singapore.

The world’s largest photo collage

Other major art and cultural
activities

Epson

Epson co-sponsored the 2003 Icograda
CONGRESS NAGOYA-JAPAN and provid-
ed projectors and other equipment, as well
as a printing service for poster entries.

Epson
Epson sponsored a PiezoGraph show of
painter Taizi Harada.

Epson Portugal-Informatica, S.A.
(Portugal)

The company co-sponsored Door to Para-
dise — Manikarnika Ghat, a photo exhibi-
tion of India’s holy lands, and co-published
a book of photos of the exhibition. All pho-
tographs were printed on Epson printers.
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Participation and 3l Environmental conservation
support for community activities | activities

1,200 visited an Epson plant

Suwa Minami Plant (Japan)

The Suwa Minami Plant has been accept-
ing visitors from local elementary schools,
governments, universities and companies
nationwide who are interested in our envi-
ronmental and safety efforts. In FY2003,
1,200 visitors visited the plant, including
many from overseas. The number of non-
Japanese visitors is increasing.

The plant has also been accepting visits
from families of employees for the last 12
years. Children have commented how re-
lieved they were to see that their parents
are working in such a nice plant.

Elementary school students listen to a
presentation

Removal of mikania weeds
Epson Hong Kong Ltd. (EHK)

EHK and Epson Precision (Hong Kong) Ltd.
have been jointly participating in a local

volunteer cleanup effort to remove mikania
weeds. The mikania is a naturalized, prolific
plant that Kills trees by creeping over them.

Removing mi-
kania weeds

Other major local community
activities

Epson

Epson co-sponsored the 55th Lake Suwa
Fireworks Display.

Epson
Epson co-sponsored Infiorata in Nagano.

Epson
Epson co-sponsored the Suwa Area Indus-
trial Messe.

Epson has also taken part in community-
based events and cleanups in different
regions of the world to make a local contri-
bution to these regions.
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Energy-Saving Diagnoses

Since FY2000, we have conducted a pro-
gram called Energy-Saving Diagnoses,
sponsored by the Nagano Association for
Conserving the Environment. We head a
patrol team that we formed with other com-
panies to conduct energy-savings consult-
ing at local companies and hospitals free
of charge. In FY2003, we conducted 11
diagnoses, bringing the total to 30.

Energy-saving
patrol (Nagano
Prefectural Govern-
ment office)

Greening support for
desertified areas in China

Epson began offering financial assis-

tance to a research project of Shinshu
University’s Faculty of Agriculture on the
greening of desertified land using a breed-
ing-block method of seeding in FY2002.
Epson (China) Co., Ltd. is also taking part
in this project as a way to make a local con-
tribution.

Scene from a research experiment

Greening initiative in Kali-
mantan, Indonesia (comple-
tion of three-year program)

Epson donated trees to this tree-planting
project to restore the rain forest, with P.T.
Indonesia Epson Industry (IEl) as its part-
ner. Started in November 2000, the three-
year program was completed in FY2003.

In March 2004, Epson Chairman and CEO
Hideaki Yasukawa visited the site to plant

a commemorative tree celebrating the
program’s completion. Epson plans to con-
tinue supporting the project until the trees
grow taller, providing equipment for remov-
ing bottom weeds and additional support
as required to keep the trees healthy.

"_ . £
Last day of the three-
year project

Epson Chairman and CEO
Hideaki Yasukawa plants a tree

Recovery/recycling of dis-
carded electronic equipment
Epson Portland Inc. (EPI)

Epson designated April as the month to
consider energy savings and the earth, be-
cause Earth Day is celebrated each year on
April 22. In FY2003, EPI collected 18.4 tons
worth of unwanted electronic equipment
from local communities as an Earth Day
event. Most of the collected equipment was
donated to a technical school specializing
in recycling technology. Used computers
are repaired and upgraded by the students
of this school as part of their curriculum
and then sent to other local schools.

An EPI| employee
collects used elec-
tronic equipment

Other major environmental
conservation activities

Po Shen Industrial Factory (China)
Sixty employees took part in tree-planting
activities at Lian Hua Shan Park in Shen-
zhen.

Epson Taiwan Technology & Trading Ltd.
(Taiwan)

The company’s 160 employees participated
in tree-planting activities in Taipei.

Tianjin Epson Co., Ltd. (China)
The company collected used batteries from
homes.

Seiko Epson Corporation Korea Office
(Korea)

The company held its third outdoor painting
event to foster environmental awareness
among elementary school students.

Epson Italia S.p.A. (Italy)

The company has been supporting Epson
Meteo Centro, an NPO, since 1989 and
making a contribution to the analysis of
global climate change.

Suzhou Epson Co., Ltd. (China)
The company has been carrying out tree-
planting and cleaning at a park in Suzhou.



Social welfare activities

Long-term assistance to a local school

Epson Chile S.A. (Chile)

Since 1985, when Epson Chile donated a
personal computer to Escuela Ensenada, a
local school, the company has been offering
support to the school.

The school is located in a poor district in a
rural area. Students are not able to pay their
tuition nor move on to higher education.

The company is supporting the school by
building classrooms, dining halls and toilets,
as well as donating scanners and printers. It
has established a scholarship program, so
that the students can continue their educa-
tion. To thank the company, the school was
renamed Escuela Epson Ensenada.

Elementary school students

Measures against SARS

Epson (China) Co., Ltd. (ECC)
In May 2003, ECC, on behalf of the entire
Epson Group, donated 200,000 yuan worth
of relief equipment (six color laser printers
and three projectors) and 800,000 yuan in
financial assistance to China’s Ministry of
Health to support its fight against SARS.
The company also collected donations
for an 11-year-old girl who lost her par-
ents and a grandmother to SARS and was
infected herself. Fifty-thousand yuan was
also collected to purchase education insur-
ance for the girl.

Making donations

Epson Taiwan Technology & Trading Ltd.
(ETT)

In April and May 2003, ETT donated masks
and protective gear to the government

of Taipei to support preventive measures
against SARS.

Relief supplies donated to the City of Taipei

Seiko clocks are donated on
a visit to a local orphanage
Epson Precision (Johor) Sdn. Bhd. (EPJ,
Malaysia)

EPJ visited a local orphanage in Johor Baru
with Rotary Club representatives and do-
nated 10 Seiko clocks. EPJ staff also had a
great time visiting and playing with the or-
phans. Through this activity, EPJ was able
to practice its goal of “Sowing the Seeds of
Love.”

Visit to a local orphanage

Helping out at blood donor
clinic

Epson Portugal-Informatica, S.A. (EPO)
Thirty employees of EPO participated in a
blood donor clinic sponsored by Instituto
Portugues do Sangue (IPS).

EPO also helped with the blood dona-
tion campaign by putting up posters and
sending campaign mail to companies in the
community, which resulted in many compa-
nies taking part in the clinic.

Employees donating blood

Suzhou Epson Co., Ltd. (SZE, China)

To cope with the shortage of blood for
fransfusion in Suzhou, SZE held a two-day
blood donation campaign in July 2003 and
350 employees donated blood.

SZE has been consistently holding blood
donation campaigns since China adopted
the Blood Donation Law (free-of-charge
donation) in 2000 and so far 1,300 mem-
bers have donated blood.

An employee
donating blood

Other major social welfare
activities

Epson Hong Kong Ltd. (China)

To express gratitude to the medical per-
sonnel on the front line in the battle against
SARS, the company held an All Coz’ of
You! charity campaign, in which it created
a large poster calendar with snapshots of
smiling city residents and presented it to
various medical institutions.

Suwa Minami Plant (Japan)
The plant took in trainees from Suwa’s
school for the handicapped.
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Social Performance

Communications Activities

Communications Activities

We communicate with our stakeholders around the world guided by the utmost respect
for individuals and local cultures. Behind this is our commitment to be a progressive
company, trusted throughout the world, as expressed in our Management Philosophy.

Respect for individuals and
local cultures

Accurate and candid
reporting

Our approach to
communications

Public relations, advertisements and
other types of corporate communications
are vital tools in communicating with our
stakeholders. The Epson Group is com-
mitted to the use of these tools cross-
culturally and in away that is valued by
people around the world. To further refine
our communications, we established glob-
al standards in July 1998 based on such
fundamental policies as respect for indi-
viduality and cultural differences, high
morality, high standards of perception
and judgment for global communications,
and proactiveness.

At Epson, personal information on cus-
tomers is heavily protected, because we
make protection of privacy a top priority.
Epson Sales (Japan/non-manufacturing)
and Epson Direct (Japan/non-manufac-
turing), which often handle personal cus-
tomer information, are also committed
to protecting privacy, as is enumerated
in the privacy policies on their respective
websites.

Trusted throughout
the world

ISociaI performance report

We publish a variety of reports to show
our accountability to our diverse stake-
holders.

Our business operations activities and
financial status are reported in financial
statements, summarized business results
and operating statement, which are re-
quired by law and related regulations. The
Annual Report (Japanese and English)
and business operations reports are pub-
lished as part of our voluntary disclosure
of information. For environmental and
social performance, we publish the Sus-
tainability Report (Japanese, English
and Chinese) and site reports.

Starting in 2004, we will clearly define
the role of each report and consolidate all
information for disclosure in the Annual
Reportand the Sustainability Report.

Site environmental reports

IWebsites and intranet

The Epson website and the Epson Global
website serve as a portal to the sites of our
Group companies/affiliates around the
world. Their sites provide information on
products and services, as well as informa-
tion on their environmental efforts and
I1SO 14001 certification status.

For better communication with a
global audience, we renewed our English
site in August 2003 to improve informa-
tion accessibility and usability. Epson’s
listing on the First Section of Tokyo Stock
Exchange also prompted us to make more
data available in the investor relations
section. Additional information related
to social and environmental performance
has also been made available.
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English version of the Epson website

Epson website:

http://www.epson.co.jp/

Epson website (English):
http://www.epson.co.jp/e/

Epson global website:
http://www.epson.com/

Our intranet, one of our main tools

for internal communications, provides
aseries of executive messages, work
regulations and standards, information
on benefits, as well as other information
for use in daily operations. With content
created both in Japanese and English, the
intranet is available to employees around
the world.

An employee viewing an Epson intranet page
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IAdvertising and commercials

We have been running a series of adver-
tisements and commercials entitled Pow-
er of Imaging since August 2003. They
focus on the universal theme of bonds
between people. This theme was chosen
to express the bond in people’s hearts that
is formed through the digital imaging that
Epson provides.

Our Power of Imaging series also in-
cludes advertisements on Tsuyo-ink and
its supporting technology, and about our
environmental efforts.

The Power of Imaging series advertisements for
technology (left) and environment (right)

ICommunication space

Epson operates the epSITE Epson Imag-
ing Gallery in Shinjuku, Tokyo. Galleries
have also been opened in Singapore (Au-
gust 2003), Beijing (November 2003) and
Shanghai (December 2003).

Ondisplay in the epSITE galleries
are digital prints of artists’ photographs
printed on Epson printers. AtepSITE,
digital artists mingle and exchange opin-
ions and visitors enjoy first-class photo-
graphsin arelaxed atmosphere. We plan
to keep improving the quality of the gal-
leries so that they serve the community
as a place to experience Epson’s digital
imaging technology and to be touched by
creative works.

epSITE Beijing

IProduct catalogs

Itisimportant for us to communicate
product environmental information to
customers who are considering purchas-
ing our products. We have included an
environmental page in printer catalogs
to help customers understand their
environmental performance and the
recovery/recycling systems. On the same
page, we also request their cooperation in
recycling.

We also list contacts for questions,
consultation and repairs, and provide
information that helps customers use the
products more effectively.

Product catalogs

ITrade shows and seminars

In February 2003, Epson Hong Kong Ltd.
(Hong Kong/non-manufacturing) spon-
sored the Epson Green Carnival environ-
mental trade show organized by the Green
Council to support education of children
on the environment. The company not
only set up a booth to share Epson’s envi-
ronmental education, its philosophy and
its initiatives, but also participated in the
short courses that were available. The
highlight of the trade show was a tourna-
ment of eco-friendly robots in which more
than 20,000 students, teachers and their
families participated.

Epson was also part of the Eco-
Products 2003 trade show (Japan) in
December 2003. Epson featured a display
of products, as well as a demonstration of
Epson printers. Pantomime was used to
demonstrate their capabilities and envi-
ronmental design.

Epson holds numerous seminars to
share information on its environmental
efforts and expertise, and to deepen com-
munication with our stakeholders.

Epson Taiwan Technology & Trad-
ing Ltd. (Taiwan/non-manufacturing)
held the 2003 Green Design Seminar in
October 2003 with the goal of raising the
competitiveness of Taiwanese IT products
by enhancing their eco-consciousness.
Epson’s environmental efforts were com-
municated through various displays and
lectures. Technical experts, designers
and production managers asked many
questions during the Q&A session.

The 2003 Green Design Seminar in Taiwan

Financial results and business

operations presentations
Epson has been diligently holding meet-
ings to share its financial results, busi-
ness forecasts and business policies with
analysts and investors, in the belief that
these efforts help maintain appropriate
stock prices. In September 2003, we held
a business briefing where we explained
our core business, inkjet printers, while
in March 2004, we had the opportunity to
introduce our mid-range business plans.
Environmental management was the
topic at our December 2003 meeting with
analysts, fund managers and socially re-
sponsible investing (SRI) rating agencies.

ICommunity communications

The Epson Group organizes plant tours
and presentations to help residents who
live near our plants and offices to better
understand our business and environ-
mental efforts.

Tohoku Epson (Japan/manufacturing)
had a plant tour in May 2003 and ex-
plained its efforts in detail using data on
waste generation, recycling, and water
and air quality.

In August 2003, the Hirooka Plant
(Japan/manufacturing) sponsored a
meeting with local residents to present its
environmental report. Following a pre-
sentation of its business and a plant tour,
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the results of FY2002 activities and the
plans for FY2003 were discussed based on
the 2003 site report released by the Imag-
ing and Information Products Operations
Division.

In July 2003, the Shimauchi Plant
(Japan/manufacturing) also held an en-
vironmental report meeting based on its
site report.

Environmental report meeting at the Hirooka Plant

IRecognition

Tohmatsu Evaluation and Certification
Organization Co., Ltd. assigns envi-
ronmental ratings to companies based

on their last published environmental
reports and on the information disclosed
on their websites. Epson received a AA
environmental rating from the company.
Of the 449 companies that were rated,
only one company was given a AAA rating
for all seven rating categories, and four
companies, including Epson, were given a
AArating.

In the Fourth Eco Brand Survey spon-
sored by Nikkei Business Publications,
Inc., both businesspeople and consumers
ranked Epson sixth in the list of corpora-
tions making good eco-efforts. The re-
sults surpassed the last survey, in which
we ranked eighth and 17th, respectively.

IMagazines, books and websites

A special edition of Nikkei Personal
Computing published in November
2003 by Nikkei Business Publications,
Inc. featured Epson’s listing on the First

Section of the Tokyo Stock Exchange

and the 20th anniversary of Epson Sales
(Japan/non-manufacturing). The latest
Epson products and technologies were in-
troduced and helped readers understand
our company management philosophy
and the philosophy behind the making of
our products.

The Epson Group was one of 10 global
corporations featured in Industry Ge-
nius: Inventions and People Protecting
the Climate and Fragile Ozone Layer,
published by Greenleaf Publishing (U.K.)
in June 2003. The book discusses the ef-
forts of corporations that contribute to
preserving the ozone layer. We were cited
as the first company in the world to com-
pletely eliminate CFC gases from all prod-
ucts and production processes.

The United Nations Environment Pro-
gramme featured eco-activities conduct-
ed during environment month at Epson
Telford Ltd. (U.K./manufacturing) on its
website, in the section on eco-activities in
different countries.

UNEP World Environmental Day 2004
http://www.unep.org/wed/2004/
Around_the_World/index.asp

Sustainability Report 2003 Questionnaire Results

Valuable comments were sent to us by 117 respondents to the questionnaire at the back of our Sustainability Report 2003, issued in
June 2003 (English version in August 2003). We are grateful for these contributions and reflected some of your suggestions in planning

and editing the 2004 report. Here are the results and what we have done in response.
Q . How did you learn about the report? Q . What did you think of the report?
Difficult to understand
6%

Q What is your affiliation

with/relationship to Epson?

Product user 31% Seminar,

trade show
7%

Other 23% GO;/Eer (including referral)

Easy to understand
58%

Media 1%

Newspaper, magazine
Resident near 54%
Epson plant 2%

nt 2% Website
Student N T
Shareholder/
investor 2%
Government-related Sent

3% from Seiko Epson
Compan 22%
environmental officer

18%

Business partner 7%

Understandable
606
NGO - NPO 11% 36%

Suggestions from respondents and our responses
Overall, the presentation is rather flat. Please use different presentation approaches to communicate your

management vision more clearly.
- Feature stories on our approach to trust-based management (corporate governance and compliance) were added.

We prefer Eco Mail.

- We introduced a simplified mailing method (envelope-free) to distribute the Sustainability Report 2003. Please
see p. 52 for details.

Please use simpler expressions in the text. Make it easier for readers to get a summary of your activities.

- We added the 2003 Activity Digest to the Eco-Products and Green Factories sections and listed highlights of the
activities.

Questionnaire responses

66 Epson Sustainability Report 2004



Reference Data

Environmental Data by Location

Summary of Groupwide Environmental Data
ISO 14001 Certification List

Environmental Awards

Environmental & Social Activities Timeline



Environmental Data by Location

Location
= Business activities

Head Office
* Headquarters, R&D

Hirooka Plant

= Development, design and manufacturing of
IT equipment

Fujimi Plant

* R&D, design and manufacturing of
semiconductors

Suwa Minami Plant

* Manufacturing of TFT panels and watch
parts; R&D of production technology

Shiojiri Plant

= Development and manufacturing of
watches

Matsumoto Minami Plant
= Development and design of IT equipment

Ina Plant
= Development, design and manufacturing of
quartz devices

Murai Plant
= Development of portable IT equipment

Shimauchi Plant

« Development and design of visual
instruments

Toyoshina Plant

= Development, design and manufacturing of
LCD panels, modules

Matsushima Plant
= Development, design and manufacturing of
eyeglass lenses and optical devices

Okaya Plant
= Manufacturing of exterior parts of watches

Takagi Plant *1

« Element development, transportation
services for the Epson Group

Matsumoto Plant

= Development of software, product design,
sales and cleaning of antidust suit

Kanbayashi Plant
« Printer repair

Azusabashi Plant

= Manufacturing of devices, application
equipment

Hino Office

« Sales of electronic devices, IC design,
development of software, etc.

Tohoku Epson Corporation *2

= Manufacturing of semiconductors and
printing heads

Atmix Corporation Head Office Plant

= Development, manufacturing and sales of
metallic powders, metal injection molding
parts and artificial crystals

Atmix Corporation Suwa Plant *3
= Development, manufacturing and sales of
metallic injection molding parts

Seiko Epson Contact Lens Corporation
* Manufacturing of contact lenses and opti-
cal devices

Seiko Lens Service Center Co., Ltd.
« Manufacturing of eyeglass lenses

Epson Logistics Corporation *1
= Transportation services for Epson Group

*4

Epson Mizube Corporation

= Assembly and inspection of electronic
equipment and precision instruments

Akita Orient Seimitsu Co., Ltd.

* Manufacturing and assembly of printing
heads, crystal oscillator, die and produc-
tion equipment
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Address
Telephone

3-3-5 Owa, Suwa-shi, Nagano-ken 392-8502
Tel: +81-266-52-3131

80 Hirookaharashinden, Shiojiri-shi, Nagano-ken
399-0785 Tel: +81-263-52-2552

281 Fujimi, Fujimi-machi, Suwa-gun, Nagano-ken
399-0293 Tel: +81-266-61-1211

1010 Fujimi, Fujimi-machi, Suwa-gun, Nagano-ken
399-0295 Tel: +81-266-62-6622

390 Shigjiri-cho, Shiojiri-shi, Nagano-ken
399-0796 Tel: +81-263-52-0620

2070 Kotobuki Koaka, Matsumoto-shi, Nagano-
ken 399-8702 Tel: +81-263-86-5353

8548 Nakaminowa, Minowa-machi, Kamiina-gun,
Nagano-ken 399-4696 Tel: +81-265-79-2481

1059 Yoshikawa Murai-cho, Matsumoto-shi,
Nagano-ken 399-8707 Tel: +81-263-58-3141

4897 Shimauchi, Matsumoto-shi, Nagano-ken
390-8640 Tel: +81-263-47-0500

6925 Tazawa, Toyoshina-machi, Minamiazumi-
gun, Nagano-ken 399-8285 Tel: +81-263-72-1447

8793 Nakaminowa, Minowa-machi, Kamiina-gun,
Nagano-ken 399-4693 Tel: +81-265-79-8121

2-1-43 Osachi Shibamiya, Okaya-shi, Nagano-ken
394-0083 Tel: +81-266-23-0888

8953 Shimosuwa-machi, Suwa-gun, Nagano-ken
393-0033 Tel: +81-266-27-8911

2-4-14 Shiraita, Matsumoto-shi, Nagano-ken
390-0863 Tel: +81-263-36-1811

1563 Kanbayashi, Matsumoto-shi, Nagano-ken
390-1243 Tel: +81-263-58-6001

5209-1 Takibe, Toyoshina-machi, Minamiazumi-
gun, Nagano-ken 399-8204 Tel: +81-263-72-7620

OD Bldg. 421-8 Hino, Hino-shi, Tokyo 191-8501
Tel: +81-425-86-6226

166-3 Jurizuka, Sakata-shi, Yamagata-ken
998-0194 Tel: +81-234-31-3131

4-44 Aza Kaigan, Kawaragi, Hachinohe-shi,
Aomori-ken 039-1161 Tel: +81-178-73-2801

1-18-12 Kogandori, Suwa-shi, Nagano-ken
392-0027 Tel: +81-266-52-8100

1545 Oaza Nakaminowa, Minowa-machi, Kamiina-
gun, Nagano-ken 399-4601 Tel: +81-265-79-6623

1-9-30 Setoguchi, Hirano-ku, Osaka 547-0034
Tel: +81-6-6703-7618

8953 Shimosuwa-machi, Suwa-gun, Nagano-ken
393-0033 Tel: +81-266-26-0561

2-1-18 Tsukama-cho, Okaya-shi, Nagano-ken

1-18-12 Kogandori, Suwa-shi, Nagano-ken
392-0027 Tel: +81-266-58-8833

1 Aza Dannoue, lwasaki, Yuzawa-shi, Akita-ken
012-0801 Tel: +81-183-72-4111

Year
operations
began

1942

1970

1980

1985

1961

1995

1959

1963

1971

1983

1980

1985

1956

1976

1973

1976

1985

1987

2000

1989

1987

1965

1997

1984

1986

Site
Building sizes
46,910.48m?
57,459.96m?
209,116.42m?
108,027.85m?

247,335.97m?
128,143.03m?

147,065.04m?
87,309.32m?

45,871.00m?
23,421.41m?

31,861.00m?
16,300.72m?

41,065.42m?
27,302.27m?

34,235.58m?
19,804.88m?

32,258.12m?
18,805.46m?

89,736.06m?
77,529.85m?

41,311.31m?
20,743.92m?

27,754.31m?
17,914.50m?

26,999.53m?
19,519.40m?

14,463.39m?
21,265.18m?

20,695.56m?
10,249.95m?

8,192.10m?
5,298.91m?

42,452.34m?
32,990.88m?

538,764.74m?
133,077.58m?

13,076.30m?
2,619.45m?

4,992.70m?
2,027.73m?

7,800.00m?
3,520.00m?

1,750.00m?
3,499.23m?

Zoning

Semi-industrial

Industrial only
No. 6 building is
industrial site)

Unspecified

Unspecified

Semi-industrial

Unspecified

Semi-industrial

Semi-industrial

Unspecified

Industrial

Semi-industrial

Semi-industrial

Semi-industrial

Semi-industrial

Unspecified

Semi-industrial

Semi-industrial

Industrial

Industrial

Semi-industrial

Unspecified

Semi-industrial

- Reference Data Environmental Data by Location

Energy Con-
sumption
(10,000 kWh)

1,203

4,249

13,013

8,266

910

268

1,424

256

252

8,353

2,267

411

245

171

79

143

374

20,758

1,411

381

156

628

4,901.54m?
6,922.64m?

4,992.70m?
2,027.73m?

65,436.33m?
16,600.96m?

Semi-industrial

Semi-industrial

Industrial

23

1,937



Notes: «—: No restriction so no measurement performed

*Value: Maximum values measured are shown for every item. *1 Epson Logistics moved to the Takagi Plant in February 2004
Figures in red exceed legal standards. *2 Includes data for the Sakata Plant
Water quality data is based on plant wastewater measurements, except when *3 Injex Corporation began operations as Atmix Corporation’s Suwa Plant
there is a mixture of plant and domestic wastewaters, for which data represent in July 2003
mixed water. *4 Epson Logistics Corporation’s data up to January 2004. For data from
*ND: Not detected February 2004 onward, please refer to the data for the Takagi Plant.

*5 PCB storage data are for June 2003.

*6 Three units transferred to the Head Office in February 2004

*7 Implemented measures using an improved abatement system.

*8 Monitoring being conducted due to a violation of legal wastewater standards.
Please visit our website for further details.

Waste Water quality Air boB
r con- water - ) Colif s
Ty i rvenm) S oy BB 00| oy | eminia dartals ‘},:T R S iR e 05
372 7 267414 Sewer 6.9-7.5 17 18 2.8 ND ND — 6 97 0.021 0.005 121 O
5,256 28/ 509,267 Sewer 5.7-8.9 380 110 210 15 32 *7 = 14 110  0.06 0.008 2 O
1,534 639 1,457,663 Sewer 6.8-7.7 90 33 51 0 43 — 7 89  0.34 0.007 5 O
1,013 29 1138,000 Sewer 6.2-7.6 200 21 37 ND 6.7 — 19 110 ND  0.011 0 O
374 8 127468 Sewer 7.3-85 110 = 73 ND 13 = 2 120 0.054 ND 116
242 10 17597 River  6.6-7.6 20 26 22 ND 17 200 2 43 0.029 ND 0
360 2 206,614 River = 6.8-7.2 5.1 4 5 ND  0.28 ND 4 90 093 ND 56 O
91 1 40,984 Sewer — *8 — — — *8 — — — 3 75 0.03 ND 24
241 3 24,470 Sewer = 6.7-8.8 110 = 36 ND 16 — 2 61 0049 001 1
3,534 6 1,281,288 gg‘\’,\j’ér 6.4-8.2 270 10 52 ND 2.8 27 22 85 0.071 0.018 0 O
875 6 410,044 géﬂr 7.3-8.0 22 5.6 2 ND ND 18 4 76 0.071 0.008 0 O
118 2 30,553 Sewer 6.8-7.6 69 = 38 ND 2.6 — 2 10 o011 ND 0 O
19 0 37,524 Sewer = 6.1-9.0 57 = 88 — 23 — 1 82 0.033 0.0039 1
71 0 36926 Sewer 7.0-8.2 85 — 12 — 26 — 3 100  0.03 ND 1
191 0 10,718 Sewer = 6.4-8.4 220 36 100 ND 25 = 1 93 0.052 0.006 0
84 2 6,732 s;’gggge 7.1-7.4 19 21 14 ND 2 2 2 64 0.023 0.009 0
176 3 28,354 Sewer — — — — — — — — — — — 14
3,874 0 3,065,657 "‘f’fgﬁ{ 75-7.8  14.9 6.3 31 ND ND 28 1 100 0.26 0.003 0 O
732 0 208,968 V‘f’f‘(}fn' 6.8-7.3 = 17 8 0.5 ND 12 — — — — 0 O
59 0 8,553 Sewer — = = = = = = 2 40 ND ND 0 O
46 1 13,064 Sewer — 3.8 — 11 ND — — — — — — 0

49,022 Sewer 6.2-7.6

/////////////////

3,627 Sewer 7.2-8.3

25 0 2,762 Sewer — — — — — — — — — — — 0

1,466 — 102,299 River 6.1-7.4 37 19 6.5 1.6 ND — 4 58 0.11 0.0032 0 O
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Reference Data

Pollutant Release and Transfer Register (PRTR) Data by Location

Amount emitted/discharged (

354 PRTR substances subject to PRTR Law (Unit: kg)

kg) Amount transferred

Sub- (kg) i Re-
stance Chemical substance Cas No. oL Released Released e- Trans- Comsuies) @l cycle
No used (kg) TEEESEC topublic | oony Sentto ( TAS - Transferred (kg) (k) (kg)
: o landfill as waste
sphere  gystem  to soil sewage
-Head Office Contact: Tel. +81-266-52-3131
266 Phenol 108-95-2 155 155
283 derogen fluoride and its water-soluble salts Group 349 5 343
*Hirooka Plant Contact: Tel. +81-263-52-2552
30 Bisphenol A type epoxy resin (liquid) 25068-38-6 171 171
43 Ethylene glycol 107-21-1 24,354 244 24,110
231 Nickel 7440-02-0 2,066 81 307 1,677
283 Hydrogen fluoride and its water-soluble salts Group 10,039 82 9,956
309 Poly (oxyethymﬁ] nonylphenxl ether 9016-45-9 5,198 53 5,145
<Fujimi Plant Contact: Tel. +81-266-61-1211
16 2-aminoethanol 141-43-5 72,434 327 71,404 703
24 n-alkylbenzenesulfonic acid and its salts (alkyl C=10-14) Group 27,480 27,480
40 Ethylbenzene 100-41-4 806 39 385 382
43 Ethylene glycol 107-21-1 717 7 709 1
63 Xylene 1330-20-7 6,488 310 6,108 70
172 N, N-dimethyl formamide 68-12-2 1,268 63 1,077 128
224 1,3,5-trimethylbenzene 108-67-8 2,318 6 2,312
227 Toluene 108-88-3 271 2 71 129 69
266 Phenol 108-95-2 27,479 2,748 21,983 2,748
283 Hydrogen fluoride and its water-soluble salts Group 35,793 3,435 32,359
304 Boron and its comgounds Group 101 50 51
+Suwa Minami Plant Contact: Tel. +81-266-62-6622
16 2-aminoethanol 141-43-5 74,515 3,009 2,713 51,837 16,956
63 Xylene 1330-20-7 175,181 45 175,136
283 derogen fluoride and its water-soluble salts Group 31,372 8 1,547 13 29,804
<lna Plant Contact: Tel. +81-265-79-2481
69 Chromium (VI) compounds Group 152 2 151
283 __Hydrogen fluoride and its water-soluble salts Group 4,951 25 4,035 891
*Toyoshina Plant Contact: Tel. +81-263-72-1447
16 2-aminoethanol 141-43-5 123,718 428 7,506 114,547 1,237
30 Bisphenol A type epoxy resin (liquid) 25068-38-6 268 1 4 250 4 9
67 Cresol 1319-77-3 1,789 2 11 1,760 16
68 Chromium and chromium (l1l) compounds Group 1,426 1 740 1 683
69 Chromium (VI) compounds Group 720 1 4 678 37
283 derogen fluoride and its water-soluble salts Group 3,451 167 117 3,167
<Matsushima Plant Contact: Tel. +81-265-79-8121
24 n-alkylbenzenesulfonic acid and its salts (alkyl C=10-14) Group 388 227 161
27 Isophorone diisocyanate 4098-71-9 21,474 8 125 21,342
230 Lead and its compounds Group 244 244
341 Methylenebis (4, 1-cyclohexylene) diisocyanate 5124-30-1 21,474 8 125 21,342
-Sakata Plant _Contact: Tel. +81-234-31-3131
16 2-aminoethanol 141-43-5 36,403 291 35,529 582
43 Ethylene glycol 107-21-1 834 8 826
63 Xylene 1330-20-7 1,067 523 544
172 N, N-dimethyl formamide 68-12-2 38,640 155 38,176 309
260 Catechol 120-80-9 20,435 13 18,650 1,773
283 Hydrogen fluoride and its water-soluble salts Group 39,923 200 4,591 35,132
304 Boron and its comgounds Group 176 102 3 71
+Okaya Plant Contact: Tel. +81-266-23-0888
63 Xylene 1330-20-7 145 12 29 103
227 Tolue_ne 108-88-3 180 24 12 144
Tohoku Epson Corporation Contact: Tel. +81-234-31-3131
25 Antimony and its compounds Group 392 255 137
30 Bisphenol A type epoxy resin (liquid) 25068-38-6 288 128 160
64 Silver and its water-soluble compounds Group 158 158
230 Lead and its compounds Group 297 297
232 Nickel compounds Group 11,837 523 1,192 10,122
304 Boron and its comgounds Group 229 229
*Atmix Corporation Hachinohe Plant Contact: Tel. +81-178-73-2801
68 Chromium and chromium (l1l) compounds Group 350,964 307,378 43,586
100 Cobalt and its compounds Group 9,619 9,293 327
231 Nickel 7440-02-0 238,168 4 229,533 8,631
283 Hydrogen fluoride and its water-soluble salts Group 527 17 510
304 Boron and its compounds Group 322 310 11
311 Manganese and its compounds Group 10,572 11 6,065 4,496
346 Molzbdenum and its comgounds Group 20,367 5 19,646 716
*Atmix Corporation Suwa Plant Contact: Tel. +81-266-52-8100
68 Chromium and chromium (l1l) compounds Group 6,724 621 6,104
100 Cobalt and its compounds Group 1,470 136 1,334
231 Nickel 7440-02-0 3,135 289 2,846
270 Di-n-butyl phthalate 84-74-2 667 62 605
311 Manganese and its compounds Group 238 22 216
346 Molzbdenum and its comgounds Group 660 61 599
<Akita Orient Seimitsu Co., Ltd. Contact: Tel. +81-18-372-4111
63 Xylene 1330-20-7 229 229
69 Chromium (VI) compounds Group 313 313
283  Hydrogen fluoride and its water-soluble salts Group 14,775 97 14,678

*Amounts over 100 kg are listed.
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Summary of Groupwide Environmental Data

Energy
*Energy Use (Unit: kl of crude oil)

Industrial Waste
<Total Waste Generation (Unit: tons)

Increase/

ncrease/ Japan [PVakR FY2001  FY2002  FY2003  decrease over
Japan FY1O97 | Fv2001  FY2002  FY2003 decrease over p (base year) #Y200
basevesy FY2002 (%) Total amount 14,111 14,695 19,472 19,591 119
Energy use 176,073 215,939 210,353 203,217 -3.4 . .
9y *\Waste Disposed of (Unit: tons)
(CO2 equivalent; unit: 10,000 t-COz2) (31.6) (41.5) (42.6) (40.3) -5.4 FY1997 Increase/
N Japan (base year) FY2001 FY2002 FY2003 decrease over
Breakdown < Oil/gas 56,204 92,306 103,509 50,661 -511 Y FY2002
I~ Sludge 1,865 743 877 638 -239
= Electricity 119,869 123,633 106,844 152,555 42.8 _ loilwaste 997 i 0 0 0
CO2 equivalent for FY1997-FY2001 calculated using Japanese Federation of Electric Power Companies coefficient 3 |Acid 382 41 0 0 0
G |Alkali 509 84 3 0 0
| ' & |Plastics 2,242 60 14 0 -14
ncrease.
s R
Overseas (Yi99T  FY2001  FY2002  FY2003 decrease over § |Wood scraps 90 3 2 0 2
Y FY2002 (%) g Metals 243 3 0 0 0
Glass and ceramics 298 7 1 0 -1
Energy use 58,572 82,987 81,831 83,491 2.0 Other o8 PE) 3 o 3
(CO: equivalent; unit: 10,000 t-COz) (16.0) (24.2) (25.1) (26.2) 4.4 Combustible waste 1,480 241 168 140 -28
o -
Breakdown < Oil/gas 4,888 6,977 9,459 9,527 0.7 § & [Plastics 223 ° 0 0 0
o & 3 |Incombustible waste 263 4 0 0 0
« Electricity 53,684 76,010 72,372 73,964 2.2 Other 11 115 68 5 23
Total 9,061 1,335 1,132 823 -309
Global Warming Substances Waste Recycled (Unit: tons)
N . P L _ Increase/
Global Warming Substance Emissions (Unit: 10,000 t-CO2) e (1997 Fyz001 FY2002  FY2008  dectesso over
Increase/
Japan FY1997  Fv2001  FY2002  FY2003 decrease over Sludge 2,010 2902 3,891 3,460 -431
Gr=one FY2002 _ |oilwaste 793 2,579 3,433 3,656 223
CFs 2.9 17 2.5 2.7 01 g |Acid 0 564 749 822 s
G |Alkali 0 895 1,900 2,259 358
C2Fe 13.9 3.8 47 a7 0.0 5 Plastics 499 2,401 3139 3,237 99
SFe 3.7 2.8 4.3 4.4 0.1 § Wood scraps 73 140 156 197 41
— 2 |Metals 213 1,630 2,307 2,207 -100
& | } ,
Liquid PFC (CeFas) 9.2 06 16 29 13 Glass and ceramics 1 176 172 196 24
Other (C4Fs, CHFs, etc.) 25 1.0 1.3 15 0.1 Other 27 55 700 613 -87
Total 321 10.0 14.5 16.2 1.7 ° Confidential documents 303 456 511 527 16
Used paper, magazines,
<Overseas = 0 W e s28 1208 105 1213 186
s |Plastics 45 1 0 13 13
g Metal scraps 258 0 0 1 1
Hazardous Chemical Substances 2 |Raw refuse 0 76 102 104 2
. T Other - 217 253 264 1
Hazardous Chemical Substance Use (Targeted for prohibition; unit: tons) Total 5,050 13.960 16.340 16.768 28
FY1997 Increase/ Amount of valuable resources in FY2003: 922 tons
Japan (baseyea T Y2001 FY2002 FY2003 decrease over
Y2002 =Amount Sent to Landfill (Unit: tons)
HCFC-225 19.2 0.0 0.0 0.0 0.0 Increase/
Japan FY2002 FY2003 decrease over
Cellosolve 73.4 8.1 3.4 0.0 -3.4 FY2002
" Amount sent to landfill ( d from FY2002) 890 751 -139
Methylene chloride 91.4 0.0 0.0 0.0 0.0
Beryllium sulfate 0.0036 0.00015 0.0 0.0 0.0 ~Total Waste Generation (Unit: tons)
Increase/
Other 3.0 0.2 0.0 0.0 0.0 Overseas YAk FY2001  FY2002  FY2003  decrease over
(base year) FY2002
Total 187.0 8.4 3.4 0.0 -3.4 Total amount — 21,055 22,683 22,263 -420
Completely eliminated in Japan in FY2003 . .
petey P *Waste Disposed Of (Unit: tons)
Increase/
Overseas FY2001 FY2002 FY2003  decrease over
FY1997 Increase/ FY2002
Overseas (baseyeary T Y2001 FY2002 FY2003 decrease over Sludge — 442 447 4
IREEEZ _ |oil waste — 3,646 777 -2,870
HCFC-225 — 0.0 0.0 0.0 0.0 2 Acid — 9 12 3
5 -
Cellosolve — 0.9 0.0 0.0 0.0 g Alkal = 9 : L
& Plastics — 127 17 -110
Methylene chloride — 0.0 0.0 0.0 0.0 £ |Wood scraps — 17 0 -17
Beryllium sulfate — 0.0058 0.0003  0.0062 0.006 & [Metals = 3 7 5
Glass and ceramics — 43 23 -20
Other — 0.0 0.018 0.000 -0.018 Other — 34 34 o
Total — 0.9 0.018 0.006 -0.012 £ & |Combustible waste — 432 435 3
Overseas, we are techr able to i cc except for beryllium sulfate ® & |Raw refuse — a7 e 26
Total 5,693 4,800 1,825 -2,976
Breakdown is recorded from FY2002
WetEr «\Waste Recycled (Unit: tons)
Water Use (Unit: 1,000m?3) Increase/
Overseas FY2001 FY2002 FY2003 decrease over
FY1997 Increase/ FY2002
Japan (baseyeay T Y2001 FY2002 FY2003 decrease over Sludge — 639 799 160
FY2002 _ o — 1,849 4,015 2,166
7607 8408 8808 8983 175 2 Acid — 98 92 -6
G |Alkali — 72 2 -70
| y & |Plastics — 2,490 2,921 431
ncrease. s _
Overseas FY1997 = £voo01  FY2002  FY2003  decrease over § Wood scraps 756 883 127
(base year) FY2002 2 Metals — 6,097 4,550 -1,547
Glass and ceramics — 461 434 -27
- - 3850 3479 -371 Other — 1,452 502 -949
© Confidential documents,
£ @ \used paper, magazines newspaper, — 3,561 5,181 1,620
2 g cardboard, etc.
= Raw refuse — 409 1,059 650
Total 15,362 17,883 20,438 2,555
Amount of valuable resources in FY2003: 11,052 tons
<Amount Sent to Landfill (Unit: tons)
Increase/
Overseas FY2002 FY2003  decrease over
FY2002
Amount sent to landfill (assessed from FY2003) 1,067 —
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Reference DatalSO 14001 Certification List

ISO 14001 Certification List

Certified operations | conteanon [REIGMERRY Certiied operations e
Japan Epson Precision (Philippines) Inc. 2000.2.21 TtV
BS Operations Division 1996.12.26 JQA Fu Shun Industrial Factory 2000.3.26 SZEC
'(’)“pag;?o‘;‘]gdlj'i'\“,{gi’gr‘]ati°” Rroducts 1997.2.26 JOA Epson Engineering (Shenzhen) Ltd. 2000.4.19 SZEC
Optical Products Operations Division 1997.7.19 BVQI - Eig E‘Ice):r(‘:?roKr?ig%SLrt]cé-r{zhen) Ltd. 2000.6.26 CCEMS
Semiconductor Operations Division 1997.9.27 BVQI g Shanghai Epson Magnetics Co., Ltd. 2000.7.2 EIQA
MD/TFT Operations Division *1 1997.111 BVQI é Fujian Epson Start Electronic Co., Ltd. 2001.2.20 CEPREI
Quartz Device Operations Division 1997.11.7 BVQI ‘E |Eur0pe
Watch Operations Division 1998.1.11 BVQI g Epson Telford Ltd. 1995.11.28 Lloyd's
§ Visual Instruments Operations Division 1998.1.19 BVQI N |Americas
i..’: Head Ofbce *3 1999.4.3 BVQI Epson Portland Inc. 1998.6.9 UL
g [FA Equipment Division] *2 R Copsolidated into Epsor £ Paso, Inc./Epson de Juarez, 1999.311 PIR
g Group companies/afbliates Epson Paulista Limitada 2000.2.2 ABS
< Seiko Lens Service Center Co., Ltd. 1998.4.13 BVQI |Asia/Oceania
Tohoku Epson Corporation 1998.4.18 BVQI Epson Precision (Hong Kong) Ltd. *3 1999.9.27 BVQI
Seiko Epson Contact Lens Corporation 1998.12.29 BVQI Epson Taiwan Technology & Trading Ltd. 1999.10.5 DNV
[injex Corporation] *4 20003.20 " arpoaton” Epson Hong Kong Ltd. 2000217 BVQI
Epson Mizube Corporation 2000.4.21 BVQ Epson Singapore Pte. Ltd. 2000.3.1 PSB
Akita Orient Seimitsu Co., Ltd. 2001.3.11 BVQI Shanghai Epson Electronics Co., Ltd. 2000.9.11 CCEMS
Atmix Corporation *5 2004.3.31 BVQI 523%2(3232)55&#52éstLke" Epson corp. 20009.25|  CCEMS
_— o Ofbee 2001211 BVOl E?)iol?tc(l.Shanghai) Information Equipment 2000.9.5 CCEMS
Group companies/afbliates Beijing Epson Electronics Co., Ltd. 2000.9.25 CCEMS
$Z Epson Service Corporation *3 1999.1.15 BVQI Epson Korea Co., Ltd. 2000.9.30 BVQI
g Epson Sales Japan Corporation 1999.4.8 BVQI Seiko Epson Corporation Korea Ofbce 2001.3.22 BVQI
g Epson OA Supply Corporation 1999.12.22 BVQI § Epson Trading (Malaysia) Sdn. Bhd. 2001.3.31 InterEfldt.ional
‘Ei Epson Logistics Corporation *3 2000.2.26 BVQI g Epson Australia Pty. Ltd. 2001.5.25 QAS
% A.l. Soft, Inc. 2000.11.26 BVQI §" Epson (Beijing) Technology Service Co., Ltd. 2001.11.4 CCClI
< ﬁs;s.on Software Development Laboratory, 2000.12.23 BVQI g- |Europe
Epson Direct Corporation 2001.2.15 BVQI g Epson Engineering Europe S.A. 1999.12.10 BVQI
Overseas § Epson Europe B.V. 2001.3.20 BVQI
Asia/Oceania ¥ Epson Europe Electronics GmbH
P.T. Epson Batam 1997.11.25 BVQI ¥ Epson Portugal-Informatica, S.A.
£ singapore Epson Industrial Pte. Ltd. 1999112 SGS/BVQ ¥ Epson Italia S.p.A.
% P.T. Indonesia Epson Industry 1999.3.26 BVQI ¥ Epson Iberica, S.A.
g- Epson Precision (Johor) Sdn. Bhd. 1999.3.26 BVQI ¥ Epson France S.A.
g Po Shen Industrial Factory 1999.4.22 sscc ¥ Epson Deutschland GmbH
é’ Epson Precision (Malaysia) Sdn. Bhd. 1999.4.29 SIRIM ¥ Epson (U.K.) Ltd.
Suzhou Epson Co., Ltd. 1999.6.28 CCEMS Americas
Tianjin Epson Co., Ltd. 1999.8.8 Cg‘m"szisg;eiﬁz,i;:"ﬁ:ﬁ" Epson America, Inc. 2000.11.10 QMI/NSF-ISR
Notes: Epson Electronics America, Inc. 2001.3.7 BVQI
*1 Display Operations Division reorganized into TFT Operations Division and MD Operations
Division on April 1, 2004. Epson Research and Development, Inc. 2001.3.8 BVQI

*2 Consolidated with the Head Ofbce in December, 2002.
*3 Manufacturing/non-manufacturing categorization changed in FY2003.
*4 Injex Corporation and Atmix Corporation merged in July, 2003, with Injex becoming Atmix(s Suwa Plant.
*5 Following an extended assessment of Atmix(s Suwa Plant in March 2004, Atmix Corporationis Head Ofpce Plant was certibed as Atmix Corporation.
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Environmental Awards

Major awards listed below

Date Recognition Sponsor Recipient
. Ecology Division Prize = 2003 Nikkei BP Technology - . A Seiko Epson Corp. for inkjet technology applicable to organic EL
Al 20 Awards MIEGED BUEfisss PUIEETES (e plasma display and semiconductor circuit wiring
. Gold = Printer and Scanner Category, SuperBrand P .
April 2003 Awards [Photo 1] Reader(s Digest Asia Epson Hong Kong Ltd.
April 2003 Sv?lfréspnmer | Semmzr CaiEge, SipeEEmt Reader{s Digest Asia Epson Singapore Pte. Ltd.
April 2003 4th Environment for Tomorrow Award [Photo 2] Asahi Shimbun Seiko Epson Corp.
First Economic Cycle Model Unit Environmentally Ao q q —
June 2003 Friendly Enterprise Award Tianjin Environmental Protection Bureau Tianjin Epson Co., Ltd.
June 2003 Best Supplier Award - Philips Supplier Day Philips Japan Ltd. Seiko Epson Corp.
June 2003 Third Prize - 6th Green Reporting Awards [Photo 3] Toyo Keizai Inc., Green Reporting Forum Seiko Epson Corp.
Class A Enterprise in Environmental Conduct, Fuzhou . . . .
June 2003 City, Fujian Province Fuzhou Environmental Protection Bureau Fujian Epson Start Electronic Co., Ltd
First Prize - Electronic Manual Category = Japan Japan Technical Communicators ~ . .
August 2003 Manual Contest 2003 e . EPSON PM-740C Printer Setup Guide
Third Prize - Industrial Equipment Category = Japan Japan Technical Communicators _ 5 .
August 2003 Manual Contest 2003 e . EPSON PPPS-| Userls Guide
0Simple Is Best0 Final Judging Committee Special Japan Technical Communicators _ . :
UL 200 Award = Japan Manual Contest 2003 Association EPES(ORN PIY=1IC Filiiier S @it
August 2003 Texas Forest Service Grant Texas State Government Epson El Paso, Inc./Epson de Juarez, S.A. de C.V
August 2003 ﬁhagg;os'i‘:ta”dmgv Rllaliviecpioliecleleontention FNST Productivity Corp. Epson Precision (Johor) Sdn. Bhd.
Employment of Persons with Disabilities Good Japan Organization for Employment of the q
Sl 20 Practice Award (Hearing Impaired) [Photo4] Elderly and Persons with Disabilities (JEED) e WIEHES Cap,
Product Design Category = Good Design Awards Japan Industrial Design Promotion A LA R .
October 2003 2003 Organization 0Seiko Fun Click0 close-range optical lens
October 2003 Universal Design Award, Product Design Category Japan Industrial Design Promotion SEIKO SUPER P-1 custom-made back surface progressive lens

November 2003

Special Award « Good Design Awards 2003

Award for OEco-conscious production process and
electric/electronic equipment design0 « EcoHitech
Award 2003 [Photo 5]

Green Enterprise » Shenzhen Green Enterprise

Organization

Ecoqualilt Consortium

Epson Italia S.p.A.

(PLANT-1) Po Shen Industrial Factory, (PLANT-2) Po Shun

Moty 200 Certibcation [Photo 6] (Clizy @if Shitzni it Industrial Factory, Fu Shun Industrial Factory
National Energy Foundation Energy Efpciency q .
November 2003 Accreditation [Photo 7] National Energy Foundation Epson Telford Ltd.
Award for TPM Excellence, First Category = 2003 PM . A . .
December 2003 Award [Photo 8] Japan Institute of Plant Maintenance (PLANT-2) Po Shun Industrial Factory
December 2003 [PYSO2 MRS, € Engliiaeiis) Caiaemy o AR Economic Planning Unit Johor Epson Precision (Johor) Sdn. Bhd.

December 2003

(quality assurance award) [Photo 9]
Green Power Partner
Excellence Prize (Global Environmental Forum

U.S. Environmental Protection Agency

Epson Portland Inc.

January 2004 Director Prize) = 7th Environmental Report Awards Global Environmental Forum Seiko Epson Corp.
January 2004 PROFEPA Green Banner Award Mexican Environmental Ministry Epson El Paso, Inc./Epson de Juarez, S.A. de C.V
Natural Resources and Energy Agency
February 2004 Director-General Award for Factory Energy Ministry of Economy, Trade and Industry Tohoku Epson Corp.
Management Excellence (Heat Division)
Chubu Bureau of Economy, Trade and Industry
February 2004 Directorls Award for Factory Energy Management Ministry of Economy, Trade and Industry Matsushima Plant, Seiko Epson Corp.
Excellence (Electric Division)
The Energy Conservation Center Award of Excellence
February 2004 for Energy Conservation in a Factory, Building, or Ministry of Economy, Trade and Industry Fujimi Plant, Seiko Epson Corp.
Ofbce
Tohoku Bureau of Economy, Trade and Industry
February 2004 Director(s Award for Factory Energy Management jlonokujBureatiiofiEconomypiadejand Akita Orient Seimitsu Co., Ltd.
Industry
Excellence
February 2004 Qs:il\t/)irtliilsl)?eforestanon PO (RO [Nemoualy National Mexican Army Epson El Paso, Inc./Epson de Juarez, S.A. de C.V
February 2004 Social Contribution Award < 2003 DIF Program Mexican Federal Government Epson El Paso, Inc./Epson de Juarez, S.A. de C.V
. Environmental Ministry Award = 13th Global Fujisankei Communications Group, The A
(il 200 Environment Awards Japan Industrial Journal Sell@ Epsan C,
May 2004 Third Prize - 7th Green Reporting Awards Toyo Keizai Inc., Green Reporting Forum Seiko Epson Corp.

President Kusama Receives 2003 Akira Inoue EHS Award

B4E mpga i
E-T 7_a>!tn1 nes !:\El;"gn P

In December 2003, President Saburo Kusama received the 2003 Akira
Inoue EHS Award. The award is presented annually by Semiconductor
Equipment and Materials International (SEMI) to recognize individuals
in industry and academia for outstanding environmental, health and
safety achievements in the semiconductor industry.

The Akira Inoue EHS Award was created in 2000 in honor of the
late Akira Inoue, past president of Tokyo Electron Ltd. Explaining the
reasons that Kusama was selected, Stanley T. Myers, president and
CEO of SEMI, said, 0Under Mr. Kusama's leadership, Epson has made
resource conservation and environmental protection a core value of
the company's operations. Mr. Kusama has = -
shown that environment, health and safety *
can be strengthened, while simultaneously
growing the business and manufacturing
innovative products. He embodies the spirit
of Mr. Inoue's commitment to the environ-
ment and we are pleased to honor him with
this award.0

EMERGY
ACCREDTATION
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Reference Data

Environmental & Social Activities Timeline

Corprate History

1940s e 1942 Yamato Kogyo established in Suwa City, Nagano
1950s 1956 Seiko Marvel watch developed
1959 Suwa Seikosha Co., Ltd. established

1960s 1964 Named official timer for Olympic Games in Tokyo, used Crystal
Chronometer 951 portable quartz clock and printing timer
1968 Launched manufacturing site in Singapore
1968 EP-101 miniature printer released [] Photo 1[]
1969 Commercialized Seiko Quartz 35SQ analog
quartz watch [] Photo 2[]

1970s

1974 Launched manufacturing sites in Hong Kong, Malaysia
1975 Launched direct sales site in U.S. Photo 1
1975 Epson brand established
1975 Commercialized Vista Plax eyeglasses lens
1976 Released 32 kHz tuning fork-type crystal oscillator
1980 Launched manufacturing site in Taiwan
1980 MP-80 computer printer released [l Photo 30
1983 Launched manufacturing site in France Photo 2
1983 Developed pocketsize LCD color television
1983 Epson Sales Japan Corp. established
1985 Seiko Epson Corporation founded
1985 Launched manufacturing sites in China, U.S.

1980s

Photo 3

1987 Launched manufacturing sites in U.K., Mexico
1988 Commercialized world’s first watch with self-winding generator

1989 Management Philosophy announced

1990s e 1990 Regional headquarters in Europe established
1990 Began world’s first mass production of rare-earth magnets

1991 Launched manufacturing site in Indonesia

Photo 4

1993 Developed world’s smallest robot, Monsieur, listed in Guinness
Book of World Records [1 Photo 4[]

1994 Launched manufacturing site in Philippines

1994 Environmental Policy announced
1994 MJ-700V2C color inkjet printer (Epson Stylus Color) released
globally [ Photo 501
1994 ELP-3000 compact LCD projector developed
1996 Launched manufacturing site in Brazil

Photo 5

1998 Regional headquarters in China established
1998 Epson Stylus Color 800 used on Space Shuttle Discovery

1999 Revised Management Philosophy

1999 Revised Environmental Policy

1999 World’s lowest energy-consuming GPS card
developed

2000s 2000 MC-9000 large-format printer (Stylus Pro9500)
released [ Photo 6] Photo 6

2001 PM-950C photo Machjet printer with world’s highest resolution
(2880 dpi) released

2001 New technology for digital camera printing unveiled: PRINT Image
Matching

2002 Quality Philosophy announced

2002 50-inch rear projection monitor ELP-RM50W1
released (] Photo 711
2002 PM-4000PX using next-generation PX ink technology released
2002 Next-generation high-definition Crystal Fine LCD for mobile
devices developed
2003 Bluetooth-compatible Monsieur II-P micro-robot developed
e 2003 Seiko Epson Corporation listed on First Section of Tokyo Stock
Exchange
® 2004 Epson and SANYO Electric Co., Ltd. reached agreement to merge
LCD businesses

Photo 7
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Environmental Activities

1940s-1950s
« Thorough wastewater processing conducted before
drainage to Lake Suwa

1960s
= Activities to improve occupational health and safety
implemented

1970s-1980s

= Introduced closed system for hazardous substances in
wastewater processing in 1973

= Set stricter standards for contamination/pollution than
government laws and regulations

= Introduced energy- and resource-saving facilities

Final Flight

A

Seven posters created to enhance CFC
elimination awareness at Epson

1988 Environmental benchmark year
» 1988 Established CFC Phase-out Center
» 1988 Announced CFC-free policy,
began CFC-free initiatives
0 Photo 80

Textbooks distributed externally on
technology for eliminating CFC-113 and
1,1,1-trichloroethane in cleaning process
» 1991 CFC Phase-out Center reorganized as Photo 8 CFC Elimination Activities

Environmental Affairs Office

» 1992 Began activities for complete elimination of 1,1,1-trichloroethane
» 1992 Established special committee for production of eco-products
» 1992 Completed elimination of specific CFCs from cleaning processes in domestic
production

» 1993 Completed elimination of specific CFCs from all cleaning processes globally

» 1993 Achieved complete elimination of 1,1,1-trichloroethane

» 1993 Began activities for complete elimination of three chlorine-based organic solvents
(trichloroethylene, methylene chloride and tetrachloroethylene)

» 1995 Environmental Affairs Office reorganized as Global Environmental Policy Office
[1[1 e 1995 Began recovery/recycling in Japan of used toner cartridges

0000 e 1997 Introduced new cogeneration system

1998 Second environmental benchmark year
* 1998 Established General Environmental Policy
0000 e 1998 Group designated environmentally hazardous chemical substances
and began elimination activities

[ » 1998 Established Epson Recycling Center, demo plant for used products in Japan

» 1998 Launched six cross-divisional expert committees (environmental products, green procure-

ment, product recycling, energy savings, zero emissions and chemical substance control)
[0 0000 e 1998 Groundwater contamination studies begun at all business sites in Japan

[111e 1998 Began Groupwide green procurement

» 1999[Corhpleted elimination of three chlorine-based organic solvents
* 1999 Began Groupwide Zero Emissions Level 1 activities

» 1999 Lead-Free Promotion Committee added to expert committees
11 e 1999 Began activities to eliminate lead from soldering
[1[1 e 1999 Began recovery/recycling of printer ink cartridges in Japan
000 000e 1999 Groundwater contamination levels and cleanup policies

announced for each plant; began cleanup activities
0 0 e 1999 Began recovery/recycling of used products in Europe
* 2001 Major manufacturing/non-manufacturing sites in Japan/overseas obtained ISO 14001 certification
00 e 2001 Implemented Epson Ecology Label program
000000 e 2001 Accidental release of oxidizing agent outside of premises
occurred at Shiojiri Plant during groundwater purification process
0000 e 2001 Operations divisions implemented reduction process for chemical sub-
stances based on Chemical Substance Hazard Evaluation Guidelines
[1 ] e 2001 Began recovery/recycling of used products in Taiwan
0000 e 2001 State-of-the-art energy-saving plant built in Toyoshina Plant
® 2001 Epson Portland Inc. (U.S.A.) received Green Permit for its green
management system
® 2002 Global Environmental Policy Office and Safety Promotion Department merged tor i
become Global Environmental & Safety Policy Office

0 0 ¢ 2002 Imposed stricter restrictions on use of chemical substances |

in products
® 2002 Epson El Paso Inc. (U.S.A.) and Epson de Juarez, S.A. de C.V.
(Mexico) obtained Green Industry Certification '] Photo 901 Photo 9

[T 111117 e 2002 19 plants in Japan achieved Zero Emissions Level 1

[111 e 2003 Epson Service Corporation introduced environmental delivery package
at all sites and began full-scale Customer Zero Emissions activities

[ 0 » 2003 Began recovery/recycling of used products in U.S.

#2003 Seven expert committees reorganized into Environmental Products Committee and
Green Factory Committee

[l 2004 Acquired EcoLeaf ecology label’s System Certification, first in the
projector industry

[0 [ » 2004 12 overseas manufacturing plants achieved Zero Emissions Level 1



Social Activities

1963 Set Occupational Health and Safety Committee regulations

* 1983 Established Mizube Sagyosho (current Epson Mizube Corp.) to promote
employment of disabled

e 1990 Introduced nursing leave system

® 1990 Set rating standards for merit-based evaluation/salary system

© 1990 Introduced personnel rotation system, dubbed in-house open application

[ - 1990 Established Epson Foundation (Hong Kong)

0 O 1991 Epson Telford Ltd. (U.K.) became first in Group to obtain ISO 9000s
certification

e 1991 Introduced childcare leave system

1991 Opened counseling office —

1992 Established Saito Kinen Foundation in Japan (Epson is a leading
contributor)
© 1992 Computer Peripherals Operations Division (currently System
Device Operations Division) obtained Epson’s first ISO 9000s

certification in Japan
Photo 10 1999

© 1993 Set HR Development Philosophy —
* 1993 Introduced volunteer leave and rehabilitation leave for disabled T
2000
eracn
1997 Established Epson International Educational Foundation (Japan)
* 1998 Set global communications standards
2001
oo

1999 Established Korean Epson Young People’s Educational Foundation &
(Korea)
1999 Established Epson Iberia Foundation (Spain)
1999 Issued first Environmental Report [ Photo 100

2002

warrnat

* 2000 Began three-year tree-planting program in Kalimantan,
Indonesia
e 2001 Groupwide code of conduct released for all employees in Japan

Photo 11 2003

2001 Groupwide Safety and Health Philosophy announced 100y
2001 New Epson Safety Program (NESP) began

© 2002 Introduced career development Job Challenge System o

2004

2003 Obtained Occupational Safety and Health Management System (OSHMS)
certification from Japan Industrial Safety and Health Association (JISHA)
2003 Issued Sustainability Report 2003, combining overviews of
environmental and social activities [ Photo 11[]
e 2003 New Valuable Leadership Initiative established
® 2004 Corporate Citizenship Activity Policy established

Recognition and Awards

Names of awards/organizations are the names at the time.

e : Business site expansion
: Technology, product development, products
e : Environmental management
* : Elimination of CFCs, chlorine-based organic
solvents
e : Eco-products, recycling
e : Production process
e : Soil and groundwater purification
e : HR, employment, ethics
: Corporation citizenship
: Foundations
o : Quality control
: Occupational health and safety
: Environmental reports and other reports

Photo 12

1991 Seiko Epson Corp.: Mecenat Award, 1st Japan Mecenat Award from Association for Corporate Support
of the Arts

1992 Seiko Epson Corp.: Corporate Award, Stratospheric Ozone Protection Award from U.S. Environmental
Protection Agency | Photo 1271

1993 Seiko Epson Corp.: Japan Industrial Journal Award, 2nd Global Environment Awards from Japan
Industrial Journal ] Photo 131 T e e

1995 Epson Precision (Hong Kong) Ltd., Epson Hong Kong Ltd.: Corporate Award,
Stratospheric Ozone Protection Award from U.S. Environmental Protection
Agency Photo 13

1997 Epson Portland Inc. (U.S.): Corporate Award, Stratospheric Ozone Protection Award from U.S.
Environmental Protection Agency

1998 Seiko Epson Corp.: Minister of International Trade and Industry Award, 1st Ozone Layer Protection
Award from Nikkan Kogyo Shimbun Ltd.

1999 Seiko Epson Corp.: Women and Minors Office Award, for corporations
promoting equal employment, from Japan’s Labor Ministry

2000 Seiko Epson Corp.: Japanese Labor Minister's Award of Excellence,
Family-Friendly Corporation Award Photo 14
2000 Seiko Epson Corp.: Japan Association for Employment of Persons with

Disabilities Award

2000 Seiko Epson Corp.: FY2000 Human Resource Development Excellence Award from “’
Japan Management Association

2000 Epson America Inc.: National Philanthropy Day Award for continued charity efforts

2001 Seiko Epson Corp.: Chairman’s Award from Japan Industrial Safety and Health
Association

2001 Seiko Epson Corp.: Minister of Economy, Trade and Industry Award, 10th Global
Environment Awards from Japan Industrial Journal | Photo 14(1 Photo 15

2001 Seiko Epson Corp.: Top award in Corporate Category and Environment Minister
Award, Green Purchasing Grand Prize from Green Purchasing Network, supported by Japanese Ministry
of Environment

2001 Seiko Epson Corp.: First Prize, 4th Green Reporting Award from Toyo Keizai Inc.[] Photo 150

2001 Seiko Epson Corp. Imaging & Information Products Operations Division: Winner in Large Business Division,
Japan Quality Award from Japan Productivity Center for Socio-Economic
Development(] Photo 16

2002 Seiko Epson Corp.: 3rd Prize, 5th Green Reporting Awards from Toyo Keizai
Inc.
2002 Seiko Epson Corp.: Corporate Innovation Recognition Award from U.S.

Institute of Electrical and Electronics Engineers Photo 16

2003 Seiko Epson Corp.: Excellence Prize, Environmental Report Awards from Global Environmental Forum,
supported by Japanese Ministry of Environment

2003 Seiko Epson Corp.: 4th Environment for Tomorrow Award from Asahi Shimbun

2003 Seiko Epson Corp.: 3rd Prize, 6th Green Reporting Awards from Toyo Keizai Inc.

2004 Seiko Epson Corp.: President received 2003 Akira Inoue EHS Award from Semiconductor Equipment
and Materials International (SEMI)

2004 Seiko Epson Corp.: Environmental Ministry Award, 13th Global Environment Awards from Japan
Industrial Journal
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Independent Verification of Environmental Activities

BVQI conducted an independent verifica-
tion of the Epson Group’s environmental
activities to ensure credibility and transpar-
ency of information disclosure and to provide
results that can be used for further improve-
ment of environmental management.

We requested that BVQI verify the
credibility of our disclosed environmental
accounting information and major envi-
ronmental data, and the legitimacy of our
environmental management (from the setting
of objectives to actual deployment, in terms
of progress measurement, and regarding
the environmental management system and
its accomplishments). Its comments will be
incorporated into our efforts to enhance our
future environmental activities and our sus-
tainable business management.

For the year under review, we broadened
the scope of verification to five business sites,
focusing on the connection between environ-
mental management and the activities of each
promotional organization, together with the
major environmental data of the promotional
organizations and the Head Office.

A summary of BVQI's report and comments
are presented in this section, to share with
our stakeholders the results of the cred-
ibility verification and a third-party view of the
Group’s environmental management. We will
present a follow-up report in the next issue of
our Sustainability Report.

Reference View

Verification conducted at the five
promotional functions made it possible
for BVQI to conduct higher-quality
verification as compared to last year.
BVQI has concluded the following:

1. Good points

1) Positive responsive attitude to
environmental issues

It was common to control quality (Q),
cost (C), delivery (D), in the past.
EPSON included (E), environment as
part of Q, Q+E in the broad sense of
quality. EPSON controls Q+E/C/D

by wiping out old the mind set. For
example, EPSON obtained the first “eco
leaf” system certificate in the projector
industry. Positively budgeted by
research and development to achieve
total amount energy reduction in 2010
and set Mid-term plan (Action 07
Mid-term Policy) newly started from the
year 2004 etc. These actions are highly
evaluated.
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mmn&.mmmmmwmxmmwsmmm
CORPORATION (EPSON), including Mid-Range Envi l General Policy, (Mid Range Policy)
objective and main envi ] data, to the degree appropriate to be included in
‘EPSON Sustainability Report 2004 (Report) issued under the responsibility of EPSONs

Mmmmgmmmwmmummm“
mnnmdﬁm Mundmphu:hzmwm Policy, ‘Environmental

deq of ion and the accuracy of data by

As to Mid-rage Policy’, BVQI verified objective setting, implementation status ( in relation
with EMS, accomplishment and accuracy of data.)
As to ‘Environmental accounting’ and ‘Group-wide Environmental Data’, BVQI verified the
mmwdhhwnmmwmnﬁmdhm
B\mquxrnnﬂbws
| 8 E'ammmmlmmm dmmmmmwM
by using EMS of each

promotional function.
2. ‘Group-wide Environmental Data’ has been appropriately managed within EMS.
'Envmmml mmnm’ has been adequately understood based on EPSON
ideline and enable them to understand overall picture of
. EPSON group's activity. It is also consistent with ‘Group-wide Environmental Data’. Hence
the date examined was reliable for the purposes of the report.

2) Response to issue raised in 2003

Three out of four issues raised in

the 2003 report has been positively

responded.

« Use of internal audit: objective was
explained in senior manager meeting
to improve by each promotional
function.

e Communication with overseas plant;
EPSON organized global and south
East Asia region environmental
meeting to exchange ideas and
technical issues.

» Linkage of data collection and
aggregation system; It was improved
by modification of performance data
system of environmental activity,
and establishment of data collection
system for energy conservation
measures.

* Response to comment and request
from customer; It is not sufficient
to utilize them for the business

development although it is responded
individually.

2. Issue

1) Mid-term Policy has been discussed
and determined at the across-the-board
environmental committee, and approved
by the top management. Its progress
has been reported to and managed by
executive review by each promotional
function. However, the evaluation of

the result of the action taken by each
promotional function and its usage are
insufficient.

2) EPSON experienced deviation from
the regulatory figure. Therefore, it is
highly recommended to setup adequate
self-control limit and reinforce control to
avoid these from happing again.

3) BVQI has visited domestic sites only
focusing main plant to verify data. It

is, however recommended to cover
overseas sites.



Corresponding Guidelines
Global Reporting Initiative (GRI) Sustainability Reporting Guidelines (2002) Corresponding Indicators

1. Vision and Strategy
pp. 2-3(AR is described under

11 “Epson’s Annual Reports” on inside
cover)

1.2 p. 3, pp. 12-15

2. Profile

Organization Profile

21 p.1

2.2 p.1

2.3 p.1

2.4 p. 72

2.5 p. 1, entire report (in best practices)

2.6 p.1

2.7 —

2.8 p. 1, website (Investor Relations)*

2.9 p. 1, entire report (in related report)

Report Scope

2.10 p. 77

211 Contents

212 Contents, pp. 74-75

213 Contents

214 Contents

215 —

2.16 p. 40, Table 1

Report Profile

217 — (Reference)

218 p. 22

2.19 =

2.20 Contents, pp. 12-19

2.21 p. 76

2.22 Contents, pp. 68-70

3. Governance Structure and Management
Systems

Structure and Governance

31 p.8

3.2 p.8

3.3 p.8

3.4 p.9

3.5 p.8

3.6 pp. 8-9

3.7 p. 1, pp. 50-66

3.8 —

Stakeholder Engagement

3.9 Entire report (on each page)
3.10 Entire report (on each page)
311 Mainly on p. 19, pp. 51-52, p. 66
3.12 Mainly on p. 19, pp. 51-52, p. 66
Overarching Policies and Management Systems
3.13 p.9

3.14 —

3.15 p.1

3.16 pp. 25-26, pp. 30-31, pp. 50-53
3.17 —

3.18 Contents

3.19 Mainly on pp. 12-19

3.20 p. 18, p. 51, p. 58, p. 72

For questions and inquiries, please contact:
CSR & Global Environmental Policy Department

SEIKO EPSON CORPORATION

4 GRI Content Index
4.1 p. 77

5 Performance Indicators
Integrated Indicators
Systemic

Indicators [pros T2
Cross-cutting
Indicators [P 2%

Economic Performance Indicators
Direct Impacts

Customers

EC1. p.1

EC2. —

Suppliers

EC3. —

EC4. —

Employees

ECS5. —

Providers of Capital

EC6. —

EC7. —

Public Sector

ECS. —

EC9. —

EC10. —
Environmental Performance Indicators
Materials

EN1. —

EN2. pp. 32-34
Energy

EN3. pp. 35-38

EN4. —

Water

ENS. pp. 68-69, p. 71
Biodiversity

ENG. —

EN7. —

Emissions, Effluents, and Wastes
ENS8. pp. 35-38

ENO. pp. 42-44

EN10. pp. 68-69

EN11. pp. 39-41, pp. 68-69, p. 71
EN12. p. 69

EN13. p. 48

Products and Services

EN14. pp. 16-17, pp. 25-29
EN15. pp. 32-34
Compliance

EN16. p. 19

Notes:

= This list is compiled based on our interpretation of the
GRI guidelines

= The information collected was insufficient for reporting
in the sections with a dash (—)

« *URL: http://www.globalreporting.org/guidelines/2002/
contents.asp

3-3-5 Owa, Suwa-shi, Nagano-ken 392-8502 Japan

Tel. +81-266-58-0416 Fax. +81-266-58-9584

E-mail: eco@exc.epson.co.jp
URL: http://www.epson.co.jp/e/

Published: August 2004
Next issue: August 2005

Social Performance Indicators
Labour Practices and Decent Work
Core Indicators Additional Indicators

Employment

LAL. — LA12. p. 56
LA2. —

Labour / Management Relations

LA3. — LA13. —
LA4. p.56

Health and Safety

LA5.  pp.58-59 LA14. p. 58
LA6. — LA15. p. 58
LA7. —

LA8. —

Training and Education

LA9. — LA16. p. 57

LA17. p. 57
Diversity and Opportunity

LA10. pp.55-56

LA1l. pp.55-56

Human Rights

Core Indicators Additional Indicators
Strategy and Management

HRL. p.55 HRS. pp. 55-56
HR2. p.53
HR3. p.53

Non-Discrimination

HR4. pp.55-56

Freedom of Association and Collective Bargaining
HR5. —

Child Labour
HR6. p.55
Forced and Compulsory Labour
HR7. p.55
Disciplinary Practices
HRO. pp. 55-56
HR10. pp. 55-56
Security Practices
HR11. —
Indigenous Rights
HR12. —
HR13. =
HR14. —
Society
Core Indicators Additional Indicators
Community
SOl1. p. 44, pp.60-66 SO4. p. 73
Bribery and Corruption
SO2. p.55
Political Contributions
SO03. — SO5. —
Competition and Pricing
SO6. —
SO7. p. 55

Product Responsibility
Core Indicators Additional Indicators
Customer Health and Safety

PR1. pp.50-51 PR4. p. 51
PR5. —
PR6. p. 27
Products and Services
PR2. p.51 PR7. p. 51
PR8. p. 50
Advertising
PR9. p. 64
PR10. —

Respect for Privacy
PR3. p.51 PR11. —
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Co-Existence with Nature

About the design of our logo:

Epson’s ecological spirit is rooted

in our desire to co-exist with nature.
The fish, flower and water

in this logo represent the animals,
plants and resources found

in our natural environment.

SEIKO EPSON CORP.

3-3-5 Owa, Suwa-shi, Nagano-ken, 392-8502 Japan
http://www.epson.co.jp/e/
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