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Hitachi Group
Identity

The more than century-long history of Hitachi since its founding is built atop the Mission expressed
by founder Namihei Odaira— “Contribute to society through the development of superior, original
technology and products.” Based on continually honing its proprietary technologies, Hitachi has
sought to fulfill this Mission by providing products and services that address societal issues as
they have changed over time.

Hitachi’s philosophy of contributing to society and helping efforts to address societal issues is
fully aligned with the Sustainable Development Goals (SDGs) adopted by the United Nations and
the Society 5.0° concept promoted by the Japanese government. Today and for the future, Hitachi
aims through its wide-ranging business activities to resolve the issues of its customers and society
in the quest to build a more dynamic world.

* Society 5.0 expresses a new idea of society and related efforts to achieve this, as advocated by the Japanese government. The aim is to develop the economy while

addressing societal issues by deploying Al, 10T, robots and other forms of advanced science and technology to make use of various data creating an affluent,
human-centered society. The name refers to the evolution of a fifth form of society, continuing from the hunter-gatherer, agrarian, industrial, and information societies.

Hitachi Founder, Namihei Odaira Repair shop when Hitachi was founded The power station at the Hitachi mine (1916)



Hitachi Group Identity

Originally set by Hitachi founder Namihei Odaira, the Mission has been carefully passed on to generations of
employees and stakeholders throughout the company’s 100-year history. The Values reflect the Hitachi Founding
Spirit, which was shaped by the achievements of our company predecessors as they worked hard to fulfill Hitachi’s
Mission. The Vision has been created based on the Mission and Values. It is an expression of what the Hitachi Group
aims to become in the future as it advances to its next stage of growth. The Mission, Values, and Vision are made to

be shared in a simple concept: Hitachi Group Identity.

The mission that Hitachi
aspires to fulfill in society

The values crucial to
the Hitachi Group in
accomplishing its mission

What the Hitachi Group
aims to become
in the future

MISSION

In 1910, Hitachi was founded as a mining machinery
repair shop in Ibaraki Prefecture, Japan.

At a time when Japan was relying on imported products
and technology, Hitachi founder Namihei Odaira formed
a team that chose to rely on a different resource—
themselves. With perseverance and enduring passion,
the team created, developed, and delivered original
products and technologies.

The driving force behind the team was Odaira’s
noble belief: “Contribute to society through the
development of superior, original technology
and products.” This belief was the starting point for the
Hitachi Group. Today, it forms Hitachi’s Mission, which is
the overarching concept of the Hitachi Group Identity.

Contribute to society through the development of
superior, original technology and products.

Hitachi Founding Spirit:
Harmony, Sincerity, Pioneering Spirit

Hitachi delivers innovations that answer

society’s challenges. With our talented

team and proven experience in global
markets, we can inspire the world.

VALUES

Hitachi Founding Spirit

Harmony

The willingness to respect the opinions of others and
discuss matters in a manner that is thorough and frank,
but fair and impartial, and once a conclusion has been
reached, to cooperate and work together to achieve a
common goal.

Sincerity

To act with a sense of ownership and honesty at all
times and never pass the buck.

The spirit to meet society’s expectations and generate
credibility for Hitachi.

Pioneering Spirit

To work creatively, using novel approaches to enter
new areas.

To always act as a pioneer within our areas of expertise
and to have the passion to pursue higher goals beyond
our capabilities.



Our Innovation
History

In every era, Hitachi has brought innovation to the issues society faces, in step with the economic,
social and environmental changes of the times. Beginning with product development and manufac-
turing driven by independently developed technology, Hitachi has honed Operational Technology
(OT) that moves production site equipment and systems throughout the manufacturing process.
During periods of high growth, Hitachi engaged in the development of large-scale systems to support
infrastructure, and was vigorously involved in the development of Information Technology (IT). What
has emerged since is Hitachi’s transformation into one of the world’s most unique companies,
defined by sophisticated OT and manufacturing technology, cutting-edge IT, and products known
for high quality and reliability.

Digital technology is fundamentally changing the way the modern world is structured. Based on
its strengths in OT, IT, and products, Hitachi aims to help address the issues faced by today’s society
through its Social Innovation Business, which supplies advanced social infrastructure systems.
In this way, Hitachi is contributing to gains in people’s quality of life, while helping to realize a

sustainable society.
1960s-

19108- Control technology and information
Original manufacturing technology systems to support social
supports Japan’s industrial base  jnfrastructure in period of rapid
economic growth

Shinkansen high-speed railway technology
In 1959, construction began on the Tokaido
Shinkansen with the aim of creating the world’s
- first high-speed railway capable of speeds up to
1910 200 km/h. In 1962, based on the results from

Five-horsepower induction motor, testing a prototype train on a model section of
Hitachi’s first product track, Hitachi produced the first 0-series rolling

stock for the Shinkansen. A total of 212 cars were
supplied by 1970. Hitachi was responsible for
developing and designing the varied control
equipment to support Shinkansen safety. On the
passenger service side, in partnership with Japan
National Railways, Hitachi also developed the

1933
Steel mill motor operates safely for 32 years
The 7,000-kW DC mill motor with an ligner
control system to power rolled steel production
that Hitachi supplied to the state-owned Yawata MARS-1 ticketing and reservation systems,
Steel Works in 1933 was the most advanced Japan’s first online system. The system began
motor of its kind in the world at the time. It set a operating in Tokyo from 1960. The MARS-101
record of 32 years of system was later devel-
accident-free operation. oped for full-scale online
operation in 1964. The
Midori no Madoguchi
ticketing and reservation
service started in 1965.




1974

HITAC M-series computers developed for
large-scale information systems

In the 1970s, Hitachi developed and supplied the
high-powered computers needed to satisfy the
social demands of the time for new ticket reservation
and online banking systems. The IBM-compatible
M-180 computer launched in 1974 was well
received due to its combination of advanced
power and functionality, enabling total systems to
satisfy modern requirements.
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2004

Virtual storage technology for the Internet age
Rising Internet adoption led to rapid growth in the
volume of data transmitted worldwide, in turn
stimulating demand for safe and efficient technology
to store vast amounts of data. Using world-first
virtualization technology developed in-house,
Hitachi created a way to integrate the capacity of
multiple data storage units. This innovation
improved the efficiency of data utilization and
management significantly.

2010s-

Digital solutions using the
Internet of Things (loT) and
artificial intelligence (Al)
contribute to realization of a
sustainable society

{O0FLUMADA

Integration of OT and IT at the Omika Works
From its inception, Hitachi began developing
electric motor control systems, switchboards
and other OT equipment, and refining these
technologies with customers in industries such as
steel. In 1969, when Japan was experiencing
years of fast economic growth, Hitachi set up the
Omika Plant (now the Omika Works) as a specialist
factory for the control systems business. With the
development of IT, Hitachi integrated IT with the
advanced OT cultivated over decades to drive
the evolution of information control systems for
supporting social infrastructure operations such
as railways and electric power. In recent years,
Hitachi has begun applying loT to reform production
processes, incorporating its acquired know-how
into a range of digital solutions that mainly target
customers in the manufacturing sector.
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Disclaimer Regarding Forward-looking Statements

Hitachi Integrated Report 2018
Editorial Policy

Editorial Policy
During the preparation of the 2018 edition of this Report,
Hitachi focused on presenting our stance of enhancing
corporate value while addressing the challenges faced by
our customers and society as our “Value Creation Model.”
Moreover, we prioritized conveying this concept and its
background in the clearest manner possible through the
messages from the directors and executive officers, and
such. Likewise, we identified six goals from among the
UN’s Sustainable Development Goals (SDGs) to which we
contribute through our business operations in general and
five goals to which we contribute to the achievement of
through our business strategies, thereby disclosing our
initiatives for contributing to achieving the SDGs.

In preparing this Report, we relied on the International
Integrated Reporting Framework established by the Inter-
national Integrated Reporting Council (IIRC) as a reference.

About the Cover Page

The cover page is designed in a way that
combines Hitachi’s focus business domains
and colors that represent the five goals from
among the 17 SDGs that Hitachi feels it can
most significantly contribute to achieving
through our business strategy.

Boundary of Reporting

Period: April 1, 2017 to March 31, 2018
(some activities detailed herein occurred
after April 2018)

Companies: Hitachi, Ltd. and its domestic
consolidated subsidiaries

Boundary of Data:

® Social data: Boundary of data indicated under each indicator

® Environmental data: 880 companies, namely Hitachi, Ltd. and 879
consolidated subsidiaries
However, for environmental performance data
associated with Hitachi’s business operations,
Hitachi, Ltd. and consolidated subsidiaries
whose environmental load comprises 90% of
the total (based on Hitachi calculations)
are included.

Accounting Standard:  Unless otherwise noted, this report is prepared
in accordance with U.S. GAAP through fiscal
2013 and with the International Financial
Reporting Standards (IFRS) from fiscal 2014.

Inquiries Regarding Integrated Report

JAPAN

Hitachi, Ltd.

6-6, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100-8280
TEL: +81-3-3258-1111  E-mail: ir.info.hg@hitachi.com
U.S.A.

Hitachi America, Ltd.

50 Prospect Avenue, Tarrytown, NY 10591

TEL: +1-914-333-2987 E-mail: investor.info@hal.hitachi.com
U.K.

Hitachi Europe Ltd.

Whitebrook Park, Lower Cookham Road, Maidenhead, Berkshire SL6 8YA
TEL: +44-1628-585384

Investor Relations
http://www.hitachi.co.jp/IR/ (Japanese)
http://www.hitachi.com/IR-e/ (English)

Sustainability
http://www.hitachi.co.jp/sustainability/ (Japanese)
http://www.hitachi.com/sustainability/ (English)

Certain statements regarding the future of the Company set forth in this Report may constitute “forward-looking statements,” such as “plan,” “outlook,” and “strategy.”
Although forward-looking statements contained in this report are based upon what the Company has determined to be reasonable assumptions at the time of
disclosure, actual performance and other results may differ materially from those anticipated in such statements.

For the major factors regarding these differences, please see “Risk Factors” on Page 41 of this Report.
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Hitachi’'s Value Creation Model

Hitachi creates economic, social, and environmental value and contributes to the realization of a

sustainable society by tackling a variety of social issues through its Social Innovation Business.

Global Trends
= Acceleration of
digitalization
= Era of uncertainty

= Paradigm shift

Object ' Thing
Possession ' Share
Closed ' Open

Specific Total
optimization = optimization

Social Issues
= Energy and
environmental issues
= Water scarcity
= Rapid urbanization
= Aging society
= Lack of infrastructure

= Security

Customers
Industry, Distribution,
Power and Energy and Water
® Renewable energy ® Providing a safe
e Highly efficient energy water environment
management ® Support for

sustainable industry

Contribute to society through

CLEANWATER
AND SANITATION

v

Help address various social issues and contribute
Front-line
Platform

Products

Contribute to society through

Human Development &

Intellectual Property EEEELE S S agement

® Invest in people/Education/ ® Sustainable procurement
Intellectual property

® Human rights/Diversity
® Brand strategy

4 QUALITY GENDER DEGENT WORK AND
EDUCATION EQuALITY ECONOMIC GROWTH

M| & | i

Hitachi Group Identity and Hitachi
based on the corporate mission that has been

* The guidelines for ethical behavior and decision-making shared by all executives and employees of the Hitachi Group.

(revised in April 2018)
http://www.hitachi.com/corporate/about/conduct/



Realize a sustainable
society and enhance
the Company'’s value
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Finance, Social, and
Urban .
Healthcare Economic Value Fv2017 resus)
® Making cities more safe ® Support for advanced social
and resilient and financial services B Revenue:
® Comfortable and ® Ensure healthy lives

environment-friendly mobility 9 : 368 . 6 billion yen

the Business Strategy

GODDHEALTH L AdeSted Operating income:

AND WELL-BEING

7 14.0 vilion yen

Social Value

to society via Social Innovation Business

Safety and security, Zero accidents,
Trusted products and services,
Decent work and economic growth,
Healthy and prosperous lives

Corporate Commitment

Environmental

o-creation ompliance, etc. .
Strategy c Comp ’ Environmental Value #2017 resus)
® “Hitachi ® Promotion of ® Risk management ] ) o
Environmental various e Fair transactions ® Reduction in COz emissions:
Innovation 2050” partnerships .
- ® Quality assurance
© Collaborgie ® Information securit 3 8 o)
R&D with Y %0 (base: FY2010)
stakeholders

17 PARTNERSHIPS
FORTHEGOALS

@ B Reduction in water usage per unit:

82 % (base: FY2005)

13 fomoi
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CEO Message

HITACHI

Inspire the Next

In my CEO Message in last year’s Integrated Report,
| made a commitment that Hitachi would accelerate future
growth and | invited all stakeholders to “keep watching
Hitachi as we shift into high gear to leap ahead” as “an
Innovation Partner for the loT era.” Over the past year, we
have made progress toward realizing our goals. We have
downsized or exited unprofitable businesses while revising
our business portfolio. At the same time, we have focused
on globally developing the Social Innovation Business,
based on digital technologies that utilize Lumada in ways
that harness the strengths of Hitachi. We have also taken
steps to accelerate the pace of collaborative creation in
partnership with customers.

Our performance in fiscal 2017 set new records in profit
terms, with adjusted operating income, EBIT, and net

Results (FY2016, FY2017)

A truly global company helping to

realize a sustainable society

income attributable to Hitachi, Ltd. stockholders all posting
new highs. We made further progress in globalizing the
business, with the ratio of revenues from overseas operations
increasing to 50%. In addition, we achieved several of the
2018 Mid-term Management Plan targets for KPIs such as
return on assets and cash conversion cycle (CCC) a full
year ahead of target. These achievements demonstrate
our efforts to satisfy market expectations.

However, we cannot be satisfied with these figures if we
want Hitachi to be globally competitive. Having positioned
fiscal 2018 as a year of evolution towards becoming a truly
global enterprise, we are working to improve profitability
and strengthen our business foundation so that we can
establish a strong presence as an innovation partner for
the loT era.

Revenues Adjusted operating EBIT Ratio (amount) ROA CCC
income ratio (amount)
9.2 trillion yen 7.6% 6.9%
©.8 ml'”;n ye);ﬂ) 9.4 trillion yen 6.4% (714.6 billion yen) (644.2 billion yen) 5.0% 72.2 days*? 69.7 days

(475.1 billion yen)

3.3%*

o— o (587.32W o 5.2(;(/ [ [ O L
)

FY2016 FY2017 FY2016 FY2017 FY2016

FY2017 FY2016 FY2017 FY2016 Fy2017

T 106, B+120 T+170 BT+17¢ $254
improvement

(122%)

(136%)

*1 Figures including YoY growth are adjusted to reflect continuing operations (for FY2016, revenues exclude Hitachi Transport System, Hitachi Capital, and

Hitachi Koki (now Koki Holdings)).
*2 Manufacturing, Services and Others
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Addressing emerging trends head on

Many people are aware of the changes that are currently
transforming our world. For example, while accelerated
digitalization brings greater convenience and affluence to
our lives, threats relating to cyberattacks and information
security are gradually increasing. Progressive globalization
in fields such as economics and politics is causing the
emergence of geopolitical risk and greater uncertainty in
both these areas. In addition, we face multiple social
challenges due to issues ranging from global environmental
destruction and climate change to demographic aging in
advanced economies and the rapid urbanization of
developing countries. The global community faces a
significant new challenge as these issues become
increasingly complex and more deeply ingrained.

Against this backdrop of global transformation, the
United Nations developed the Sustainable Development

Goals (SDGs) and the Japanese government has
advocated the Society 5.0 concept. Acknowledging the
future development of humanity will entail major change
on a global scale. Hitachi views these trends as an
opportunity to take the next leap forward through sincere
efforts to achieve such goals. The reason we want to be a
part of creating the affluent and sustainable society as
envisioned in the SDGs and Society 5.0 concept, is that it
aligns with the mission Hitachi has pursued since its
foundation to “contribute to society through the
development of superior, original technology and products.”
At a time of growing uncertainty, we believe Hitachi’s origins
in terms of contributing to society are imbued with greater
significance, and this reaffirms our commitment to work
closely with customers and other partners in utilizing
technology to address societal issues.

Harnessing Hitachi’s strengths in the Social Innovation Business

True to Hitachi’s origins and taking advantage of our best
strengths and characteristics, the Social Innovation
Business can expand our operations while helping to
realize a sustainable society. One of Hitachi’s main
strengths is the MONOZUKURI (manufacturing expertise)
we have cultivated in a wide variety of fields through more
than a century spent on continually developing such
capabilities. Besides the breadth of our product range, this
is seen in Hitachi’s abundant Operational Technology (OT)
knowledge regarding the operation and maintenance of
various products in different operational settings. The
demands of today’s customers are becoming more
complex and advanced: beyond simply purchasing a
product, they are interested in, for example, globally
developing the know-how their skilled engineers in Japan
possess or boosting productivity at manufacturing sites
engaged in high-mix, low-volume production. To develop
the high value-added solutions for addressing such
management issues, we need a deep understanding

Advancing sustainability management

—as a partner—of what happens across a range of sites
and the related issues. It is in such situations where |
believe Hitachi’'s OT capabilities can play an extremely
valuable role.

With more than 50 years’ involvement in the field,
Hitachi also has extensive IT and front line knowledge.
Applying the [T-related knowledge we have developed over
this period we are creating optimized solutions using Al
and other digital technologies to analyze all kinds of data.
This is what we call “Lumada.” As new possibilities
emerge with digital technology, our presence in OT, IT, and
products, puts Hitachi in a superior position to utilize these
digital capabilities to address a variety of real-world issues.
In this way, Hitachi can be an innovation partner for the
loT era for customers. By utilizing the strengths of Hitachi,
our aim is to avoid the threat of product commaoditization by
expanding into both solution- and service-based businesses
to generate higher margins and steady earnings.

In April 2017, in a move to ensure our business reflects
global trends, we created the Executive Sustainability
Committee to debate and make decisions on sustainability
management for the Hitachi Group. | chair this committee,
and its members include senior executives and Business
Unit heads. By addressing the issues affecting global
society as summarized in the SDGs, the Social Innovation

Business that Hitachi is promoting aims to realize a
sustainable society and improve people’s quality of life.
In line with this rationale, the Committee has lively
discussions on creating and expanding opportunities for
the Social Innovation Business within global markets,
and on identifying related operational risks and
mitigation measures.
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Sustainability Strategy Promotion Structure

Executive Sustainability Committee

Secretariat: Sustainability
Promotion Division

Overseas CSR/environment officers

Sustainability Promotion Meetings

In April 2018, as core sustainability themes, the
committee identified five goals from the 17 SDGs where
Hitachi could make a major contribution through business
activities, along with a further six goals where we could
contribute based on all our activities as an enterprise.
Hitachi’s involvement in a wide range of business fields
means we can make a substantial contribution to achieving
the SDGs, and we are accelerating specific initiatives to
achieve targets in the 11 areas we have identified.

For example, one of the goals where we plan to contribute
through our business activities as an enterprise relates to
climate change. With the Paris Agreement now in force,
many countries and regions are working to realize a

® Chair: President & CEO

® Members: Senior Executive Committee members, business unit CEOs,
Hitachi, Ltd. department heads

® Objective: Discuss and define sustainability strategy at management/
business unit/department levels

Eco-Management Meetings

low-carbon society. In Hitachi Environmental Innovation
2050, adopted in 2016, we have set quantitative goals
for medium-term CO:2 emissions-reduction as part of
long-term environmental targets. The Executive
Sustainability Committee is examining deeply the issue of
how to achieve these targets from the perspective of the
CO2 emissions caused by our own business activities, as
well as those due to the products that we deliver.

In this way, through SDG-focused sustainability
management practices across Hitachi, we hope to contribute
on a global scale to realizing a more affluent society and
improving quality of life for all.

Corporate Commitment

4 5 @ DECETWORK A
EnucHTon ATy ELONDMCGRONTH

12 % 13 i 17 e
o © ®

Business Strategy

—
M ]

SUSTAINABLE
DEVELOPMENT

17 GOALS TO TRANSFORM OUR WORLD

e
s,

Hitachi contributes to
the achievement of all SDGs both
directly and indirectly through
its business activities.

For a low-carbon society
v

Through the value chain CO2 emissions
FY 2050
80% reduction

FY 2030

50% reduction
(compared to FY 2010)

Long-term Environmental Targets

Hitachi’s resolution looking toward 2050 and 2030
Hitachi Environmental Innovation 2050

For a resource efficient society

Build a society that uses water and
other resources efficiently
with customers and society
Efficiency in use of
water/resources FY 2050

50% improvement
(compared to FY 2010 in the Hitachi Group)

For a harmonized society with nature
v

Impact on natural capital

Minimized
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Developing stronger competitiveness

. i
lity of life. ek -
‘ .

Since it was established, Hitachi has focused on developing
human capital based on a recognition that people are a
major source of competitiveness. This has included setting
up internal educational institutions to help employees
acquire skills. Today, as Hitachi seeks to evolve into a
truly global enterprise, we are focusing through our HR
management on promoting diversity. People with detailed
knowledge of the industrial structures and commercial
customs used in different countries and markets are
essential to the global development of our operations.
To foster innovation, we also see the need to have a
diverse range of talented people with differing values
and perspectives working toward common goals.
Personally, | am determined that Hitachi makes tangible
progress promoting diversity. In line with this, in November
2017 we set and publicly disclosed numerical targets for
the ratios for both female and non-Japanese Executive
Officers and Corporate Officers and the number of female
managers in Hitachi, Ltd. One of the initiatives to achieve
these targets with which | am personally involved is the
Global Women’s Summit, a series of events that bring
together around 100 female employees from around the
Hitachi Group worldwide for each event. These events aim
to deepen awareness of leadership and career planning
among female employees, while boosting motivation via

Sustainability Strategy Promotion Structure

End-FY2017 (actual)  FY2020 (target)

Executive and Corporate Officers

Female 2.5% 10%
Non-Japanese 6.4% 10%
Number of female managers 577 800

global networking opportunities. Since 2016, we have held
events of this kind in various regions around the world.

My discussions with female employees from countries
around the world through these events spur my efforts to
promote the globalization of Hitachi’s business and
cultivate greater diversity within our workforce.

We are also undertaking leadership development pro-
grams aimed at identifying and cultivating a diverse team
of next-generation business leaders for the Hitachi Group.
Besides senior executives, our independent outside
directors are also actively involved in this HR development
process aimed at building layers of leadership potential
throughout the company.

R&D is another important source of competitiveness
for Hitachi.

The mission to develop “superior, original technology”
has made research and development a major focus of
our activities from Hitachi’s earliest days. In 2018, we
celebrated the centenary of the establishment of the R&D
Division. As we work to develop the Social Innovation
Business globally, our R&D activities are focused on creating
world-class technologies to support the business and on
fostering innovation based on a collaborative creation
approach with customers worldwide. We are looking to
accelerate our collaborative creation efforts with customers
by establishing Global Center for Social Innovation (CSI)
facilities in North America, Europe, China, and the Asia-
Pacific region. Our R&D operations are also actively involved
in the development of new and upgraded Lumada-based
digital solutions to drive the future growth of Hitachi.

Developing better products is another aspect of creating
world-class technologies. In 2017, the ultra-high-speed
elevators that we installed in a high-rise building in
Guangzhou, China achieved the fastest speed ever
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recorded for an elevator. This product makes use of fluid
analysis technology that we originally developed for rolling
stock used on high-speed railways, the common aim
being to transport passengers in comfort at world-beating
speeds by minimizing noise and vibration. This example
also illustrates how intra-Group synergies can help us
hone a technical edge as part of developing and supplying
products with an outstanding global reputation.

Elsewhere, we are actively partnering with universities,
research institutions, and start-ups from around the world.

Guided by our vision to address social issues as part of
supporting the realization of the Society 5.0 concept, we
are accelerating open innovation activities with institutions
such as the University of Tokyo, Kyoto University, and
Hokkaido University.

At the same time, as part of our global approach to
sustainability management, we must revisit a range of
corporate activities from the perspective of trying to realize
a sustainable society. To this end, in April 2018 we revised

the Hitachi Group Codes of Conduct to make it clear that
all officers and employees of Hitachi Group companies
bear the responsibility as global citizens to conduct
business with higher aspirations. Guided by this principle,
we are formulating and implementing rules and undertaking
internal education programs across a range of corporate
activities, including product safety and quality assurance
programs; the construction of responsible supply chains
that pay attention to human rights and environmental
concerns; and our comprehensive compliance programs.

In fiscal 2018, we welcomed two new independent
outside directors to the Board of Directors. Mr. Katsumi
Ihara recorded various achievements in his former career
at Sony. Mr. Joe Harlan has previously worked at senior
levels for Dow Chemical, and has experience working in
Japan as well. Utilizing the diverse wealth of experience
and knowledge of our directors, we will look to entrench
the growth of Hitachi by reflecting their helpful advice into
our management.

Achieving global growth through a focus on digital solutions

Through recent discussions with customers and
government representatives, | have sensed a positive
response toward realizing our 2018 Mid-term Management
Plan goal of being an innovation partner for the loT era.
To instill confidence in this notion, we are focusing in the
first instance on training more front-line personnel and data
scientists to help strengthen the Social Innovation Business
globally. To expand our digital solutions business, we are
training people to work in expert roles relating to interaction
and negotiation with customers such as consulting,
front-end or systems engineering, contract negotiation,
and project finance. At the same time, we are investing
to train and develop a global pool of data scientists.
Specifically, we have set up training programs and established
the Professional Community for researchers and practitioners
from various fields. Our target is to increase the number of
data scientists working in the Hitachi Group to 3,000 by
fiscal 2021.

In April 2018, we also set up a new internal structure to
facilitate the global supply of solutions developed for
national markets. Executive Vice President and Executive
Officer Keiichi Shiotsuka, who leads the Systems & Services
Business, was appointed Head of the Social Innovation
Business that utilizes Hitachi’s digital technology. Hicham
Abdessamad was appointed the CEO of Hitachi Global
Digital Holdings Corporation, the holding company for
Hitachi Vantara Corporation and Hitachi Consulting
Corporation. Under this new structure, we will formulate
and implement a strategy to strengthen our Lumada
digital solutions by applying the cutting-edge technologies
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being developed primarily for the Americas, along with our
existing digital solutions-related expertise to drive the
global expansion of the Social Innovation Business.

The adoption of this structure should also help to accelerate
Hitachi’s global expansion by entrenching the shift from a
product-centric business model to a new style of
operations based on integrating digital technology solutions
with services.

Lumada is the foundation of our rapidly expanding
digital solutions business. Many customers have utilized it
since we first introduced Lumada-based services in 2016.
Revenues generated by Lumada operations exceeded 1
trillion yen for the first time in fiscal 2017 as it has grown
steadily to become a central pillar of Hitachi’s operations.
One example of this is the Maintenance & Repair Service
that we now offer industrial equipment manufacturers and
other customers as a total support solution. This service
began life as a collaborative creation with an overseas
corporate customer, in which we developed a system to
automatically propose optimized repair schedules for
equipment based on the analysis of varied data. Going
forward, we plan to develop this Lumada solution on a
global basis.

In September 2018, we established the Lumada Center
Southeast Asia in Thailand as part of strengthening our
global set-up. In line with the Thai government’s Thailand
4.0 vision that aims to establish the foundations for an
advanced economy while promoting further economic
growth, this center will be a base for the development of
digital solutions based on collaborative creation with



customers across the Asia Pacific region. Going forward,
Hitachi will accelerate the development of digital solutions
using Lumada within ASEAN, with this center supporting
our collaborative creation projects with customers and
other partners.

Reflecting on the success of such initiatives, we are
steadily expanding Hitachi’s presence in digital solutions
through collaborative creation with customers. | am
confident this will be a major driver of the future growth of
Hitachi’s business.

Reinforcing our business foundation to become a truly global enterprise

The 2018 Mid-term Management Plan contains clear
commitments to improving profitability and strengthening
cash flow generation. In fiscal 2017, we continued
downsizing or exiting unprofitable businesses with an
adjusted operating margin of less than 5%. Alongside this,
we revised Hitachi’s business portfolio by selling part of our
equity stake in Hitachi Kokusai Electric Inc. and removing
remaining operations from the scope of consolidation. In
addition, we sold Hitachi’s interests in ALAXALA Networks
Corporation and the forged steel roll business.

In fiscal 2018, we are working to establish a more
efficient business foundation by continuing to restructure
operations, through reforms to indirect business processes,
and by reducing the number of companies within the
Hitachi Group. We are also promoting digital transformation
from enhanced operational transparency, based on the
collation or integration of management information.

We are also maintaining a clear focus on future growth
by prioritizing investment in growth areas to drive the
expansion of the business and targeting increased returns
from asset allocation. Specific policies included sales of
shares in publicly listed subsidiaries and measures to
improve CCC. These steps helped us make incremental
balance-sheet improvements. Going forward, we will focus
on further strengthening cash generation, optimizing asset
management, and selectively focusing investments in
growth sectors. We are analyzing all our businesses
closely based on their potential for expansion in global
markets and return on assets. While focusing our
investments on markets with growth potential and
higher-margin businesses, we will seek to reallocate assets
generating poor returns or reduce Hitachi’s exposure to
such businesses. Our aim is to accelerate our investments
in the Social Innovation Business, having secured a stronger
balance sheet and greater investment freedom.

Hitachi Group forms 300,000-strong united team

It is no simple matter for Hitachi to become a truly global
enterprise or to achieve a double-digit adjusted operating
margin. However, we are making steady progress towards
these goals and trying to speed up the actions needed to
realize these ambitions.

More than anything, what gives me hope for the future
is the changes being made by employees of Hitachi to
support growth. My conviction is employee awareness
within Hitachi and the attitude towards business processes
have both changed significantly over the past few years.
Since my appointment as CEO, we have undertaken a
variety of policies. For example, introducing the Business
Unit system has made employees more aware of the
performance of their division and its cash-generation
capabilities, which in turn has translated into improved
divisional performance and greater individual pride in these
achievements. We also have recruited many new
employees, especially overseas, who are attracted to
Hitachi by virtue both of our philosophy of contributing to
society and by the prospects of our Social Innovation
Business, which combines growth with efforts to create a
sustainable society. These many new colleagues point to
our success in communicating Hitachi’s corporate

philosophy and culture to the world. | continue to hold
town hall meetings so that | can communicate my
thoughts about Hitachi’s direction and goals directly to our
employees around the world. | believe we can become
even more powerful as a unified team working towards
common goals if we can harness the diversity of over
300,000 individuals.

Looking ahead, | am confident we will continue to grow
steadily and help realize a sustainable society based on
multiple partnerships. Please keep watching Hitachi as we
move in this direction.

September 2018

Toshiaki Higashihara
President & CEO
Hitachi, Ltd.
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Progress of the 2018 Mid-term Management Plan

In fiscal 2017, Hitachi posted record earnings™ in terms of adjusted operating income, EBIT, and net
income attributable to Hitachi, Ltd. stockholders.

In fiscal 2018, through global expansion and other initiatives, Hitachi is targeting adjusted operating
income and EBIT ratios of over 8%, respectively, and net income attributable to Hitachi, Ltd. stock-
holders of more than ¥400 billion.

* Since introduction of consolidated accounting in fiscal year ended March 1987

Overview of 2018 Mid-term Management Plan Initiatives

Designating fiscal 2017, the second year of the 2018 Mid-term Management Plan, as the year to “change gears toward growth,”
Hitachi targeted global expansion through M&A while strengthening the Lumada business by increasing collaborative creation with
customers. Business restructuring also continued through efforts to improve the earnings of unprofitable operations, including
downsizing and withdrawal. In addition, over the two-year period ended March 31, 2018, Hitachi reorganized businesses generating
revenues of around ¥1.5 trillion, focusing mainly on publicly listed subsidiaries. These efforts led to significant year-on-year
improvements in earnings in fiscal 2017, of ¥127.3 billion for adjusted operating income, ¥169.0 billion for EBIT, and ¥131.7 billion
for net income attributable to Hitachi, Ltd. stockholders. Other profitability and cash generation metrics improved, also, with the
operating cash-flow margin rising to 7.8% and ROA increasing to 5.0%.

Fiscal 2018 is the final year of the plan. Positioned as the year of achieving the plan targets and becoming a globally integrated
enterprise, it features measures to achieve specific targets and create further growth.

FY2016 FY2017 FY2018

Prepare for growth Change gears Achieve Mid-term
toward growth Management Plan

to be a globally
integrated enterprise

¢ 3-level structure ¢ Expanded global business = ¢ Expand global business
(Front, Platform, Products) thl"OUQh M&As ° Expand digital business
¢ Introduced Business ¢ Enhanced Lumada using Lumada
Unit system

¢ Expanded collaborative
¢ Activated Lumada creation

¢ Continued business restructuring

O Structural reforms @ Selection and concentration of businesses
* Improvement (YoY) of ¥38.0 billion in adjusted * Reorganization of businesses generating revenues of
operating income via downsizing and withdrawal from approx. ¥1.5 trillion over FY2016-2017

unprofitable businesses

¢ Withdrawal from large-scale industrial EPC* business Fy2016 Fy2017
; —_— . m Logistics service Semiconductor manufacturing
¢ Gains from restructuring in FY2017: ¥15.0 billion (YoY) (Hitachi Transport System) equipment, etc.
(Hitachi Kokusai Electric)

Financial service Passenger transportation service
(Hitachi Capital) (Hitachi Dentetsu)
Electric tools Network devices
(Hitachi Koki (ALAXALA Networks)
(now Koki Holdings Co., Ltd.)
Others Forged steel roll business

(LCD Panel manufacturing

equipment, etc.)
* EPC: Engineering, Procurement and Construction
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Making Steady Progress
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Revenues*' Adjusted Operating Income Ratio EBIT Ratio Net Income Attributable to
Hitachi, Ltd. Stockholders
(trillion yen) (%) (%) (billion yen)
0.2 9.4 10.0 9.4 ;6 Overso 80 Over8.0 80 Over 400.0 400.0
6.9 62.9
6.4
52 231.2

2016 2017 2018 2018 (FY) 2016 2017 2018 2018  (FY) 2016 2017 2018 2018 (FY) 2016 2017 2018 2018 (FY)

(target)  (forecast) (target)  (forecast) (target)  (forecast) (target)  (forecast)
Global Business Expansion Stronger Cash-generating CCC Asset Profitability
(Overseas Revenue Ratio) (Operating Cash-Flow Margin)*? (Cash Conversion Cycle) Improvement (ROA)*? *3
Over 55 (%) Over 9.0 (%) (days) (%)
48 50 78 ' 795 50  Over5.0
7.1 i : 69.7 700
3.3
2016 2017 2018 (&% 2016 2017 2018 Fv) 2016 2017 2018 FY) 2016 2017 2018 FY)
(target) (target) (target) (target)
2016 2017 2018 (forecast) FY)
Average FX Rate JPY/USD 108 111 105
JPY/EUR 119 130 130

*1 Rounded to the nearest hundred billion.
*2 Figures for Manufacturing, Services and Others.
*3 Return on assets (ROA) = Net income / Total Assets (Average between the end of current fiscal year and the end of previous fiscal year) x 100.

GlObal BUSineSS Expansion Overall global revenues in FY2017  YoY: 1 13%

Yov: 113 % Yov: 114 vov: 108 %
FY2016 Revenues* FY2017 Revenues FY2016 Revenues* FY2017 Revenues FY2016 Revenues* FY2017 Revenues
0.85 trillion yen 0.96 trillion yen 0.91 trilion yen 1.04 trillion yen 1.09 trillion yen 1.18 trillion yen

® Elevators/Escalators
® Automotive products

Europe China ® Construction machinery Nort_h
e High functional materials & America
components
® Railway ® Railway
e Construction machinery e Industrial equipment/solutions
® High functional e [T products
materials & components Asia e Construction machinery
® High functional
materials & components
Regions except for those vov: 1145
listed above (including Japan): FY2016 Revenues* FY2017 Revenues
FY2016 Revenues* FY2017 Revenues 0.91 trillion yen 1 .04 trillion yen
5.04 trilion yen 5.15 trillion yen

* Figures reflecting adjustments based on currently existing businesses. e Elevators/Escalators
(Revenues of Hitachi Transport System, Hitachi Capital, and Hitachi Koki were ™Y Automotive products

excluded from the actual result in FY2016) o Construction machinery
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Toward Future Global Growth Using Digital Technology

The targeted model for Hitachi’s future growth involves Front and Platform business divisions selecting products and supplying
services in line with the changing needs of customers.
Product business divisions will focus on supplying globally competitive products.

Power/ Industry/ Finance/
Customer Energy Distribution/ Urban Social/
Water Healthcare
Directly provide A A
platform to
customer
Provide services .
by collecting Front-line
products
Consulting Pre-engineering
SI Engineering
In-house use of
Lumada Platform
—> Products Directly
Provide Power Elevators Railwa Automotive Home Industrial IT '}og#%rs provide
competitive products scalators products appliances [l equipmen products : products to
tit ducts | Escalat Y duct i ipment duct R ducts t
products customer

Policies for Growth

Investments in Focused Business Fields
Our investments across all global regions (North America, Asia, China, and Europe) are targeted towards four business fields with
the aim of expanding global operations, expanding digital service businesses, and responding to a sustainable society.

Investment Direction
® Expand global business: Enhancement of regional sales channel, etc.

® Expand digital service business: Financial payment system, e-Government, etc.

® Respond to sustainable society: Carbon free (e.g. renewable energy, energy management, electric vehicles), etc.

BawE Industry/ Finance/
Energy Distribution/ Urban Social/
Water Healthcare
*Renewable energy * Manufacturing solutions Railway Japan and global .
* Distributed power solution *Industrial equipment * Turnkey/signaling system * Financial payment system (Asia)
(North America/Asia) Elevators/Escalators ¢ e-Government (Asia)

*New installations/maintenance
(China/other countries & regions
of Asia)

Automotive

® Electric power trains,
autonomous driving products

* Mobility as a Service

Improvement of Asset Profitability
Led by the Investment Strategy Division established in April 2017, Hitachi is working to generate higher profits from assets by
prioritizing investment in markets with growth potential and businesses that can generate higher ROA, and by downsizing or
substituting existing assets through reduction of exposure to low-margin assets or the sale of equity holdings. In addition,
Hitachi is working to make more effective use of capital, including financing efforts that utilize external capital.
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Direction of Assets Holdings

- -

e ~

. ! . Prioritization of investments
&5 [} E"pan.5|on N
- v of proflttable \ * Prioritized investment in high growth
\ " alspsg S+ ” \ and profitable (ROA) business domains
Reduction of existing assets N i}westment) I' Railway turnkey/signaling business, industrial
= Mat'”ta'"l N , equipment, etc.
 Reduction of low-profit assets 38 SIS el ———
. . . > = P TN (Investment within
Net\lNork devices, overseas industrial EPC o I/ . N flows)
i 1 N Effective use of capital
) f/laIe :Lh‘l'z:'dmg Etr:iargs 2017), et ' et .
axell Holdings, Ltd. (Dec. ), etc. 5 \\ of assets ‘l » Financing by utilizing external capital
z N N ) ¢ Hiring investment and funding
Sl specialists
Low Middle High

Growth potential of global market

Growing the Social Innovation Business Using Digital Technology
Hitachi’s aim is to realize better quality of lives for people through the global supply of advanced social infrastructure using
digital technology. In fiscal 2017, we laid the foundation to expand businesses that utilize digital technologies such as Lumada.
Specific measures included construction of a global support set-up, front-line HR foundation, and the development of Lumada
software to enable rapid, simple systems deployment. In fiscal 2018, we plan to accelerate the global supply of solutions through
Hitachi Global Digital Holdings Corporation, which was established in April 2018.

@ Please see “Expanding the Supply of Lumada Digital Solutions” (p. 18) for more details.

Human Resources for Growth

Hitachi is investing to strengthen human resources to realize growth through digital technology on a global scale. These efforts are
underpinned by the appointment of three talented global executives to head up the relevant business units and group companies,
along with our Chief Commercial Officers to provide specialized management expertise in North America, Europe, and Asia. In addition,
we have recruited around 30 top-level managers from global firms in the loT sector to manage operations in each field. We are
also looking to strengthen Hitachi’s capacity to create innovations through the recruitment of a diverse array of talent. As of April
1, 2018, the ratios of women and non-Japanese in executive and corporate officers within Hitachi, Ltd. were 2.5% and 6.4%,
respectively. By fiscal 2020, we aim to increase each of these figures to 10%.

@ Please see “Message from the Chief Human Resources Officer” (p. 31) for more details.

R&D and New Business Creation
As part of originating world-leading products and services, Hitachi is focused on the development of innovative technologies and
the creation of new businesses. Specific areas of focus where we are increasing our investments in technical development include
blockchain, autonomous driving, smart manufacturing, Al, and robotics. In March 2018, as part of a program aimed at creating
disruptive technologies based on an open innovation approach, we invested in funds managed by the venture capital firm
Geodesic Capital.

@ Please see “Message from the Chief Technology Officer” (p. 35) for more details.

Accelerate Management Speed, Improve Operational Efficiency

As part of measures aimed further at improving profitability by strengthening the business foundation and reforming business
processes, we are promoting measures for (1) increased efficiency of indirect operations, (2) reduced number of subsidiaries,
and (3) digital transformation through increased visibility of management data. Through such measures, we aim to reduce costs
by more than ¥100 billion by fiscal 2021.

Improvement themes Reform projects

Increased efficiency | | Reduced number of Increased visibility
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, of indirect operations subsidiaries of management data
® Simplify organizational structures [ ) [ )
Increase speed
® Reorganize system and rules o ()
® Reorganize work processes o
Increa§e ® Enhancement of compliance ()
operational !
efficiency ® Centralize management information : ()
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Ociety, Hitachi is promoti ofe
supply of solutions that utilize dig

creation with customers.

caling of the Social Innovation
Bteéchnology based on collaborative

1. Digital Solution Supply Initiatives to Date

Hitachi’s stated aim in the 2018 Mid-term Management Plan
is to be “an Innovation Partner for the loT Era” by embracing
the digital revolution that is transforming society and industry.
Since April 2016, Hitachi’s operations have been divided
along organizational lines into the three levels of “Front,”
“Platform,” and “Product.”

The rationale behind this move is to adopt a customer-centric
business model to identify new markets for applications,
rather than the conventional focus on supplying products.
The aim of “Front” operations is to identify customer issues
and to put in place a “Platform” that makes full use of OT and IT
in a bid to efficiently provide relevant solutions, while the aim of
“Product” operations is to supply highly competitive products.

In May 2016, Hitachi began supplying Lumada-based
digital solutions to help address management issues linked to
customer value chains.

Condensing the OT and IT expertise that Hitachi has
accumulated over many years into a rich array of solutions,
Lumada is a way of supplying customers with digital
technology-derived innovations in a speedy and efficient manner.
In practical terms, Hitachi is amassing Lumada customer cases
through collaborative creation with customers as well as internal
development of Lumada solutions within the Hitachi Group.

In both instances, a digital solution is created using Lumada
to support the analysis of multiple types of variable data
using Al or other big data analytical methods.

Based on existing customer cases, Hitachi is accelerating
global upscaling of the supply of Lumada digital solutions
by seeking to develop solution cores with generalized
applicability to the needs of various customers.

In fiscal 2015, to expand collaborative creation through
assignment of researchers to centers based close to customers
while reinforcing innovative capabilities aimed at creating
original technologies to satisfy market requirements, Hitachi
established the Global Center for Social Innovation (CSI) as
part of reforms to the Group’s global R&D structure. The CSI
focuses on collaborative creation in which researchers,
designers and other Hitachi personnel work with customers
on the development of digital solutions. Currently, there are
CSl facilities in five key regions, with bases in Tokyo, North
America, China, Europe, and Asia-Pacific (APAC). The
collaborative creation process at these bases with customers,
business partners, and other stakeholders is called
“NEXPERIENCE.” It involves finding multifaceted ways to visualize
knowledge to facilitate smooth solution development, the utili-
zation of IT tools, and a systematized co-creation methodology.

FY2016 (result) FY2017 (result) FY2018 (forecast)

Billions of yen Initial target™” Initial target™’
Revenues of Lumada business 900.0 950.0 1,006.0 1,050.0 1,070.0
Lumada core business*? 120.0 190.0 230.0 290.0 310.0
Lumada S| business*® 780.0 760.0 776.0 760.0 760.0

*1 As released on Hitachi IR Day 2017 in June 2017

*2 Service businesses where Al and analytics are utilized to convert customer data into valuable insights to help improve management indicators or offer solutions to business-related issues

*3 Lumada core business-driven Sl operations within the loT field (industry/social infrastructure-related)
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2. Global Development Initiatives

To support the development of the Social Innovation Business from a global perspective, Hitachi is looking to expand
the provision of digital solutions by focusing on social issues that are specific to certain markets or regions.

North America
In North America, Hitachi is focusing mainly on the business
domains of Industry, Urban (including railways), and Finance.

In the Industry domain, the July 2017 acquisition of US air
compressor manufacturer Sullair not only strengthened
Hitachi’s industrial equipment business, but also created
opportunities to expand into digital solutions tailored to
sectors such as manufacturing and mobility. For example,
Hitachi has developed a service platform to automatically
propose optimal repair work for various types of industrial
machinery, based on combining Hitachi’s strong track record
and related know-how in the manufacture and maintenance of
industrial machinery (OT) with Al or other digital technologies
(IT). Hitachi plans to use this platform to expand sales of its
Maintenance & Repair Service to various industrial
machinery manufacturers.

In the Urban domain, Hitachi is supplying a wide range of
railway products/systems and solutions, from rolling stock to
signaling systems. This includes major metro projects in cities
such as Miami and Baltimore. Going forward, in addition to
supplying railway systems, Hitachi is working to secure
orders for turnkey projects that include local construction and
engineering as part of expanding the business in North
America. Supplying digital solutions utilizing Lumada is another
element of regional growth plans.

In the Finance domain, Hitachi established the Financial
Innovation Laboratory in 2016 in Santa Clara, California,
USA to undertake R&D into FinTech solutions using block-
chain and other technologies. Through its involvement in joint
research with Stanford University and in the Hyperledger
project hosted by the Linux Foundation, Hitachi is working to
develop and test practical FinTech solutions using
cutting-edge analytical tools for credit scoring, while also
contributing to the blockchain community and the develop-
ment of commercial applications.

Europe
In Europe, the key focus is on the Urban domain,
primarily railways.

Hitachi is working to expand operations from product/
system businesses such as rolling stock and signaling systems
to include railway-related digital solutions. For example,
dynamic headway solutions optimize train frequency in line with
passenger demand, using predictions of passenger numbers
based on people flow analysis. Hitachi is developing a solution
of this type for the driverless Copenhagen Metro in Denmark.

China
In China, the key focus is also on the Urban domain.

Hitachi plans to develop its Chinese operations by focusing
on data-centric building service business where it has a
presence in Japan, including round-the-clock remote monitoring
of elevators and other building equipment and predictive
maintenance based on the use of operational data to forecast
breakdown probabilities.

Asia
In Asia, Hitachi is focusing mainly on the Industry and Social
Infrastructure domain.

In the Industry domain, Hitachi established the Lumada
Center Southeast Asia in Thailand in September 2018 as a
base for the development of the digital solutions business
within the ASEAN region.

In the Social Infrastructure domain, in a collaborative cre-
ation project with Thailand Post, Hitachi is developing and
testing a digital post service to enable users to receive
notifications from public-sector institutions via a PC,
smartphone or other device as part of creating a new service
to provide information using the postal network. Elsewhere in
the region, in April 2018, Hitachi formed Hitachi MGRM Net
Ltd. following the acquisition of shares in Indian IT services
provider MGRM Net Ltd. The new company will lead Hitachi’s
efforts to support the Indian government’s “Digital India”
initiatives including “e-Governance” and “e-Education” based
on the digitalization of government services.
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3. Systemic Investments to Support Global Expansion

Besides combining the digital solutions expertise cultivated to
date with advanced technology to develop services with
applications across a wide range of sectors, Hitachi is
expanding the provision of digital solutions through Hitachi
Global Digital Holdings Corporation, which was established in
April 2018.

Interoperability with various systems and Lumada will be an
important part of the global expansion of digital solutions.
To this end, including participation in the Edgecross Consortium™,
Hitachi is actively promoting collaborative creation projects
with various stakeholders ranging from other companies to
universities and other academic or research institutions.

As part of developing the human capital necessary for
creating digital solutions, Hitachi has instituted a training
program to cultivate data scientists with the required skills.
To help foster conditions needed to create original expertise,
Hitachi has also established the Professional Community for
top-class researchers and practitioners from every field to
share relevant knowledge.

Hitachi’s target through these initiatives is to increase the
number of data scientists working in the Hitachi Group world-
wide from around 700 at present to 3,000 by fiscal 2021 to
support further expansion of the digital solutions business.

*1 A body established on November 29, 2017 with the aim of going beyond the
basic framework of companies and industries to create new value in the field
of edge computing through involvement in activities to support the loT
conversion of the manufacturing industry, the “Society 5.0” *2 plan advocated
by the Cabinet Office, and the “Connected Industries” ** concept promoted
by the Ministry of Economy, Trade and Industry (METI)

*2 A series of initiatives aimed at sharing and realizing the future vision of a
“super smart society” in which there is high-level merging of cyberspace with
the real world, as outlined by the Cabinet Office in the 5th Science and
Technology Basic Plan

*3 A conceptual vision for Japanese industry announced by METI in March 2017

To achieve the goal of being “an Innovation Partner for the
loT Era,” Hitachi is working to upgrade its service business
with the aim of evolving global supply capabilities for
end-to-end solutions.

Copenhagen Metro Project

Hitachi is working with Metroselskabet, the public-sector infrastructure owner of the metro in the Danish capital
Copenhagen, to test a dynamic headway solution to adjust the frequency of trains to real-time passenger demand.
The solution will combine Hitachi’s digital and loT technologies with the train control systems of Ansaldo STS, a Hitachi

subsidiary operating in the railway systems business.

Passenger demand on the Copenhagen Metro varies significantly depending on the time of day and any events
occurring near the network. Moreover, the opening of a new line in 2019 is expected to result in a substantial increase in
passenger numbers on the existing lines. The elimination of overcrowding in trains is a major issue.

Having used rolling stock and signaling systems supplied by the Hitachi Group for many years, Metroselskabet is an
important Hitachi long-term partner. The advanced service provided by Hitachi for the Copenhagen Metro includes

driverless trains that run 24 hours a day.

The dynamic headway solution automatically adjusts train frequency using the results of an analysis of changes in
passenger numbers, visualizing congestion data collected from sensors located in each station. By easing congestion
before it occurs, this provides a more satisfying transport experience for passengers. The system also helps the metro
operator to reduce costs by adjusting train frequency to real-time changes in demand, contributing to efergy savings

along with higher efficiency.
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Hitachi
Social Innovation
Business

Feature: Four Focus Business Domains

An Innovation Partner for
the loT Era

Accelerating the Pace of Collaborative Creation with Customers in the
Ever-Evolving Social Innovation Business

Four Focus Business Domains

Power/Energy Industry/Distribution/Water Urban Finance/Social/Healthcare
‘ Main Products and Services ‘ ‘ Main Products and Services ‘ ‘ Main Products and Services ‘ ‘ Main Products and Services ‘
® Nuclear power e Manufacturing and e Elevators/Escalators e Systems for
generation systems logistics systems * Railway systems financial institutions
® Renewable energy power e Water treatment systems e Automotive parts e |T systems for social
eneration systems ; ; infrastructure operators (power,
g ion Y. e Industrial machinery » Air-conditioning equipment/ tranportation zther) (8
* Transmission & Consumer electronics ’

distribution systems ® Systems for public authorities

® Medical equipment
and systems
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In the Power/Energy domain, leveraging Hitachi’s strengthStincoperational technology (OT), IT, and products,
we provide power generation systems, transmission & distribution systems,.and other solutions to a diverse
range of customers across the energy value chain spanning production, distribution, and consumption.
We are achieving social innovation by tackling issues in the constantly changing energy market, based on
applying our extensive knowledge and advanced technology.

Kamisu Offshore Wind Farm No. 1
Wind Power Ibaraki Co., Ltd.

Future Growth Drivers of the Business

Wind Turbines

Wind turbines are an excellent source of renewable energy that provide a solution to
resource depletion and global warming, while also supplying energy to local or regional
areas in ways that meet community needs and help realize a recycling-based
sustainable society. Hitachi’'s downwind turbines are designed for harsh weather
conditions with frequent bouts of high wind. They capture upward-blowing winds
efficiently, and can also operate safely if a typhoon or storm causes a local blackout by
switching to a free-yaw mode of operation to reduce wind load. Hitachi has supplied
many turbines for wind farms in Japan. In 2018, based on this track record, we
received an order to supply wind turbines for an offshore wind farm in Taiwan.
Going forward, we will strive to meet customer needs by developing total solutions

T . s ) ) . . . Fukashiba Wind Power
that use grid interconnection technology to distribute wind power in combination with Station in Kashima Port

high value-added maintenance services utilizing loT. Hitachi Wind Power Ltd.

Nuclear Power Plants (ABWR*)

The major advantage of nuclear power systems is lower environmental
impact. Compared with fossil fuels, they can generate huge quantities of
power safely from limited resources with substantially lower emissions of
carbon dioxide, a significant factor in global warming. Hitachi was the main
contractor in the construction of Chugoku Electric Power’s Shimane Nuclear eper=l 7|
Power Station Unit 1, which began operating in 1974. It was the first F_;ig
commercial nuclear power system built entirely in Japan. As one of the world’s Sr;m;;",\'luclear ;:wer Station

leading manufacturers of nuclear power equipment, today we are involved in (Unit 3, under construction)

efforts to restart nuclear power plants in Japan based on new safety standards The Chugoku Electric Power Co., Inc.

and in the reactor decommissioning program in Fukushima Prefecture.

Overseas, we are involved in a project to build a new nuclear power station in the UK. Hitachi aims to make a broad
contribution to realizing a safe and sustainable society through the maintenance and development of nuclear technology.
* ABWR: Advanced Boiling Water Reactor
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Executive Vice President’s Message

Market-related Issues
As we work towards realizing a sustainable society, global
markets for power and energy are undergoing a major
transformation due to the “three Ds” of decarbonization,
decentralization, and digitalization. For widespread
adoption of wind power and other renewables as sources
of base load power, we not only require systems that
can cope with harsh natural conditions, but it is also
essential to develop resilient power transmission and
distribution infrastructure so that power generated from
renewable sources can be delivered efficiently and
reliably to residential and corporate users. Nuclear energy
can generate large quantities of power with minimal
environmental impact, irrespective of the weather.
Provided we pay more attention to the safety aspects,
we believe it has the potential to be a major future
source of base load power in many parts of the world.
Recently, we have also seen moves to apply
cutting-edge digital technology to facilitate more
advanced maintenance and management of power
generation systems. Decentralization is an important
emerging trend, with regions taking advantage of local
characteristics to develop distributed energy resources
that generate power efficiently for local consumption as
part of creating a recycling-based sustainable society.

Where Hitachi Is Focusing

With over a century of experience in delivering
world-class products, services, and solutions, Hitachi
is contributing to industrial development and the
realization of a sustainable society through the supply
of low-emission and zero-emission power generation
systems. To this end, we are looking to generate
high returns as market leader by investing aggressively
in growth sectors such as the non-carbon energy
solutions business.

In the renewable energy sector, we aim to expand
our wind turbines business globally, while also developing
total solutions to deliver reliable power from the bulk
power network to residential and other users at the edge
of the grid. We are also applying loT, data analytics, and
other digital technology to develop innovative systems,
including virtual power plants* to support state-of-the-
art power generation as well as more advanced facilities
maintenance systems. Mixed energy distribution solu-
tions that can integrate decentralized power sources
with a large-scale power grid are another major focus
for us.

In the nuclear energy sector, our primary emphasis
is on fulfiling our social responsibility as a manufacturer
of nuclear power equipment through our engagement in
domestic initiatives. These include efforts to modify
existing nuclear power plants to meet new safety
standards ahead of restarts, and an active role in the
decommissioning of reactors at the Fukushima Daiichi

Toshikazu Nishino
Executive Vice President and Executive Officer

Nuclear Power Station for Tokyo Electric Power
Company Holdings, based on the lessons learned from
the Great East Japan Earthquake. Overseas, in the UK,
we are assessing the economic rationality as a private
company for a project that involves the construction of
a new nuclear power station, amid ongoing discussions
with the British government.

Our Future Mission and Role

A reliable supply of uninterrupted power is essential to
the lifestyles and safety of consumers living in our
modern, highly urbanized society. At Hitachi, we are
committed to promoting collaborative creation with a
range of customers across the energy value chain that
can support reliable supplies of eco-friendly energy for
the safety and peace of mind of users. We are also
striving to provide new value through the utilization of
digital technology.

The Creation of Social Value

Finding ways to ensure the reliable and efficient supply of
the energy essential to modern society while minimizing
environmental impact is vital to an affluent and
sustainable future. We aim to contribute to industrial
development and the realization of a sustainable society
by developing power generation systems to exploit
renewables and other zero-emission energy sources,
along with innovative solutions to support efficient
on-demand supplies of energy.

* A virtual power plant (VPP) is a technical solution for balancing power supply
and demand. It uses energy management technology utilizing loT to aggregate
distributed energy resources such as storage batteries or power generation
systems operated by households or factories, controlling the energy generated
from these sources remotely to integrate them in a way that functionally
emulates a power plant.

SDG Focus
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Industry/Distribution/Water

In this domain covering the Social Infrastructure & Industrial Systems segment, Hitachi develops products
and services such as industry/distribution solutions, water solutions, and industrial equipment. With a 108-year
manufacturing history since Hitachi was founded in 1910, we can supply everything from products for the
manufacturing workplace to control systems for facilities and business support IT systems. Our goal is to be
the best solution partner for customers throughout industries worldwide.

Future Growth Drivers of the Business

Smart Manufacturing Solutions
Utilizing Lumada, our smart manufacturing solutions help customers in
various manufacturing industries to increase production efficiency, automate
production, develop more reliable quality, transfer skills, or address other
production-related issues. Solution development often utilizes the high-efficiency
production model established at the Omika Works, or systems are devel-
oped in collaborative creation with customers. We offer a wide range of
solutions, from manufacturing site visualization and predictive equipment
failure detection systems to debottlenecking support and production plan-

’ L. . . , . L. Monitoring System for the Progress and
ning optimization. Reforming the manufacturing workplace using digital Operational Status developed in collaborative
technology helps our customers become more competitive. creation with Okuma Corporation

Generating Post-acquisition Synergies with Sullair

In 2017, Hitachi acquired Sullair, a manufacturer of air compressors with
operations in North America, China, and other countries. This move
strengthened Hitachi’s global air compressor business. Air compressors are
an important source of power for various types of equipment used in factories,
and this market is expected to grow in the future. The combination of the
Sullair sales network with a range of products that incorporate Hitachi’s
high-level technical expertise in this field promises to help us expand this
business globally. The acquisition will also support global expansion of
Hitachi’s overall business in the Industry/Distribution/Water domain by
affording opportunities to supply Sullair customers with marking systems and
other industrial equipment, as well as air compressors and digital solutions.

Town hall meeting at US factory of Sullair
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Executive Vice President’s Message

Market-related Issues

In the Industry/Distribution/Water domain, we supply
products, systems, and services to a wide range of
customers, mostly manufacturers but also firms in the
retail and transport sectors.

Today, to tackle challenges such as declining
working-age populations, increased workforce diversity,
and supply chain globalization, manufacturers in Japan
and other countries are looking to address urgent issues
such as making operations more efficient or labor-saving,
or ensuring the transfer of technical know-how. Faced
with climate change, water shortages and other issues,
reducing the environmental impact of operations is also
of increasing concern. These structural shifts within
industry and social issues are leading customers to
focus not only on our tangible products, but also on
intangible aspects such as the value that Hitachi can
add to their business.

Where Hitachi Is Focusing

In this domain, Hitachi can supply everything from
industrial equipment for the manufacturing workplace
(Products) to facility control systems (Operational
Technology, OT) and IT systems to manage operations.
Our aim is to be the best solution partner for customers
based on our ability to supply the total package of
products, OT, and IT.

We have begun offering smart manufacturing
solutions that use Lumada, based on systems we have
developed in collaborative creation with Daicel
Corporation, Okuma Corporation, Daikin Industries and
other customers for tackling manufacturing challenges
such as increasing production efficiency or transferring
technical know-how. We are reinforcing our lineup by
developing unique products that incorporate amorphous
motors with world-class efficiency. Our vision is to offer
the best solutions to customers by understanding
their issues based on Hitachi’'s more than a century of
manufacturing heritage, and by developing value-added
combinations of products, OT, and IT.

Our Future Mission and Role

My objective is to scale up the business significantly
through closer links between the various divisions that |
lead. Including Group companies, the Industry/Distribution/
Water domain spans different industrial sectors and
customer bases of differing size. Starting from the
systems and products offered by each of these
companies, we are expanding the business by providing

Masakazu Aoki
Executive Vice President and Executive Officer

fully integrated Hitachi total solutions and services
aimed at raising production efficiency or developing
more sophisticated operations. Hitachi’s acquisition in
2017 of the Sullair-branded air compressor business
has also secured us new customer channels in North
America and China. Our customers in the industry
domain face the same issues worldwide. Leveraging
our experience in Japan and Hitachi’s strengths in
products (manufacturing and production technology),
OT (control/operational technology), and IT (technologies
for data analysis and processing), we will develop the
Social Innovation Business using our digital technology
through approaches to a broad range of customers
around the world.

The Creation of Social Value

Solving issues for customers also helps to achieve
the SDGs. We will contribute to realizing a sustainable
society in which people can enjoy dynamic and
comfortable lives worldwide through the supply
of systems with low environmental impact and
energy-saving products.

SDG Focus

CLEAN WATER 9 INDUSTRY, INNOVATION
ANDSANITATION ANDINFRASTRUCTURE
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The Urban domain is composed

stems (elevators and escalators) and

Railway systems from the Social Infrastructure & Industrlal Systems segment, Automotive systems
(automotive products and car information systems), and Smart Life & Ecofriendly systems (home appliance
and air-conditioning equipment). In this domain, our aim is to improve the Quality of Life for people world-
wide by providing products and services that are essential for daily living.

Future Growth Drivers of the Business

Building Services for Advanced Lifestyle Support

Hitachi provides building services including round-the-clock remote monitoring of elevators and other equipment. We
offer advanced loT-based services that use collected operational data to formulate plans for parts replacement and

other maintenance, and to predict when a breakdown might occur without
needing an inspection by a service engineer. Going forward, in addition to
accelerating the global development of the high-quality maintenance services
that we have developed over many years, we plan to fine-tune building
services by utilizing Lumada to collect and analyze a range of data, including
operational data from building equipment and data on the flow of people
inside buildings. These services include providing buildings guidance support
using service robots, and enhancing the value of building facilities based on

the analysis of those entering the building.

Building equipment is monitored remotely from a
call center

Railway Systems/Solutions for High Quality and Reliability

Hitachi is developing systems and solutions globally to support rail services of high quality and reliability as a provider
of rolling stock and traffic management systems, along with fully integrated solutions that include project management.
In the UK, we are applying advanced loT-based maintenance services for the rolling stock of the Intercity Express
Programme. With the Copenhagen Metro, we are testing a Dynamic Headway solution to adjust the frequency of train
services automatically to the degree of crowding inside stations. Going forward, we will leverage Lumada technology
to develop railway systems/solutions that deliver added value to our customers in innovative ways.

Executive Vice President’s Message

Market-related Issues
In the Urban domain over which | preside, Hitachi is
developing global businesses based on products that
are highly familiar in daily life, including elevators, railways,
automobiles, and home appliances. For consumers,
these businesses form the public face of Hitachi.

Given the continued advance of urbanization
around the world today, notably in Asia, we expect

markets to continue expanding within the Urban domain.
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Greater urbanization also brings with it a set of emerging
issues that we will need to address proactively, including
the demographic aging, energy supplies, and ensuring
the safety and security of people in the face of growing
threats from disasters and crime.

The common trends affecting the four major
businesses within the Urban domain of elevators and
escalators, railway systems, automotive products, and
home appliances are captured in the acronym CASE*.



First, we are seeing a significant move away from
product ownership to usage models based on sharing.
Second, there is a shift to autonomous operation —not
only in automobiles, but also in many other products—
that also places significant emphasis on the use of
electronics as manufacturers focus on energy-efficient,
low-carbon products. In addition, these products are
increasingly connected using digital technology, which
is enabling the development of new solutions for solving
customer issues. While engaging with these trends
directly, we are working to address various lifestyle-
related issues in collaborative creation with customers.

*CASE: Connected, Autonomous, Shared, Electric

Where Hitachi Is Focusing

It goes without saying that digital technologies such as
Al and loT will hold the key to our addressing customer
issues through the Social Innovation Business. At the
same time, to expand the business globally in a
cost-competitive way, we will also need to utilize digital
technology to improve the efficiency of processes such
as design and maintenance. For these reasons, | think
digital technologies will be the most important growth
driver in the Urban domain. Monitoring whatever is
troubling customers in real time and providing appropriate
solutions will require always-on connections to digital
technology platforms. By collecting and analyzing the
data from monitoring operations, we can determine
where any problems exist in products and systems, and
work out how to make improvements. For example, we
are undertaking round-the-clock remote monitoring of
elevators and other building equipment to collect
operational data. Analysis of these data not only
facilitates smart maintenance, but also allows us to
provide services to help customers achieve goals such
as optimizing the building power consumption.

Hitachi can also provide one-stop solutions to
address customer challenges because we not only handle
product design and manufacture as well as systems
operation and control, but also build IT systems. For
example, in the Railway systems business, Hitachi by
itself can supply a fully integrated solution, from the
manufacture of rolling stock and building traffic manage-
ment and signaling systems, to maintenance services
and the construction of ticketing systems. This can offer
customers major advantages in terms of simplicity and
efficiency compared with the complicated process of
engaging multiple suppliers to build the system. In this
way, our ability to combine OT (Operational Technology),
IT, and products to connect customers to digital tech-
nology means we can create solutions that were never
possible before. This is the original value Hitachi can

Keiji Kojima
Executive Vice President and Executive Officer

provide as an Innovation Partner for the loT Era via
collaborative creation with customers.

Our Future Mission and Role

The Urban domain enables us to evolve into a well-known
global enterprise as a leader in the development of bold
new technologies that are a fine testament to Pioneering
Spirit, one part of the Hitachi Founding Spirit. With a
high proportion of overseas revenues and an array of
global talent in positions of leadership, ours is the domain
spearheading Hitachi’s globalization. My mission is to
utilize Lumada and other digital technologies to radically
reinforce the competitiveness of our product range,
while also further developing global markets that are
expanding as urbanization progresses. Another critical
part of my mission is to optimize our investment in the
Urban domain and ensure that we make timely invest-
ments to generate synergies at the consolidated level.

The Creation of Social Value

The Corporate Credo of Hitachi since its inception has
been “Contribute to society through the development of
superior, original technology and products.” As a company,
we pursue not only financial targets, but also social
contributions. In the Urban domain, based on our vision
for next-generation urbanization, we will leverage digital
technology to help achieve the SDG11 goal of sustainable
cities and communities.

SDG Focus
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Fin,a_nce/Sbcial/Healthoare

In the Finance/Social domain;-targeting customers in social infrastructure fields such as finance, electric
power, and transport as well as customers in varied areas including the public sector, we develop and
supply a'broad range of IT services from consulting to systems integration, operation, maintenance, and
support. In the Healthcare domain, there are three core businesses that we are developing by leveraging
Hitachi’s strengths in digital technology: Diagnostics and Clinical (including diagnostic imaging equipment
and particle therapy systems), Testing and Reagents (including analytical systems), and Informatics
(based on big data utilization). We are contributing to the growth of medical institutions and related health
professionals as well as the realization of healthy, enriched lifestyles for people.

This domain also plays a central role in developing and promoting the use of platforms that provide
across-the-board support to Hitachi’s front operations, in the process driving the growth of the overall Lumada-based
digital solutions business.

Future Growth Drivers of the Business

Solutions Group Utilizing Al, Big Data Analysis and Other Cutting-edge Digital Technologies

By combining the extensive business experience and know-how that Hitachi has acquired to date with cutting-edge
digital technologies such as Al and Big Data analysis, we are offering Lumada-based solutions to customers across
a variety of fields.

In the Finance domain, we support more advanced and efficient investigative screening of trading in equities by
applying Al to analyze illicit transaction probabilities. Elsewhere, Hitachi analyzed medical big data by leveraging the
analytical know-how we have cultivated in technology for forecasting healthcare expenditures, and we have
developed a quantitative model to predict the possibility and length of hospitalization due to lifestyle-related diseases.
This model can assist life insurers in reviewing broadening the scope of their customers who can take out insurance.

In the Social Infrastructure domain, we are supplying solutions to help deliver improved services for passengers
and other end-users. We have been involved in the development of a service that distributes images of visualized
people flows and related crowding phenomena inside stations in a timely manner, with people flow analysis technology
utilizing images from monitoring cameras. We have also helped public transport operators optimize timetables in line
with demand, based on analyzing and visualizing traffic volumes and transportation demand. In other initiatives to
develop and build safe, secure, and comfortable urban
infrastructure, we are supporting the development of
advanced analytical tools for analyzing and predicting
power demand and pricing trends in electricity retail
markets with Al.

Going forward, Hitachi aims to engineer further
evolution in the Social Innovation Business by supplying
innovative Lumada-based digital solutions through
collaborative creation with various stakeholders. In
doing so, we hope to contribute to the realization of a
society in which people around the world can live in
safety, security, and comfort.
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Executive Vice President’s Message

Keiichi Shiotsuka

Executive Vice President and Executive Officer

Market-related Issues

In the Finance/Social/Healthcare domain, we are
supplying innovative solutions to address various social
issues, based on maximizing the strengths of Hitachi in
digital technology. Examples include digital payments in
the finance field and informatics in healthcare fields.
In this domain, efforts are also directed toward
undertaking the development of loT platforms, and as a
digital-centric business entity, we are playing a central
role in promoting the expansion of Hitachi’s overall
digital solutions operations by encouraging the
cross-sectoral utilization of Lumada.

Today, the connection of a wide range of things to
the Internet enables access to knowledge gleaned from
the analysis of vast quantities of data. This is causing a
wave of digitalization to generate new value for society
and businesses. Hitachi is required to create new
business models and service models, and support
dramatic improvements in productivity by leveraging our
strengths in digital technology.

Where Hitachi Is Focusing
Beyond the domains of Finance and Social Infrastructure,
in both of which Hitachi has been supplying IT services
for many years, we are also expanding our digital
technology-based operations into the Healthcare
domain. In these areas, working beyond Business Unit
structures, we are helping a variety of customers to
undertake digital transformations.

As well as developing new finance and insurance
products based on the utilization of Al and big data, we

are also assisting customers with solutions to help ease
congestion or improve the efficiency of logistics operations,
and developing services aimed at improving the quality
of healthcare or its operational efficiency. We also aim to
create new value across industrial sectors by using
digital technologies. For example, we facilitate smarter
contracts or transactions via linkage of settlement
systems with various commercial and logistical flows
using blockchain technology.

Today'’s rapid pace of technological innovation means
it is essential for us to hone solutions in partnership with
customers based on identifying issues, formulating
hypotheses, and testing solutions in a continuous,
fast-paced cycle. We aim to help customers reinforce
competitiveness and realize an affluent society, we
generalize the Lumada customer case in various fields
and utilize it throughout the whole of Hitachi for rapid
development and supply of solutions.

Our Future Mission and Role

My role is to take the lead in driving the growth of the
Social Innovation Business and to generate growth in
global markets by developing a mechanism for applying
state-of-the-art digital technology across the entire
Hitachi Group. | view our mission as the creation and
timely market introduction of high value-added digital
solutions using Hitachi’s operational technology (OT), IT,
and products. To this end, we recognize the importance
of dynamically optimized HR assignments for our digital
specialists so that we can strengthen the global delivery
of these solutions.

The Creation of Social Value

Even as digital technology has evolved these days, it is
people who are originating ideas and creating value.
Technology is merely a tool, and the aim of Hitachi’s
Social Innovation Business is to pursue improvements
in the quality of life for people, focusing on people who
live there. We hope to contribute not only to the growth
of advanced countries, but also to the development of
nations and regions where residents find it hard to
access safe drinking water, food, or healthcare. And we
create solutions that use digital technology to make the
world a better place.

SDG Focus

GOODHEALTH
AND WELL-BEING
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Message from the
Chief Human Resources Officer

We are promoting our HR strategy to expand the
Social Innovation Business, based on the strategic
promotion of diversity and inclusion policies.

We are also upgrading management systems to
become a truly global enterprise, including building
an integrated HR platform.

Hidenobu Nakahata

Senior Vice President
Chief Human Resources Officer (CHRO)

Human Capital Is a Critically Important Asset
In 1910, the same year that he founded Hitachi, Namihei
Odaira set up the Apprenticeship Training School. This
symbolic act illustrates our belief in human capital being
one of the most critical assets in business. We benchmark
Hitachi’s human capital strategy and policies against those
of a variety of global enterprises. | am exchanging opinions
directly with my counterparts at such companies. Based
on these discussions, | think that Hitachi is close to the
level of major global players regarding our human
resources strategy and personnel management framework.
If | were asked about the strengths of Hitachi in trying to
grow in an increasingly commoditized world, my unwavering
reply would be that we aim to realize sustainable growth

Initiatives to Promote Diversity and Inclusion
Diversity and inclusion are the wellspring of innovation for
Hitachi. We are building HR systems so we can evaluate
the performance of each position and role using a
common global standard. With the appointments of Mr.
Alistair Dormer as Global CEO of our railway systems
business and Dr. Brice Koch as the President of Hitachi
Automotive Systems, Ltd., a diversity of viewpoints is
reflected in decision-making processes at the senior
management level. The ability to recognize diverse values
and express different opinions is critical to the provision of
optimal solutions that fully address the issues faced by our
customers within an increasingly complex society. We wiill
continue to promote diversity within management ranks.
Our global “Work Life Innovation” campaign, which
includes work-style reforms in Japan, aims not merely to

by utilizing our human capital to create original value and
innovation. In accelerating our management strategy of
developing the Social Innovation Business globally using
digital technology, two of the vital elements are developing
the people who can understand customer and social
issues precisely, and creating teams of people with diverse
viewpoints, backgrounds, and abilities to work together
towards common goals. For these reasons, my focus is
on developing our human resources, including the next
generation of leaders, through promotion of diversity and
inclusion. We have also been focusing efforts on building a
global personnel management system to support our
human capital utilization.

reduce total working hours, but to create more flexible
approaches to work to respect and cater to the values
and differing lifestyles of our varied individual employees.
We are creating work environments to enable individuals
to maximize their abilities, based on practices such as
telecommuting or working from a satellite office.

Diversity Targets for Hitachi, Ltd. (FY2020)

End-FY2017 (actual)  FY2020 (target)

Executive and Corporate Officers

Female 2.5% 10%
Non-Japanese 6.4% 10%
Number of female managers 577 800
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Reinforcing Efforts to Develop Next Generation of Leaders to Realize Sustainable Growth

In addition to Hitachi University, the Group’s global e-learning
management system, we have developed a variety of
educational programs tailored to different jobs and positions.
We are also focusing resources on selective training
courses aimed at developing future managerial candidates
at an early stage. In these courses, participants discuss
what is necessary for the growth of Hitachi. The opportunity
to generate ideas to present to senior management helps
to cultivate the next generation of leaders— people with
unique perspective and determination. In addition, we
have identified a group of about 50 employees from around

the Hitachi Group with next-generation development
potential. People in this “Future 50” group are selected on
merit, regardless of age, gender, or nationality. They are
given challenges to help expand their horizons and build
their perspective, including tough assignments, different
types of work, and internal and external training
opportunities. The Future 50 group members receive
one-on-one mentoring opportunities with outside directors
to benefit directly from their extensive business experience
and global perspective. Our aim is to change mindsets so
we can develop people for important positions in the future.

Creation of Integrated Personnel Management Platform

We have introduced systems since fiscal 2012 to help
optimize the allocation of personnel to important positions
within the Hitachi Group, including the Global Human
Capital Database and Group-wide systems for grading
personnel and managing performance. Since fiscal 2013,
we have also conducted an annual survey of our global
employees called “Hitachi Insights” to cultivate dynamic
and supportive workplace conditions across the Group.
With a response rate of more than 80%, the survey
generates valuable feedback for business unit CEOs and
other Hitachi Group managers. We also reflect the results
in our personnel management to help promote greater
employee engagement.

In January 2018, we began full-scale operation of our
new HR Integrated Platform that brings together HR-related
information and processes. | expect three benefits from the
introduction of this platform. First, it will boost transparency.

Previously, we had no way of making timely assessments
of the skills and capacities of the people working for
Hitachi Group companies throughout countries and
regions. Being able to see these things will upgrade our
ability to assign personnel to appropriate work and to
create individualized development programs. Second, by
enabling all employees to input experience or skills into the
system and access HR-related information onling, the new
platform reinforces the cultural shift within Hitachi toward
greater individual empowerment. It should translate directly
into greater development of those who are self-motivated
to broaden their horizons by taking on new challenges at
work. Finally, the new platform will boost speed and
efficiency. For example, enhanced access to global data
will help us assign the necessary personnel for new
projects more quickly and efficiently, thus contributing to
more timely project start-ups.

Strategic Contribution of HR to the Realization of Society 5.0 and SDGs

Ever since it was founded, Hitachi’s corporate philosophy
of “contributing to society through development of
superior, original technology and products” has embodied
the values that are expressed in the SDGs.

Our strategy for human capital development is in line
with the aim of the Social Innovation Business to address
social issues. Its promotion can make a significant
contribution to realizing the Japanese government’s
“Society 5.0” vision and achieving the SDGs. Most notably,
in our personnel development and the promotion of diversity
and inclusion policies, we are actively working to achieve
Goals 4, 5, and 8.

32

SDG focus

QUALITY GENDER
EDUCATION EQUALITY

DECENT WORK AND
ECONOMIC GROWTH

i | & | af

Hence, by reforming and developing our HR management
platform and systems, and creating conditions to make
effective use of them, Hitachi’s diverse workforce will help
realize sustainable growth while also contributing to the
realization of the “Society 5.0” vision and the SDGs.



Human Capital Development

Diversity and Inclusion

Diversity and Inclusion as the Wellspring of

Our Innovation

Diversity is the wellspring of our innovation and our growth
engine. Hitachi regards personal differences —gender,
nationality, work history, age, sexual orientation, and
philosophy —as facets of people’s individuality. By respecting
our employees’ individualities and positioning them as an
advantage, Hitachi frames its diversity and inclusion as
conducive to both the individual’s and the company’s
sustainable growth.

We have currently positioned and are promoting
diversity management as a management strategy under
the initiative slogan “Diversity for the Next 100.” Specifically,
this means promoting the creation of environments in
which women and other members of our diverse human
workforce are able to demonstrate their skills to the fullest
extent in leadership and business management positions.
Hitachi, Ltd. and 17 Group companies jointly operate the
Advisory Committee and the Diversity Development Council
to accelerate awareness across Hitachi as a whole,
including support for diverse human resources and
work-life management.

Developing Women’s Careers

Hitachi, Ltd. has created two key performance indicators
(KPIs) to enable as many female employees as possible to
take up leadership positions and to participate in
management decision making. In fiscal 2013, Hitachi set a
goal of promoting women to executive positions by fiscal
2015. In April 2015, the company appointed its first female
corporate officer, a position equivalent to the executive
level. Aiming to create diverse views and values to be
reflected in our management, in fiscal 2017 we publicly
announced our commitment to increasing the rate of
female executive and corporate officers to 10% by fiscal
2020.* With regard to the ongoing promotion of women to
managerial positions, we are aiming to double, compared
with fiscal 2012, the number of female managers to 800
by fiscal 2020.

In addition to reinforcing existing programs, we are
introducing the Hitachi Group Women'’s Career Success
Survey to visually highlight the level of progress made with
the initiatives and any outstanding issues in each business
unit while setting numerical targets for each unit. These

efforts demonstrate our commitment both internally and to
the world to further advance women in the workplace and
improve our diversity management.

* As another goal, Hitachi aims to achieve a 10% ratio of non-Japanese
executive and corporate officers by fiscal 2020

SDG focus
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Finding solutions to customer and social issues, which are
becoming more diverse and complex, requires the bringing
together of human capital that possesses diverse values.
Hitachi is engaged in maintaining working environments that
enable the diverse members of its workforce to demonstrate
their abilities.

Number and Ratio of Female Managers

(people) (people)
800 3,727 4,000
3365 3,459
6.4% 6.3% 577 6.4%
600 509 3,000
474
400 4.0% 41% 4.2% 2,000
200 1,000
0 2015 2016 2017 Fv) 0

Female managers, Hitachi, Ltd.*" (left scale) Female managers, Hitachi Group* (right scale)
=®- Percentage of total, Hitachi, Ltd.*" =®= Percentage of total, Hitachi Group*

Note: Figures include section chiefs and above.

*1 “Female managers” in fiscal 2017 include managerial employees dispatched from Hitachi,
Ltd. to non-Group companies and those accepted from non-Group companies by Hitachi,
Ltd. Earlier figures include regular managerial employees dispatched to non-Group
companies but exclude those accepted from non-Group companies.

*2 All full-time, regular female managers excluding those dispatched to non-Group companies.
Figures for fiscal 2016 were restated following a reexamination of HR data.

Ratios for Female and Non-Japanese Executive and Corporate
Officers (Hitachi, Ltd.)

June 2017 June 2018

Number of female executive and corporate officers 2 2
Ratio of female executive and corporate officers 24% 2.6%
Number of non-Japanese executive and

corporate officers 3 5

Ratio of non-Japanese executive and corporate officers  3.7%  6.4%

Global Human Capital and New Generation Development

Advancing Global Human Capital
Our Group-wide global human capital management
strategy optimizes both human resources and organi-
zational performance in pursuit of our goal of becoming an
Innovation Partner for the loT Era.

One part of that strategy has involved the building of a
Global Human Capital Database, which enables us to fully
ascertain the status of worldwide Group human capital

and to assess macro management data, such as the
allocation of human resources. We have also introduced the
Hitachi Global Grade system that applies to all managers
in the Hitachi Group worldwide, using it as a common
platform for job applications throughout the Group and as
a common standard for assessing the value of management
duties. In addition, we introduced Global Performance
Management at Hitachi, Ltd. and at some Group companies

33

n
o
=
>
Q
(]
=
o
=}
g
=
E
c
[0}
Q
(0]
=
o
=}




worldwide to link the individual and operational business
goals, with the aim of promoting mutual sustained
improvement and the growth of both individuals

and businesses.

We are also working on talent development initiatives to
drive global business growth. For example, in fiscal 2015
we implemented “Hitachi University,” a Group global
common learning management system.

With regard to Hitachi Insights, the global employee
survey that Hitachi conducts every year, we were able to
receive roughly 170,000 responses from the around
200,000 employees who were sent the fifth survey in
September 2017, and the overall evaluation resulted in an
improvement for the fourth consecutive year.

Occupational Health and Safety

Framework for Promoting Health and Safety

Ensuring the health and safety of all employees is the basic
principle underlining the Hitachi Group Health and Safety
Policy. This policy is shared by all Hitachi Group companies
around the world. Employees work together to create safe,
secure work environments that aim to be accident-free.

Manufacturing and maintenance, the areas of business
in which Hitachi is engaged, are particularly accident-prone
lines of work, and we have around 34,000 employees
performing work of this type in Japan. We promote a range
of Group-wide occupational health and safety activities
that include preventing workplace accidents by setting and
applying minimum safety standards to be observed by
Group manufacturers around the globe.

In Japan, a health and safety commission—composed
of company representatives, labor-union officials, and
employees—is convened every month. We have introduced
the Hitachi Group Key Safety Management Designation
System, under which initiative Group companies and
business sites where serious work accidents have occurred
are designated as priority safety management companies
and business sites. Here, the potential for accidents is
reduced by reviewing risk assessments, including the
investigations of accident causes, and third parties are
engaged to conduct safety issue diagnoses. In fiscal 2017,
we recorded zero fatal workplace accidents in Japan and
five in the rest of Asia.

In December 2015, revisions to Japan’s Industrial Safety
and Health Act took effect, requiring businesses of 50 or
more employees to put in place a stress-check system.
We are proactively implementing stress checks at all
business sites in Japan—even those employing fewer than
50 employees, are required to make efforts toward
compliance—to promote awareness of stress among all
employees. Group analysis results from these stress
checks will also be used by workplace health and safety
committee members, occupational healthcare workers,
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New Generation Development

Applying science and technology, the Hitachi Group and
the Hitachi Global Foundation carry out science, tech-
nology, engineering, and mathematics (STEM) education,
depending on the issues in local communities, to develop
a new generation of human capital capable of addressing
social challenges.

SDG focus

QUALITY 'DECENT WORK AND
EDUCATION ECONOMICGROWTH

M| af

For Hitachi, employees are an important entity underpinning
the Company’s future and, at the same time, a driving force
contributing to the achievement of the SDGs and realizing
social change.

and human resource departments to improve workplace
environments. In combination, these efforts are expected
to help prevent mental health issues and revitalize work-
places. Hitachi’s efforts in this area were recognized under
the 2018 Certified Health and Productivity Management
Organization Recognition Program, conducted by Japan’s
Ministry of Economy, Trade and Industry, in the large
enterprise category (White 500).

Hitachi Group Health and Safety Policy:
https://www.hitachi.com/sustainability/download/jpdf/en_sustainability2018_19.pdf

SDG focus

DECENT WORK AND
ECONOMIC GROWTH

o

We are primarily addressing SDGs in the recognition that it
is indispensable for business management to develop
environments in which the people working in the Hitachi
Group can work safely and without anxiety about physical
and mental health.

Occupational Accident Rates

2.0

1,61 1.63 186
1.5
1.15
1.08 1.02
1.0
0.54 0.51 0.45
0.5 P
0.22 0.18 0.25
0 2015 2016 2017 FY)

—e- All industries == Manufacturing industries =@ Electrical machinery sector
Hitachi Group*
* Occupational accidents are defined as those involving fatality or work-time loss of one day or
more. Hitachi Group figures for Japan, including Hitachi, Ltd., are for 240 Group companies in
fiscal 2015; for 200 Group companies in fiscal 2016; and for 201 Group companies in fiscal 2017.



Message from the
Chief Technology Officer

The R&D Division celebrated its 100th anniversary
in 2018. Inheriting Hitachi’s corporate credo and
founding spirit, our R&D operations support the
goal of Hitachi being “an Innovation Partner for the
loT Era,” while also driving the future growth of the
company by addressing societal issues.

Norihiro Suzuki
Vice President & Executive Officer
Chief Technology Officer (CTO)

R&D Initiatives Targeting Social Innovation Business Expansion

In fiscal 2015, to promote global R&D centered on
collaborative creation with our customers, we established
the Global Center for Social Innovation (CSl) in five key
regions, setting up bases in Tokyo, North America, China,
Europe, and Asia-Pacific (APAC). Using a systematized
collaborative creation methodology called “NEXPERIENCE,”
CSl researchers share their vision directly with customers
as part of a process of original value creation that ranges
from identifying issues to testing solutions and creating
practical business models. At the same time, positive

R&D Investments for Enhanced Efficiency
Hitachi invests approximately 4% of revenues into R&D on
the four focus business domains that drive the Social
Innovation Business, as well as open innovation and other
projects. | would emphasize the fact that our investment in
open innovation in fiscal 2018 was over 60% higher than in
fiscal 2015. The establishment of the CSI enables us to work

Fiscal 2018 R&D Policies

Becoming a Global Innovation Leader to Drive Evolution Towards a Global Company

Objectives

steps are being taken to help upgrade and expand digital
solutions that employ Lumada.

| believe this process is creating positive feedback cycles,
in which resolving customer issues helps us to reinforce
Hitachi’s core technologies while at the same time generating
knowledge to support new business development based on
accumulated customer cases. We are upgrading our focus on
open innovation approaches as a way of expanding such
initiatives globally, for example by building ecosystems that
span industry, academia, and the government sector.

with customers from the research stage to develop the tech-
nology for products and services that address societal
issues, thus boosting the efficiency of our R&D. Moreover,
we are looking to make R&D even more efficient by shorten-
ing development time by leveraging Al and other digital tech-
nologies for our research work itself.

Policy Directives

Strengthen monetization capabilities to expand the Social
Innovation Business

Enhancing collaborative creation of global solutions
® From individual solutions to connected industries
® Focus on growth domains and regions

Increase world-leading products and services

Creating and focusing on world-leading technology

¢ Create world-leading technology to support the Social
Innovation Business

® Accelerate open innovation

Participate and engage with global community

Promoting basic research to resolve societal issues
* Accelerate creation of disruptive technology

e Create vision to lead “Society 5.0”
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Enhancing Collaborative Creation of Global Solutions

To drive the evolution of our collaborative creation efforts with
customers, we are looking to develop new “Connected
Industries” solutions that can generate greater value than
those for individual solutions, and those that can connect a
variety of solutions in different industries for multiple customers.
One practical example of this is an initiative where small- and
medium-sized customers in industrial sectors and financial
institutions manage and share global supply chain information.

Utilization of a blockchain platform to digitize order-related
information from customers to suppliers can improve the
operational efficiency of procurement and inventory
management, while also facilitating faster decisions by the
financial institutions relating to aspects such as settlement and
funding. By focusing on growth domains and societal issues
across global regions, we are helping to expand the Social
Innovation Business-related collaborative creation.

Creating and Focusing on World-leading Technology

The R&D Group is also actively trying to create world-leading
technology to support the Social Innovation Business. For
example, our development of high-speed rolling stock and
traffic management systems to enhance railway safety,
comfort, and convenience is helping Hitachi’s business growth
in Europe. Elsewhere, we are applying fluid analysis technology
developed in the railway field to improve compartment design
to help achieve the world’s fastest elevator. In the industrial
sector, Hitachi has secured a world-first with the development
and commercialization of a compact and energy-efficient
amorphous motor-integrated oil-free scroll compressor.
Going forward, we aim to develop world-leading technologies
in fields such as blockchain, autonomous vehicles, smart
manufacturing, Al, and robotics.

For the creation of world-leading technology, it is necessary
to enhance the value offered by Hitachi’'s OT, IT, and products
with the utilization of digital technologies. For that, it is also
important for us to strengthen our human capital. Aiming to
increase the number of data scientists working throughout the
Hitachi Group to at least 3,000 by fiscal 2021, we have

instituted a training program and established the Professional
Community to support top-class researchers and practitioners
from every field. In this online community initiative, the R&D
Group plays a major role in driving the continued evolution of
core technology development and value creation.

In addition to internal efforts to strengthen human capital,
we are investing in the development of technology platforms
through an open innovation R&D consortium, based on
collaboration with research institutions, academia, open
community partners, and start-ups both in Japan and overseas.
Through our open community initiatives, we are actively
involved in open-source projects and a consortium in fields
such as blockchain and edge computing, and have also joined
Hyperledger, a project sponsored by the Linux Foundation as
well as the Edgecross consortium. Through Geodesic Capital,
a venture capital firm in which Hitachi owns an equity stake, we
are also promoting collaboration with start-up ventures. We
are accelerating the creation of world-leading technologies
through such activities and initiatives.

Promoting Basic Research to Resolve Societal Issues

Communicating a vision for the future and creating disruptive
technologies are both essential to resolving societal issues.
Hitachi has established joint R&D centers with the University
of Tokyo, Kyoto University, and Hokkaido University to develop
visions to support realization of the “Society 5.0” concept.
The laboratories established with these three institutions are
focusing on different topics, namely urban planning and
energy (Hitachi University of Tokyo Lab), issues facing society
in 2050 (Hitachi Kyoto University Lab), and regional issues
and food/health (Hitachi Hokkaido University Lab). Each lab is
also responsible for related global communications. We are
working to identify practical research topics within these
initiatives, and converting research findings as a major source
of potential business opportunities. Efforts to create disruptive
technologies include a project to develop quantum computing
with UK-based Cambridge University, and a regenerative
medicine project based at the Kobe Biomedical Innovation
Cluster. | see these initiatives helping to lay the foundation for
Hitachi’s new businesses of the future.

Besides patent activities to reinforce product businesses,
we are promoting novel intellectual property (IP) activities to
support ecosystem construction. Our IP programs are
incorporating data and other information assets to help
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accelerate the development of digital solution businesses
based on Al, analytics, and other digital platform technologies.

Through these R&D activities, | am confident that we will
contribute to the growth of Hitachi and the SDG No.17 target
“Partnership for the goals.”

SDG Focus

1 PARTNERSHIPS
FORTHE GOALS

&

Historical/Projected R&D Expenditure

(Billions of yen)

500.0
9 3.7%
450.0 3.4% 3.3% 3.5% 3.6%
400.0
350.0
350.0 334.8 333.7 323.9 332.9
0 2014 2015 2016 2017 2018 Fv)

(Forecast)
B R&D expenditure =®= R&D expenditure relative to revenues



Engaging in Responsible Procurement

In seeking to be a company that continually fulfills its social responsibility throughout the value
chain, Hitachi strictly adheres to laws and regulations and acts in a moral and fair manner with all its

business partners.

Promoting CSR Procurement

Creating and Sharing Procurement Policies

We base our procurement activities on the Hitachi Guidelines
for Procurement Activities, while sharing global supply chain
issues within the Group. All Group companies follow these
guidelines. The guidelines were created in line with the United
Nations Global Compact and include the elimination of
discrimination in employment and occupation, the rejection of
all forms of child and forced labor, and environmental protection
activities. Suppliers are selected strictly in accordance with
the Hitachi Guidelines for Procurement Activities.

A fully revised version of the Hitachi Group CSR Procurement
Guidelines was released in fiscal 2016. This revision incorporates
the provisions of the Hitachi Group Codes of Conduct and
also makes references to version 5.1 of the Responsible
Business Alliance (RBA, formerly called EICC) Code of Conduct,
promulgated in January 2016. To ensure that the guidelines’
provisions are strictly followed, we distribute the Guidelines

Implementation of CSR Monitoring and Audits

To monitor how well Hitachi’s CSR supply chain management
philosophy has been adopted by our suppliers, since fiscal
2007 we have asked key suppliers to conduct CSR Monitoring
(self-checks) using the JEITA Supply Chain CSR Deployment
Guidebook and detailed checklists. After collecting and analyzing
the results, we provide feedback for the business operations
related to the suppliers, and then work with those involved in
the operations to resolve issues related to the suppliers.

In fiscal 2017, we asked 131 suppliers inside and outside
Japan to conduct CSR Monitoring and received survey replies
from them. From fiscal 2017, all checklists were fully updated in
accordance with the revisions made to the Hitachi Group CSR
Procurement Guidelines. Based on the results of the survey, we
have identified problematic labor-related trends, and we will
promote measures to address such issues going forward.

Since July 2012, Hitachi, Ltd. has been auditing the
manufacturing bases of its and Group companies’ suppliers in
China and the rest of Asia. In fiscal 2017, we conducted CSR
audits of 18 suppliers. Our audits are based on the international
SA8000 certification standard developed by Social

Number of CSR Audits

Fiscal 2015

Fiscal 2016

to the approximately 30,000 suppliers of Hitachi business
units and Group companies, from whom we request
acknowledgment of suppliers’ understanding in writing. Tier 1
suppliers are further asked to confirm that tier 2 suppliers also
follow the provisions in the guidelines.

We plan to revise these guidelines regularly in the future to
ensure that they always reflect the demands of global society
regarding corporate supply chain management.

Guidelines for Procurement Activities:
http://www.hitachi.com/procurement/policy/__icsFiles/afieldfile/2018/06/07/
guidelines.pdf

CSR/Green Procurement:
http://www.hitachi.com/procurement/csr/green/index.html

Accountability International (SAI), an American CSR evaluation
institution. An RBA-recognized auditor checks suppliers’ CSR
initiatives from the perspectives of labor and human rights,
health and safety, the environment, and ethics. No major
infringements were found at the 18 suppliers audited in fiscal
2017, but some small areas needing improvement were
noted, such as overtime work exceeding stipulated rules
(14 suppliers), failure to conduct periodic inspections of
machinery and equipment (12), and insufficient management
of hazardous waste (7). The relevant suppliers were requested
to submit improvement action plans, and Hitachi, Ltd.,
together with Group companies, will work with and advise the
suppliers until they complete the planned improvements.

10 Formsns We hope to contribute to the development of
ANDPRODUGTION sustainable consumption and production
m patterns within society by addressing societal
issues within our value chain.

Fiscal 2017

2 O companies

20 companies

1 8 companies

(total of 106 companies since fiscal 2012)

37

-
o
c
=}
a
o
=
o
35
o)
9
E
=
®
Q
3
=
o
S



http://www.hitachi.com/procurement/policy/__icsFiles/afieldfile/2018/06/07/guidelines.pdf
http://www.hitachi.com/procurement/policy/__icsFiles/afieldfile/2018/06/07/guidelines.pdf

Respect for Human Rights

Human Rights Due Diligence in Procurement

Our pledge under the Hitachi Group Human Rights Policy is to
develop human rights due diligence mechanisms and
implement them on an ongoing basis. Based on the results of
the pilot programs undertaken with certain entities in fiscal
2014 across six countries in the ASEAN region under this
policy, we have formulated a set of written guidelines for
implementing human rights due diligence in collaboration with
the US-based NPO Shift*.

In fiscal 2015, we initiated human rights due diligence in
the procurement divisions, whose activities are at risk of
negatively impacting the human rights of workers in the supply
chain and local communities. In fiscal 2017, we completely
revised the questions on the check sheet used in supplier
CSR monitoring (self-checks) to better grasp the issues
related to workers’ rights at suppliers, as well as health and
safety and the environment. We also visited one of our
suppliers in Malaysia with members of the US nonprofit
organization BSR (Business for Social Responsibility) to conduct
an assessment on migrant workers, who are socially vulnerable
and often said to be exploited by forced labor. The assessment
was based on interviews with managers of human resources
and production divisions, recruitment agencies, and migrant
workers, along with inspection of the factories and dormitories.

Response to the Conflict Minerals Issue

The policy for procurement departments of Hitachi has always
been and will continue to be to ensure that procurement
activities do not result or aid in conflicts within the same
region and that the armed groups described above do not
benefit from those activities, while continuing responsible
procurement activities of minerals that are not related to the
conflicts in the region based on local laws. At the same time,
we will continue to support the practice of due diligence
based on the “OECD Due Diligence Guidance for Responsible
Supply Chains of Minerals from Conflict-Affected and High-Risk
Areas” among companies. With these in mind, Hitachi Group
would like to request all of our suppliers to utilize the Conflict

DECENT WORK AND
ECONOMIC GROWTH

QUALITY GENDER
EDUGATION EQUALITY

N

Distributed CEO’s human rights message to

Fiscal 2015

Fiscal 2016

Fiscal 2016 also saw the launch of human rights due
diligence for human resources divisions at Hitachi. The
operations in those divisions touch on many issues connected
to human rights for employees, including working hours,
employee treatment, and health and safety. Human rights
risks for employees were assessed and prioritized, and
mitigation strategies were explored. They also investigated
grievance mechanisms, analyzing existing procedures and
exploring ideas for improvement. Going forward, Hitachi will
further promote human resources initiatives by its business
units and Group companies.

Since fiscal 2014, Representative Executive Officer,
President, and CEO Toshiaki Higashihara has sent an annual
human rights message on Human Rights Day (December 10).
In fiscal 2017, this was distributed via email to executives and
employees at Hitachi, Ltd. and Group companies worldwide.

* John Ruggie, former Special Representative of the Secretary-General on
business and human rights, founded this NPO with the team that drafted the
UN Guiding Principles on Business and Human Rights.

Hitachi Group Human Rights Policy:
http://www.hitachi.com/sustainability/renew/pdf/human_rights_policy.pdf

Minerals Reporting Template developed by RBA/GeSlI to
continue checking the country of origin and supply chain of
minerals, and also to procure from the CFS (Conflict Free
Smelter)* listed within.

* A list of smelters who have been identified as “not being involved in the conflict
within the same region” by the Responsible Minerals Initiative (RMI), an organi-
zation that was founded by the RBA/GeSlI, which is a group that aims to solve
the conflict minerals problem.

Hitachi Group Conflict Minerals Procurement Policy:
http://www.hitachi.co.jp/procurement/csr/__icsFiles/afieldfile/2018/06/07/
CM_PP_RE_E.pdf

Respect for human rights is the foundation of all 17 SDGs. In working to
achieve such goals, it is important that we mitigate any negative impacts
related to human rights caused by our business activities throughout the
value chain.

Fiscal 2017

Approx. 1 48,000 people
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Approx. 1 56,000 people

Approx. 1 78,000 people


http://www.hitachi.co.jp/procurement/csr/__icsFiles/afieldfile/2018/06/07/CM_PP_RE_E.pdf
http://www.hitachi.co.jp/procurement/csr/__icsFiles/afieldfile/2018/06/07/CM_PP_RE_E.pdf

Environment

In order to achieve its Environmental Vision, the Hitachi Group is actively working to reduce its overall
environmental burden. To reduce its CO2 emissions across its entire value chain, Hitachi aims to lower
emissions not just at the production stage but also during use of sold products and services, which
accounts for the vast majority of total emissions, by promoting low-carbon businesses.

The Environmental Vision and Hitachi Environmental Innovation 2050

As climate change, resource depletion, ecosystem destruction,
and other environmental issues grow more serious, companies
face increasing demands and expectations to reduce the
environmental burden of their business activities. The Paris
Agreement, which came into force in 2016, sets ambitious
targets, including a global long-term target of keeping global
warming to below 2°C and efforts to limit the increase to
1.5°C. These targets are based on the Fifth Assessment
Report of the Intergovernmental Panel on Climate Change
(IPCC). Environmental targets have also been set in the
Sustainable Development Goals (SDGs)—the centerpiece of
the 2030 Agenda for Sustainable Development, adopted by
the United Nations in 2015—whose Goal 13 reads: “Take
urgent action to combat climate change and its impacts.”

In the light of these global demands and our own manage-
ment policy, we created an Environmental Vision clearly
stating our aim to both improve the quality of life and achieve
a sustainable society from a long-term perspective, as well as
to achieve a low-carbon society, a resource efficient society,
and a harmonized society with nature by promoting environ-
mental management. Looking toward 2030 and 2050, we
also established long-term environmental targets called
Hitachi Environmental Innovation 2050 that demonstrates
our resolve to achieve the kinds of societies outlined in our
Environmental Vision.

Our environmental strategy, centered on the Environmental
Vision and our long-term environmental targets, is deliberated
by the Executive Sustainability Committee, chaired by the
President & CEO, and advanced by the Hitachi Group as
a whole.

Achieving a Low-Carbon Society

Hitachi has established a goal of reducing CO2 emissions
throughout its value chain by 50% by fiscal 2030 and 80% by
fiscal 2050 (compared to fiscal 2010 levels).

A significant share of the CO2 emissions from our value
chain arises from the use of our products and services by our
customers. To reduce these emissions and combat climate
change, we are expanding our low-carbon businesses as
outlined below.

We are also improving the environmental performance of
products and services across the entire Hitachi Group to help
address environmental challenges through the development
and popularization of products and services with high environ-
mental value. To track our progress, we use the reduction rate
per product and service function of CO2 emissions during usage
as our index. At the same time, we continue to promote

Environmental Vision

Hitachi will resolve environmental issues and achieve both a higher
quality of life and a sustainable society through its Social
Innovation Business in collaborative creation with its stakeholders.

The aim of Hitachi’s environmental management

Harmonized

= Resource Y
;g\gigarbon ( \ Efficient Society
Yy Society with Nature

Climate Change Saving and Recycling Preservation of
Mitigation/Adaptation ~~ Resources Ecosystems

Long-term Environmental Targets

Hitachi’s resolution looking toward 2050 and 2030

Hitachi Environmental Innovation 2050

For For For
a low-carbon aresource efficient a harmonized society
society society with nature
v v v

Through the value chain Build a society that uses
CO: emissions water and other
resources efficiently
FY 2050 with customers and society
80% reduction Efficiency in use of
water/resources

FY 2030 FY 2050

50% reduction 50% improvement

(compared to FY 2010) (compared to FY 2010 in
the Hitachi Group)

Impact on natural capital

Minimized

Environmental Action Plan

Set environmental action items and targets every 3 years
in order to achieve the long-term targets

environmentally conscious design of products and services at
the design and development stage.

In addition, we remain focused on cutting direct emissions
by the Hitachi Group during production by enhancing the
efficiency of our factories and offices, advancing energy-saving
measures, and introducing the use of renewable energy.

@ Please refer to the Hitachi Sustainability Report 2018 for further details.

Ratio of CO: Emissions at Each Stage of Hitachi Value Chain

Production

Transportation Disposal/Recycling

Use

Procurement of raw materials/Parts
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Responding to Climate Change Through Growth in “Low-Carbon Businesses”

As part of its efforts to address challenges posed by climate
change, Hitachi is combining the strengths of its business
units and Group companies through digital solutions built
on the Lumada platform, and expanding its low-carbon
businesses through co-creation with customers and partners.
To help achieve low-carbon energy supplies, we offer wind
and other non-fossil energy systems. We also promote
improvements in power distribution efficiency via the use of
smart grids and related technology. To realize low-carbon
spaces, we are striving to make buildings more efficient

Low-Carbon Businesses: A Hitachi Focus

through total solutions and reduce the energy requirements of
factories via smart manufacturing. Through the development
of more efficient railway systems and the promotion of
increased adoption of automotive electric powertrains, we are
providing highly efficient transportation methods in order to
achieve low-carbon mobility. Our amorphous transformers and
other low-carbon products contribute to increasing efficiency
and reducing emissions throughout society. In these and
many other ways, we are helping to realize a low-carbon
society and promoting measures to address climate change.

B Non-fossil energy systems B Offices
¢ Wind energy systems * Total solutions for buildings
¢ Elevators
¥ Smart grids e Escalators
* Distributed power supply
solutions B Factories

¢ Energy management * Smart manufacturing

B Smart life & ecofriendly systems
® Smart life business
* Home appliances

Wind energy systems Elevators Escalators

13 oo

L3 2

® Rate of Reduction in CO2 Emissions from Use of Products
and Services (Hitachi Group)

From base year

33:

reduction

® FY2010 (base year) ® FY2017

CO:2 emissions CO:2 emissions

Function size* - 100 %

=67.

Function size

* Major functions of products correlated to CO2 emissions.
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Achieving Low-Carbon - - o
Energy Supplies Achieving Low-Carbon Spaces Achieving Low-Carbon Mobility Low-Carbon Products

SDG Focus

¥ Railways
® Operation management/railway
information systems
* Rolling stock

M Industrial equipment
* Amorphous transformers
® Air compressors
* Motors

H Automobiles M High functional materials &

* Electric powertrain systems components
(Storage batteries, motors, * Amorphous metal materials for
inverters, etc.) transformers

® Rare earth magnets

¢ Automobile components

Rolling stock

Amorphous transformers

Digital Solutions Built on Lumada Platform

Hitachi promotes initiatives to minimize environment-related risks, principally climate change, and
contribute to resolving environmental issues.

® Reduction in Per-Unit Energy Use by Factories and Offices
(Hitachi Group)

From base year

14..

reduction

® FY2005 (base year)
Energy used 2.06 GL*'

® FY2017
_ Energy used 2.00 GL _
- 1 OO % - Activity amount - 86%

*1 Energy volume used both in and outside the organization (Scope 1 and 2).
*2 A value closely related to energy use at each business site (for example,
production quantity, output, building floor space, and number of employees).

Activity amount*?



Risk Management

Advancing Risk Management on Multiple Fronts
Changes to our operating environment from such factors as
the globalization of the economy and advances in and spread
of information and communications technology (ICT) lead not
only to the expansion of business opportunities but also to the
diversification of risks to our operations.

We have built a diverse risk management system under
which we carry out risk analysis to accurately gauge ongoing
economic and social changes and use the insights gained to
take preventive measures and ensure a rapid response to
issues that may arise unexpectedly. Particularly in recent
years, as a company deeply involved in infrastructure projects
in countries and regions around the world, we take note of the
discussions at meetings like the World Economic Forum on
such international risks as the unending series of terrorist
attacks, the increasing severity of abnormal weather conditions,
global-scale climate change, and the growing scale and
sophistication of cyberattacks. We are reinforcing business
continuity plans (BCPs) and further tightening our information
security to ensure the stable supply of our products and
services and to prevent threats to our networks that could
severely disrupt business operations. We will continue to
reinforce our risk management on a Group-wide basis and
make thoroughgoing efforts to minimize risks to society from
our operations.

Reinforcement of Risk Management System
The entire Hitachi Group is reinforcing its risk management
system to address increasingly globalized and complex risks.
Under the head of risk management at Hitachi, Ltd.,
each business operation assigns an executive as its risk
management officer to manage risks mainly concerned with
compliance, export control, disasters, and crime, and to
respond adequately in coordination among the entire Group.
Furthermore, Hitachi is building a comprehensive risk
management system that contains standards and procedures
to objectively evaluate different risks that may affect business.

Risk Factors

We conduct business on a global scale across a broad range
of business areas and utilize sophisticated, specialized
technologies to carry out our operations. Therefore, we are
exposed to risks attributable to the economic environment,
risks inherent in individual industrial sectors and business
lines, and risks related to our operations. Investment in our
securities also involves risks. The following risks are based on
the assumptions we consider reasonable as of the date this
report was issued.

e Economic Trends

e Currency Exchange Rates Fluctuations

¢ Access to Liquidity and Long-term Financing

¢ Marketable Securities Risks

e Material and Component Procurement

¢ Estimates, Fluctuations in Cost and Cancellation of
Long-term Contracts

e Credit Risks Arising from Business Transactions

e Supply and Demand Balance

¢ Rapid Technological Innovation

e Dependence on Specially Skilled Personnel

¢ Intense Competition

e Qur Strategy to Strengthen Our Social Innovation Business

e Acquisitions, Joint Ventures, and Strategic Alliances

¢ Restructuring of Our Business

¢ Worsening of Business Performance of Equity-method
Associates and Joint Ventures,

e Our Overseas Growth Strategies

e Overhaul of Cost Structure

e Intellectual Property

e | itigation and Regulatory Investigations

e Product Quality and Liability

e Significant Disasters and Similar Events

¢ Dependence on Information Systems

¢ Management of Confidential Information

e Employee Retirement Benefits

e Dilution of Your Shares by Issuances of Additional Shares

Please refer to the Company’s annual securities report for the fiscal year

ended March 31, 2018 for details of business and other risks.
http://www.hitachi.com/IR-e/library/stock/index.html
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