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Consolidated Financial Report for the Year Ended March 31, 2008 

 
 

TOKYO, JAPAN, April 25, 2008 – Elpida Memory, Inc (“Elpida”), Japan's leading supplier of Dynamic 
Random Access Memory (“DRAM”), today announced its consolidated financial results for fiscal year 
2007 (FY 2007) ending on March 31, 2008 and the FY 2007 fourth quarter. 

 

 
I. Business Results 
1. Overview of Consolidated Business Results  
(1) 4Q-FY07 Operating Results (January 1, 2008 – March 31, 2008) 

   (Billions of yen)

 
3 mo. ended 
Mar 31, 2008 

(4Q-FY2007) 

3 mo. ended 
Dec 31, 2007 
(3Q-FY2007) 

QoQ 
Change (%)

3 mo. ended 
Mar 31, 2007 

(4Q-FY2006) 

YoY 
Change (%)

 Premier DRAM 44.4 58.3 -23.8 55.3 -19.6 

 Computing DRAM 46.0 35.7 28.6 88.9 -48.3 

Net sales 90.4 94.0 -3.9 144.2 -37.3 

Gross profit (loss) (9.1) 5.2 - 29.4 - 

Operating income (loss) (25.9) (8.9) - 14.9 - 

Ordinary income (loss) (30.7) (12.8) - 13.3 - 

Net income (loss) (29.2) (12.1) - 8.5 - 
Note: Computing DRAM sales consist of DRAMs used in servers and personal computers. Premier DRAM sales consist of DRAMs used in digital 

consumer electronics & mobile devices and other sales. 
 
 

In the 4Q Elpida’s operations encountered an extremely difficult business environment. While PC DRAMs remained 
oversupplied right from the beginning of the year, the average spot price for a 1 gigabit DDR2 SDRAM fell 30%[1] 
QoQ.  
 
Given these conditions, Elpida engaged in further attempts to reduce chip costs by raising productivity at Hiroshima 
Elpida Memory, Inc. (“Hiroshima Elpida”)[2], boosting the production capacity at Rexchip Electronics Corporation 
(“Rexchip”) and improving yields. These efforts produced such important results as major increases in Rexchip 
productivity and Elpida’s supply bit growth of 33%, above its forecast of 20%. On the other hand, the increase in PC 
DRAM shipments and lower DRAM prices resulted in the average selling price (ASP) declining by 26% QoQ. 
 
As a result, 4Q net sales fell 4% QoQ to 90.4 billion yen. As mentioned above, our supply bit growth was quite high, 

                              
[1]Source:  DRAMeXchange. 
[2]Elpida absorbed Hiroshima Elpida Memory, Inc. into its operations in April 2008 and renamed it the “Hiroshima Plant”. 
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but the drop in prices and higher PC DRAM sales led to higher ratio of cost of sales and gross losses of 9.1 billion yen. 
Operating losses rose 16.9 billion yen QoQ to 25.9 billion yen. Equity in losses of 1.1 billion yen primarily in relation 
to Rexchip, a 2.1 billion yen foreign exchange loss on account of yen appreciation and other factors explain an 
ordinary loss of 30.7 billion yen, an increase of 17.9 billion yen QoQ. Finally, the 4Q recorded a net loss of 29.2 
billion yen, up 17.1 billion yen QoQ. 
 
 

 Premier DRAMs 
The company saw lower DRAM demand for high-end mobile phones and XDR™ DRAMs in the 4Q. Consequently, 
quarterly Premier DRAM net sales fell 24% QoQ to 44.4 billion yen. 
 

 Computing DRAMs 
PC DRAM ASP in the 4Q declined further compared to the previous quarter. However, higher PC DRAM 
manufacturing output at Rexchip led to Computing DRAM net sales of 46.0 billion yen, up 29% QoQ. 
 

 

(2)  FY 2007 full term (April 1, 2007 to March 31, 2008) 
  (Billions of yen)

 
12 mo. ended 
Mar 31, 2008 
(FY2007) 

12 mo. ended 
Mar 31, 2007 

(FY2006) 

YoY 
Change (%) 

 Premier DRAM 223.8 199.2 12.3 

 Computing DRAM 181.7 290.8 -37.5 

Net sales 405.5 490.0 -17.3 

Gross profit  33.3 122.6 -72.8 

Operating income (loss) (24.9) 68.4 - 

Ordinary income (loss) (39.6) 63.6 - 

Net income (loss) (23.5) 52.9 - 
Note: Computing DRAM sales consist of DRAMs used in servers and personal computers. Premier DRAM sales consist of DRAMs used in digital 

consumer electronics & mobile devices and other sales. 
 
 
In the FY 2007, shipments of PCs, the biggest source of DRAM demand, recorded high growth, especially in regard to 
notebook PCs. Unfortunately, investment by DRAM vendors in production capacity in recent years led to an 
oversupplied market and a sharp decline in PC DRAM prices. For example, the spot price for a 512 megabit DDR2 
SDRAM, a leading PC DRAM product, fell roughly 70%[1] over the course of FY 2007, to below US$1 last 
December.  
 
Given this environment, Elpida’s sales strategy focused on lifting sales in its core product area, Premier DRAMs. In 
manufacturing, the company concentrated on further improvements in productivity and better yields at Hiroshima 
Elpida[2]. Also, since the start of operations Rexchip has continued to lower chip costs by rapidly raising production 
capacity and boosting yields. As a result of these improvements FY 2007 supply bit growth was 102% YoY. 

 
Elpida worked hard to minimize the impact of lower PC DRAM prices on its FY 2007 business performance, but the 
price decline was so steep that the company ended with a 17% YoY drop in net sales to 405.5 billion yen and a 73% 
fall in gross profit to 33.3 billion yen. The company also recorded an operating loss of 24.9 billion yen and an ordinary 
loss of 39.6 billion yen, the latter resulting from equity in losses of 6.6 billion yen primarily in relation to the Rexchip 
joint venture and foreign exchange losses of 4.5 billion yen. Among extraordinary losses and gains, the transfer of 
200mm manufacturing equipment to Cension Semiconductor Manufacturing Corporation in April 2007 produced the 
majority of a fixed asset sales gain of 21.2 billion yen and a fixed asset disposal loss of 2.3 billion yen. Therefore, for 
the FY 2007 full term the company ended with a net loss of 23.5 billion yen. 

 
 
 
 

                              
[1] Source: DRAMeXchange. 
[2] Elpida absorbed Hiroshima Elpida Memory, Inc. into its operations in April 2008 and renamed it the “Hiroshima Plant”. 
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 Premier DRAMs 
In the area of DRAMs for mobile devices, there were periods of weak and strong demand throughout FY 2007. But on 
an overall full-term basis, higher shipments of high-end phones such as camera module-equipped mobile phones and 
3G mobile phones, along with expanded shipments of mid-range phones in emerging markets, led to higher YoY 
DRAM demand and greater sales. 
 
Also, in the area of DRAMs for digital consumer electronics, the development of more highly functional, 
high-performance consumer electronics resulted in higher DRAM demand for digital TVs, digital still cameras, car 
navigation systems and game consoles, which in turn produced greater sales YoY. 

 
As a result, Premier DRAM net sales grew 12% YoY to reach a record 223.8 billion yen, an amount equal to 55% of 
total net sales. 
 

 Computing DRAMs 
In FY 2007, the amount of DRAM memory capacity in each PC installed with Windows Vista™ significantly 
increased. Also, PC shipments, especially notebook PCs, experienced strong growth. This led to higher DRAM 
demand from PC makers and DRAM module makers, but an oversupplied market triggered a drastic decline in PC 
DRAM selling prices. 
 
As a result, Computing DRAM net sales fell 38% YoY to 181.7 billion yen, an amount equal to 45% of total net sales. 

 
 

(3) FY 2008 Outlook 
Tightly balanced supply and demand conditions in the DRAM market can result in extreme price volatility, which can 
strongly affect our business results. Since a precise forecast of future PC DRAM prices is quite difficult Elpida is not 
presenting earnings forecasts. Instead, as shown below, the company is presenting several estimates relevant to the 1Q 
and full term of FY 2008 that can be used as a general guideline.  

 

 Billions of yen unless otherwise specified.
[Quarterly estimates]            [Yearly estimates] 
 4Q-FY2007

(Actual) 
1Q-FY2008
(Estimate)  FY2008 

(Estimate) 

QoQ bit growth  33% 15-20% YoY bit growth 70% 

QoQ ASP change  -26% N/A Depreciation and amortization 100 

Depreciation and amortization 24.9 25 Selling, general and  
administrative expenses 60 

Selling, general and  
administrative expenses 16.8 15 CAPEX and 

investment in Rexchip 100 

Note: Figures in the forecast are approximations. 
 

 
 
 
 
 

 
 

Forward-looking Statements 
Forecasts included in this document are forward-looking statements that are based on management's view from the 
information available at the time of this Report. These statements involve risks and uncertainties. Actual results may 
be materially different from those discussed in the forward-looking statements. The factors that may affect Elpida 
include, but are not limited to, changes in the DRAM market and industry environment, changes in technologies and 
design, problems related to our supply of key material and equipment, loss of or decreased demand from key 
customers, changes in exchange rates, general economic conditions and natural disasters. We disclaim any obligation 
to update or, except in the limited circumstances required by the Tokyo Stock Exchange, announce publicly any 
revision to any of the forward-looking statements. 
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2. Financial Conditions 
(1)  Assets, Liabilities and Shareholders’ Equity 
Total assets at the end of the FY 2007 were 754.4 billion yen, a drop of 8.1 billion yen compared to the end of FY 
2006. The main factors on the minus side were a drop in cash and cash equivalents due to manufacturing equipment 
purchase payments and investments in Rexchip and a decline in accounts receivable owing to the steep fall in selling 
prices that in turn led to lower net sales. On the plus side the main factors were an increase in investments and other 
assets in relation to the investment in Rexchip, growth in inventories owing to expanded production capacity and an 
increase in other receivables as a result of the sale of 200mm equipment.  
 
Interest-bearing debt rose 59.4 billion yen compared to the end of FY 2006 to 289.1 billion yen. Despite the partial 
repayments on lease obligations, a key reason for the debt increase was 80.0 billion yen in long-term borrowings 
arranged in March 2008. 
 
Net assets were 347.9 billion yen at the end of the FY 2007, a drop of 31.1 billion yen YoY. Behind the decline were 
fewer retained earnings as a result of FY 2007 net losses. 
 
(2) Cash Flows 
Regarding cash flow for FY 2007, operating activities provided net cash of 83.1 billion yen while investing activities 
used 260.4 billion yen. As a result, free cash flow (a combination of net cash provided by operating activities and net 
cash used in investing activities) saw a net outflow of 177.3 billion yen. Net cash flow from financing activities saw an 
increase of 110.7 billion yen, partly because of new long-term borrowings. 
 

 
Consolidated Cash Flow-related Indicators (Reference)  

 
12 mo. ended
Mar 31, 2005

(FY2004) 

12 mo. ended
Mar 31, 2006

(FY2005) 

12 mo. ended 
Mar 31, 2007 

(FY2006) 

12 mo. ended
Mar 31, 2008

(FY2007) 
Shareholders’ equity ratio (%)*1 39.2 33.6 49.7 46.1

Market value equity ratio (%)*2  79.0 71.7 77.5 57.1
Ratio of interest- bearing debt to cash flow 
(years) *3  11.1 8.1 2.3 3.5

Interest coverage ratio (times) *4 6.8 8.3 23.3 19.4

*1 Shareholders’ equity ratio (%) = Shareholder's equity / Total assets x 100 
*2 Market value equity ratio (%) = (FY-end closing stock price x (Total number of shares outstanding – treasury stock)) / Total 
  assets x 100 
*3 Ratio of interest-bearing debt to cash flow = Interest-bearing debt / Net cash provided by operating activities 
*4 Interest coverage ratio = Net cash provided by operating activities / Interest payments 
 

 
3. Basic Dividend Policy  
Elpida places the utmost importance on returns to shareholders and achieving higher return on equity. In regard to 
making decisions about distributing earnings, the company attempt to balance our earnings performance and financial 
condition with such considerations as maintaining an adequate amount of capital reserves for future business 
development. Unfortunately, the net loss recorded for the FY 2007 business year means that the company will be 
unable to provide a dividend. 
 
From the next business year onward, the company will endeavor to achieve a business recovery and stabilize its 
financial situation in order to be able to provide a dividend payment. 
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4. Business Risk 
One of the particular features of the semiconductor industry is that earnings can fluctuate greatly in line with 
movement along the business cycle (which in the semiconductor industry is generally known as the “silicon cycle”). In 
the DRAM business which Elpida Group participates in, this feature is particularly evident with respect to PC DRAM 
products that face severe global competition. This may adversely affect our business, financial condition and 
operations. Also, the continuation of our business is critically dependent on undertaking research & development and 
capital investment on an extremely large scale. Consequently, the company must adopt certain measures to handle the 
business and other kinds of risks associated with that investment. 

Listed below are the major risk factors Elpida has identified from among the variety of business and other forms of 
risk. The company has constructed a risk management system to address the kinds of risk in this list. This system is 
used to either avoid risk or minimize the impact of any apparent risk. 

･ Cyclical changes unique to the global DRAM market caused by overcapacity following facility expansion, 
downward pricing pressure resulting from an imbalance between supply and demand, and other factors 

･ Industry realignment and other changes induced by severe competition in the DRAM industry 

･ Loss of or decreased demand from key customers 

･ Problems related to the supply of key materials or higher prices for materials 

･ Unsuccessful new products or problems with the transfer to the advanced process technology 

･ The possibility that capital procurement may fall short of capital investment plans or that funds procured for use in 
capital investment spending may not deliver a sufficient return 

･ A decline in the quality of products procured from outsourcing partners, disruptions of business arrangements with 
these partners, and an inadequate capacity at partners to respond to product orders 

･ A conspicuous slowdown in the manufacture of DRAM products, interrupted production, or product defects caused 
by problems in the manufacturing process or with manufacturing facilities 

･ Severe competition with other companies in the hiring of engineers 

･ An inability to protect proprietary intellectual property and the rejection of a patent application 

･ Litigation relating to intellectual property rights and anti-trust disputes 

･ The influence of litigation and investigations resulting from anti-competitive practices 

･ Damaged facilities or disrupted supply acquisition arrangements caused by earthquakes or other natural disasters, 
terrorist attacks, epidemics, civil disturbances or other events that the company cannot control 

･ Emergence of new legal obligations caused by the strengthening or amending of environmental laws and 
regulations 

･ Political disturbances, domestic security disruptions, changes in laws or public policy or changes in business 
conditions or other unfavorable factors in countries or regions where the company do business 

･ Changes in the US dollar or Euro currency exchange rates 

･ Significant changes in interest rates 

･ The impact of our joint venture, including the management policies of joint venture partners, possible changes in 
the management environment and other factors 

･ Changes in general economic conditions 
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II. Our Group Management 
The Elpida Group consists of Elpida, eight consolidated subsidiaries and two equity-method affiliates, which together 
engage in the development, design, manufacture and sales of DRAM products.  

Elpida oversees all group operations (business management, finance, general affairs, legal, marketing, production 
control, etc.). It also has charge of DRAM product development & design, wafer processing, sales to domestic 
customers and supplying products to its overseas sales subsidiaries. 

Rexchip handles the front-end (wafer processing and wafer testing)[1] in the DRAM manufacturing process, while 
Akita Elpida Memory, Inc. handles assembly & testing[2]. Elpida absorbed Hiroshima Elpida Memory, Inc., which 
handled wafer processing, into its operations in April 2008 and renamed it the “Hiroshima Plant”. 

Tera Probe, Inc., a testing facility, provides Elpida with wafer probe testing services. 

A network of sales subsidiaries in North America, Europe, Singapore, Taiwan and Hong Kong handle sales of DRAM 
products to overseas customers. In regards to Europe and Asia, in August 2007 Elpida created a new subsidiary, 
Elpida Memory International B.V., to oversee the sales subsidiaries in these two regions (one in Europe and three in 
Asia). In addition, in February 2008 the company created Swiss-based Elpida Memory (Europe) Sàrl to strengthen our 
competitive position in the expanding European market. 

 

  Elpida Memory (USA) Inc.

  Elpida Memory (Taiwan) Co., Ltd.

  Elpida Memory (Singapore) Pte. Ltd.

  Elpida Memory (Hong Kong) Co., Ltd.

  Elpida Memory (Europe) GmbH

  Elpida Memory (Europe) Sàrl

Akita Elpida Memory, Inc.

Sub-contractors

Tera Probe, Inc.*

Wafer Probe Testing

Sub-contractor

Distributors

Domestic CustomersOverseas Customers

Overseas Foundry

DRAM products DRAM productsDRAM products

DRAM products

Elpida Memory, Inc.

E300Fab (300mm fab）

Wafer processing

Semifinished products
Semifinished products

DRAM products DRAM products

Semifinished products

Elpida Memory International B.V.
[Umbrella administration]

Sales

Rexchip Electronics Corporation*

R1 (300mm fab)

Wafer processing &
Wafer Probe Testing

Semifinished products

Assembly & Testing

 

 

Note 1: Our subsidiaries are Akita Elpida Memory, Inc., Elpida Memory (USA) Inc, Elpida Memory International B.V. as well as the following five 
overseas companies under the supervision of Elpida Memory International B.V.: Elpida Memory (Europe) Sàrl, Elpida Memory (Europe) 
GmbH, Elpida Memory (Hong Kong) Co., Ltd., Elpida Memory (Singapore) Pte. Ltd. and Elpida Memory (Taiwan) Co., Ltd.  

Note 2: The asterisk in the chart above indicates our two equity-method affiliates, Rexchip and Tera Probe, Inc. 
 

                              
[1] Wafer processing: The front end of the semiconductor manufacturing process, which involves the design of electric circuits and device elements 

on silicon wafers to create IC functions and testing those functions at the wafer stage.  
[2] Assembly & Testing: The back end of the semiconductor manufacturing process, which involves the assembly and testing of semiconductor chips. 
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III. Management Policies 

1. Basic Management Policy 
Elpida’s business operations are based on the following three management policies: 

・Leading the relentless march of changes in technology to deliver new value to customers. 

・Creating a corporate management that can win the trust of our employees, customers, shareholders, business 
partners and other stakeholders. 

・Having a completely open working environment that is designed to foster the development of original ideas from 
among all our employees 

 
2. Business performance Indicators 
As part of our drive to become the world’s No. 1 DRAM company the Elpida Group has created a set of business 
performance indicators designed to maximize shareholder value and achieve higher levels of satisfaction among all 
our stakeholders. In the DRAM market the company intends to achieve a rate of growth that exceeds market growth 
and stabilize our business operations by developing a foundry business. Our management approach for this kind of 
business development will rely on multiple financial indicators, including the operating income margin and return on 
equity to measure earnings and the net D/E ratio to measure operating stability. 
 
3. Medium to Long-Term Management Strategy 
The Elpida Group aims to maximize corporate value by becoming the "World's No. 1 DRAM Supplier". The main 
advantage of holding the No. 1 position is that the company could leverage large-scale product supply capabilities to 
be price competitive. The company believes this would lead to growth, better position it to achieve higher earnings 
and deliver steady returns to our stakeholders.  

 
To achieve this objective the Elpida Group is pursuing the measures listed below. 

 
(1) Building enduring relationships with customers 
The DRAM product market is experiencing growth in applications not only in the area of PCs and servers but also in 
the area of digital consumer electronics and mobile devices. Each area is unique with respect to customer demand for 
product performance, technical support, pricing and other issues. Aside from our marketing division, Elpida has 
created technology teams to take separate responsibility for the three DRAM product areas of PC/servers, digital 
consumer electronics and mobile device. This approach allows the company to deliver solutions that meet each 
customer's unique needs. Also, the company believe it is important to reduce the distance between ourselves and our 
customers in order to understand customer needs and provide the most accurate and timely assistance possible. 
Accordingly, Elpida has structured our domestic and overseas sales operations to engage in direct sales. Furthermore, 
in February 2008 the company created Elpida Memory (Europe) Sàrl, which houses a system technology lab, to 
promote design activities using our advanced system design and analysis technology to help customers all across 
Europe. Through these initiatives the Elpida Group can involve itself in the initial stages of customer product design 
and construct long-term working relationships with our customers. 

 
(2) Strengthening technology development 
Given the rapid pace of technological change in the DRAM industry, outperforming our competitors in reacting to 
customer needs requires having the highest possible level of advanced technology capabilities. For this reason Elpida 
is focusing its resources on research & development of advanced, high-performance core technology, especially in 
regard to finer process geometries, higher densities, faster speeds, and lower power consumption for DRAMs. Also, 
Elpida is committed to exploring outsourcing arrangements focused on fundamental research activities that can 
provide it with access to cutting-edge technologies and materials. By building a wide-range of collaborative research 
structures with leading companies in various industries and with universities and other major public/private 
institutions, the company can strengthen our technology base. 
 
In April 2007 Elpida began a multi-year joint research and development program with Belgium-based IMEC, Europe's 
leading independent nanoelectronics research center. In October 2007 the company started joint development of 
phase-change memory (PRAM) and DRAMs that use copper interconnect and Low-k technology with United 
Microelectronics Corporation (“UMC”). Also, on April 24, 2008 the company signed a Memorandum of 
Understanding with another DRAM maker, Qimonda AG (“Qimonda”), to co-develop 40nm and 30nm generation 
process technology using 4F2 memory cell technology. 
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(3) Enhancing our manufacturing system 
Semiconductor manufacturing is an industry that requires large-scale capital investment. For this reason the Elpida 
Group focuses its capital and human resources on front-end processes, which requires the highest degree of 
technology sophistication. The company is also working to strengthen the Group's internal manufacturing systems and 
striving for greater business efficiencies. For back-end processes, with the exception of high value-added areas the 
company outsource to overseas companies. 

 
The Elpida Group's front-end process operations are handled by our Hiroshima Plant [1] and by Rexchip, our joint 
venture with Powerchip Semiconductor Corporation. The Hiroshima Plant focuses on production of our high 
value-added Premier DRAMs for digital consumer electronics and mobile devices. Also, in March 2008 the company 
announced a plan to develop in cooperation with UMC a foundry business at the Hiroshima Plant to manufacture logic 
products for Japanese domestic customers, an endeavor that will help extend the use of the Hiroshima Plant’s older 
equipment. The Rexchip JV will manufacture PC DRAMs that respond to demand for more cost competitive products. 
All manufacturing locations will continuously work to improve productivity by boosting production capacity, 
migrating to more advanced process technologies and attaining higher yields. By taking this approach the company 
intends to achieve higher production volumes and lower costs. 
 
In addition, the company is outsourcing the production of PC DRAMs to an overseas foundry in order to minimize 
price volatility risks and expand manufacturing volume without increasing fixed costs. 
 
(4) Increasing worker motivation 
As Elpida moves forward with the measures described above investment not only in capital equipment and technology 
development but also in human resources is vital. In addition to providing an attractive working environment the 
company believes in offering incentives linked to a work ethic devoted to boosting corporate value. Elpida believes 
this will enhance employee motivation and aid recruitment of self-achieving new employees. Thus, the company has 
introduced stock options, business performance-related bonuses and other kinds of employee incentives. 
 
 
 

                              
[1] Elpida absorbed Hiroshima Elpida Memory, Inc. into its operations in April 2008 and renamed it the “Hiroshima Plant”. 
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4. Company Issues to be addressed 
The Elpida Group needs to address the issues explained below in order to secure a better position and a more stable 
earnings level in the highly competitive DRAM market. 
 
(1) Next-generation process technology research & development 
Along with advances in process geometries the development of semiconductor manufacturing technology is becoming 
increasingly difficult. As a result semiconductor companies are experiencing steadily rising R&D costs. The DRAM 
manufacturing challenge the company face is to simultaneously overcome technology hurdles and procure the capital 
to fund the development of the 50nm process technology generation and narrower technologies. 

 
One way Elpida is addressing this challenge is through the October 2007 start-up of an advanced DRAM joint 
development project with UMC that focuses on the use of copper interconnect and Low-k technology needed in 54nm 
process development. In regard to R&D related to 40nm and later generation technology, in April 2007 the company 
joined the CMOS research platform hosted by the European research institution IMEC for the purpose of exploring 
new process development solutions. Also, in April 2008 the company signed a Memorandum of Understanding with 
Qimonda to co-develop 40nm and 30nm generation process technology using 4F2 memory cell technology. 
 
(2) Developing next-generation memory 
As technology continues to evolve, proposals exist in the memory field to create a next-generation memory device 
that combines the unique features of DRAMs and flash memory. One of Elpida’s next-generation memory 
development projects consists of the October 2007 co-development (with UMC) start-up of next-generation ultra-low 
power memory using phase-change memory (PRAM) technology (based on phase-change materials used in CD-RW 
and DVD disks) introduced by US-based Ovonyx, Inc. By combing Elpida’s own research results for phase-change 
materials with UMC’s high-performance CMOS logic technology the company believes if can move closer to volume 
production using phase-change memory technology. 

 
Other than phase-change memory Elpida is also closely watching new technology development trends in the area of 
magneto resistive memory (MRAM) and resistive memory (RRAM). The company is developing flexible research 
capabilities in response to these trends. 
 
(3) Business development in the Chinese market 
Like many other industries, the DRAM market in China is turning into a major opportunity to expand our business. In 
the past the Elpida Group did not have the supply capabilities that were adequate to entering the Chinese market. 
However, now that Elpida has expanded its Group production capacity, it has come to believe that it is possible to 
make a full-scale entry into the Chinese market. Our plan is to move ahead with an aggressive marketing campaign 
designed to secure our presence as a DRAM maker in this important market. 
 
(4) A stronger business operating base 
More than half of DRAM applications are for PCs. Because prices for PC-related products are easily influenced by 
changes in the balance of supply and demand these products can significantly impact earnings. Because of the 
growing need for more sophisticated process geometries and other cutting-edge technologies, the cost of investing in 
technologically more advanced DRAM production equipment is likely to climb to higher levels. Therefore, if market 
pricing conditions turn unfavorable, not only will an expansion of production capability during a subsequent recovery 
be difficult but also investment in finer process technologies for the purpose of reducing costs might be inadequate.  
 
Given these conditions, the Elpida Group has a pressing need to strengthen its business base. To solidify our business 
operations and get better returns on capital investment, in March 2008 the company decided to join with UMC to 
make a full-scale entry into the logic foundry business in the service of Japanese domestic customers. While Elpida 
will continue our strong focus on our core Premier DRAM business, it will develop the foundry business using 
UMC’s manufacturing and marketing know-how. 
 



 

IV. Consolidated Financial Statements 
(1) Consolidated Balance Sheets 

(Millions of yen) 
  As of March 31, 2007 As of March 31, 2008 Change 

(Assets)     
I Current assets     
1. Cash and deposits  166,700 97,564 (69,136)
2. Notes and accounts 

receivable, trade  106,511 69,442 (37,069)
3. Inventories  55,412 74,354 18,942
4. Accounts receivable, other  6,231 21,381 15,150
5. Other current assets  9,957 9,284 (673)
6. Allowance for doubtful 

accounts  (172) (2,454) (2,282)
Total current assets  344,639 269,571 (75,068)

II Fixed assets    
1. Tangible fixed assets  387,226 387,871 645
2. Intangible fixed assets  9,390 8,205 (1,185)
3. Investments and other 

assets  21,181 88,732 67,551

Total fixed assets  417,797 484,808 67,011
Total assets  762,436 754,379 (8,057)

(Liabilities)    
I Current liabilities    
1. Accounts payable, trade  64,948 56,260 (8,688)
2. Current portion of 

long-term debt  28,181 38,400 10,219

3. Current portion of 
obligation under capital 
leases 

 11,809 7,020 (4,789)

4. Accounts payable, other  67,203 30,999 (36,204)
5. Other current liabilities  12,531 21,699 9,168

Total current liabilities  184,672 154,378 (30,294)
II Long-term liabilities    
1. Bond  140,000 160,000 20,000
2. Long-term debt  40,200 81,800 41,600
3. Obligation under capital 

leases   9,423 1,841 (7,582)

4. Other long-term liabilities  9,164 8,485 (679)
Total long-term liabilities  198,787 252,126 53,339

Total liabilities  383,459 406,504 23,045

 -10-



 

(1) Consolidated Balance Sheets (continued) 
(Millions of yen) 

  As of March 31, 2007 As of March 31, 2008 Change 
(Net assets)     
I Shareholders’ equity     

1. Capital stock  155,009 155,611 602
2. Additional paid-in capital  166,051 166,653 602
3. Retained earnings  57,987 34,445 (23,542)
4. Treasury stock  (2) (3) (1)
Total shareholders’ equity  379,045 356,706 (22,339)

II Valuation and translation 
adjustments    

1. Unrealized losses on 
marketable securities  (90) (1,329) (1,239)

2. Deferred gains or losses 
on hedges  (652) (545) 107

3. Foreign currency 
translation adjustments  631 (7,105) (7,736)

Total valuation and 
translation adjustments  (111) (8,979) (8,868)

III Stock subscription rights  43 148 105
Total net assets  378,977 347,875 (31,102)
Total liabilities and net assets  762,436 754,379 (8,057)
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(2) Consolidated Statements of Operations 
(Millions of yen) 

 Fiscal year ended  

 March 31, 2007 March 31, 2008 Change 

Account  Ratio 
(%) 

 Ratio 
(%) 

Increase or 
decrease 

I Net sales 490,039 100.0 405,481 100.0 (84,558) 
II Cost of sales 367,432 75.0 372,141 91.8 4,709 

Gross profit 122,607 25.0 33,340 8.2 (89,267) 
III Selling, general and 

administrative expenses 54,187 11.0 58,280 14.4 4,093 
Operating income/(loss) 68,420 14.0 (24,940) (6.2) (93,360) 

IV Non-operating income   
1. Interest income 1,362 1,483  121 
2. Dividend income 108 287  179 
3. Equity in earnings of 

affiliated company 258 －  (258) 

4. Local government subsidy 396 300  (96) 
5. Others 530 835  305 

   
V Non-operating expenses   

1. Interest expense 4,282 4,292  10 
2. Foreign exchange losses 1,484 4,455  2,971 
3. Equity in losses of affiliated 

company  － 6,613  6,613 

4. Stock issuance costs 384 1  (383) 
5. Bond issuance costs 132 94  (38) 
6. Others 1,156 2,133  977 

Ordinary income/(loss) 63,636 13.0 (39,623) (9.8) (103,259) 

VI Extraordinary income 203 0.0 21,514 5.3 21,311 
VII Extraordinary losses 5,493 1.1 2,958 0.7 (2,535) 

Income/(loss) before income taxes 58,346 11.9 (21,067) (5.2) (79,413) 
Income taxes 5,403 1.1 2,475 0.6 (2,928) 

Net income/(loss) 52,943 10.8 (23,542) (5.8) (76,485) 

  
Note: “Income taxes” consists of corporate tax, inhabitant tax, business tax, deferred tax and prior year tax adjustments. 

 -12-



 

(3) Consolidated Statements of Changes in Net Assets 
For the year ended March 31, 2007                                   (Millions of yen) 

 

 
Shareholders’ equity 

 Capital stock Additional paid-in 
capital Retained earnings  Treasury stock Total shareholders’ 

equity 

Balance as of March31, 2006 87,239 98,339 5,044 (1) 190,621

Changes   

New shares issuance for 
capital increase 67,119 67,061  134,180

New shares issuance for 
execution of stock option 651 651  1,302

Net income  52,943  52,943

Purchase of treasury stock  (1) (1)

Net changes other than 
shareholders’ equity   －

Net changes 67,770 67,712 52,943 (1) 188,424

Balance as of March31, 2007 155,009 166,051 57,987 (2) 
379,045

 
  (Millions of yen) 

 

 Valuation and translation adjustments 

 
Unrealized 

gains or losses 
on marketable 

securities 

Deferred gains or 
losses on hedges

Foreign currency 
translation 

adjustments 

Total valuation and 
translation 

adjustments 

Stock 
subscription 

rights 
Total Net Assets

Balance as of March31, 2006 (195) － 357 162 － 190,783 

Changes       

New shares issuance for 
capital increase    －  134,180 

New shares issuance for 
execution of stock option    －  1,302 

Net income    －  52,943 

Purchase of treasury stock    －  (1) 

Net changes other than 
shareholders’ equity 105 (652) 274 (273) 43 (230) 

Net changes 105 (652) 274 (273) 43 188,194 

Balance as of March31, 2007 (90) (652) 631 (111) 43 
378,977 
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For the year ended March 31, 2008                                  (Millions of yen) 

 
Shareholders’ equity 

 Capital stock Additional paid-in 
capital Retained earnings  Treasury stock Total shareholders’ 

equity 

Balance as of March31, 2007 155,009 166,051 57,987 (2) 379,045

Changes   

New shares issuance for 
execution of stock option 602 602  1,204

Net income (loss)  (23,542)  (23,542)

Purchase of treasury stock  (1) (1)

Net changes other than 
shareholders’ equity   －

Net changes 602 602 (23,542) (1) (22,339)

Balance as of March31, 2008 155,611 166,653 34,445 (3) 356,706

 
 

   (Millions of yen) 

 

 Valuation and translation adjustments 

 
Unrealized 

gains or losses 
on marketable 

securities 

Deferred gains or 
losses on hedges

Foreign currency 
translation 

adjustments 

Total valuation and 
translation 

adjustments 

Stock 
subscription 

rights 
Total Net Assets

Balance as of March31, 2007 (90) (652) 631 (111) 43 378,977

Changes       

New shares issuance for 
execution of stock option    －  1,204

Net income (loss)    －  (23,542)

Purchase of treasury stock    －  (1)

Net changes other than 
shareholders’ equity (1,239) 107 (7,736) (8,868) 105 (8,763)

Net changes (1,239) 107 (7,736) (8,868) 105 (31,102)

Balance as of March31, 2008 (1,329) (545) (7,105) (8,979) 148 347,875
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(4) Consolidated Statements of Cash Flows 
  (Millions of yen) 

 Fiscal year ended Change 

 March 31, 2007  March 31, 2008 increase or 
decrease 

I Operating activities    
Income (loss) before income taxes 58,346 (21,067) (79,413) 
Depreciation and amortization 77,769 94,081 16,312 
Increase in allowance for doubtful accounts  80 2,639 2,559 
Interest and dividend income (1,470) (1,771) (301) 
Interest expense 4,282 4,292 10 
Equity in (earnings) losses of affiliated company (258) 6,613 6,871 
Income from sale of tangible fixed assets (137) (21,179) (21,042) 
Losses on sale and disposal of tangible fixed assets 1,846 2,488 642 
(Increase) decrease in accounts receivable, trade (50,957) 33,423 84,380 
Increase in inventories (15,423) (19,342) (3,919) 
Decrease in accounts receivable, other 10,618 3,004 (7,614) 
Increase (decrease) in accounts payable, trade 23,762 (8,555) (32,317) 
Decrease in accounts payable, other (2,329) (868) 1,461 
Others (2,690) 15,427 18,117 

Subtotal 103,439 89,185 (14,254) 
Interest and dividend received 1,407 1,393 (14) 
Interest paid (4,121) (4,144) (23) 
Income taxes paid (858) (3,332) (2,474) 
Net cash provided by operating activities 99,867 83,102 (16,765) 

II Investing activities    
Disbursements for time deposits (1,495) (703) 792 
Withdrawal of time deposits 351 1,131 780 
Acquisition of investment securities (2,393) (81,831) (79,438) 
Purchases of tangible fixed assets (126,748) (194,004) (67,256) 
Proceeds from sales of tangible fixed assets 279 18,725 18,446 
Purchases of intangible fixed assets (2,572) (1,968) 604 
Decrease in lease receivable 2,082 － (2,082) 
Increase in long-term prepaid expenses (1,050) (1,758) (708) 
Acquisition of business (5,125) － 5,125 
Others 15 14 (1) 
Net cash used in investing activities (136,656) (260,394) (123,738) 

III Financing activities    
Proceeds from long-term debt － 80,000 80,000 
Repayments of long-term debt (39,692) (28,181) 11,511 
Proceeds from issuance of stock 135,098 1,203 (133,895) 
Proceeds from issuance of bond 29,868 19,906 (9,962) 
Repayments of bond (10,000) － 10,000 
Proceeds from sale-and-leaseback transactions 2,377 50,513 48,136 
Repayments of obligation under capital leases (27,080) (12,786) 14,294 
Purchases of treasury stock (1) (1) (0) 
Net cash provided by financing activities 90,570 110,654 20,084 

IV Effect of exchange rates changes on cash and cash 
equivalents 322 (1,953) (2,275) 

V Net increase (decrease) in cash and cash equivalents 54,103 (68,591) (122,694) 

VI Cash and cash equivalents at beginning of the year 111,443 165,546 54,103 
VII Cash and cash equivalents at end of the year 165,546 96,955 (68,591) 
  

 
Free cash flow（I+II） (36,789) (177,292) (140,503) 
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Elpida Memory, Inc. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

March 31, 2008 
 
[Basic important matters for preparation of consolidated financial statements] 
 
1. Scope of consolidation  

 
Consolidated all subsidiaries 
 
Number of the consolidated subsidiaries : 9 
Name of the consolidated subsidiaries: Hiroshima Elpida Memory, Inc. 

Akita Elpida Memory, Inc. 

Elpida Memory (USA) Inc. 

Elpida Memory (Europe) GmbH 

Elpida Memory (Taiwan) Co., Ltd. 

Elpida Memory (Hong Kong) Co., Ltd. 

Elpida Memory (Singapore) Pte. Ltd. 

Elpida Memory (Europe) Sàrl 

Elpida Memory International B.V. 

 
Elpida Memory International B.V. and Elpida Memory (Europe) Sàrl were established and included in the 
consolidated subsidiaries in August 2007 and February 2008 respectively. 

 
2. Application of equity method 

 
Number of the company accounted for by the equity method : 2 
Name of the company accounted for by the equity method : Tera Probe, Inc. 

Rexchip Electonics Corporation 
 
In May 2007, the Company invested in Rexchip Electronics Corporation and is accounted for by the equity method. 

 
3.  The fiscal year end date for the consolidated subsidiaries 

 
The fiscal year end date for the consolidated subsidiaries is the same as the Company. 

 
4. Accounting principles 

 
(1) Investment securities 

 
Marketable securities classified as other securities are carried at fair value with changes in unrealized holding 
gains or losses, net of the applicable income taxes, included directly in net assets. Cost of securities sold is 
determined by the moving average method. Other securities with no fair value are stated at moving average 
cost. 
 

(2)  Derivatives 
 
Derivatives are stated based on a market value method. 

 
(3)  Inventories 

 
Inventories are stated at the lower of cost or market. 
The cost of finished products, semifinished components, work in process and raw materials is determined by 
the first-in, first-out basis, except for work in process of subsidiaries determined by the average method. 
The cost of supplies is determined individually, except for supplies of a subsidiary are stated at cost 
determined by the most recent purchase price method. 
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(4)  Property, plant and equipment and depreciation 

 
Property, plant and equipment are stated at cost. Depreciation is computed using the straight-line method 
based on the following estimated useful lives of the assets. Maintenance and repairs, including minor renewals 
and betterments, are charged to income as incurred. 
 
Buildings and structures:  2 to 60 years 
Machinery and equipment:  2 to 22 years 
Furniture and fixtures:  2 to 23 years 
Leased assets which meet certain criteria are capitalized and amortized on a straight-line basis over the lease 
terms. 
 
(Change in accounting policy) 
Effective from the year ended March 31, 2008, the Company and its domestic subsidiaries changed the 
depreciation method for the property, plant and equipment acquired after March 31, 2007 due to the revision 
of Japanese Corporation Tax Law and its regulation. As a result of this change, operating loss, ordinary loss, 
and loss before income taxes have increased by ¥1,513 million respectively. 
 
Certain costs incurred to develop or obtain internal use computer software are capitalized and are amortized on 
a straight-line basis over the estimated useful life of 5 years. 

 
(5)  Stock and bond issuance costs 
 

Stock and bond issuance costs are charged to income as incurred. 
 

(6)  Allowance for doubtful accounts 
 

An allowance for doubtful accounts is provided based on credit loss history and an evaluation of any specific 
doubtful receivables. 
 

(7) Accrued bonuses 
 
Accrued bonuses to employee are provided for the estimated amounts, which the company will pay based on 
the service provided during the current period. 

 
(8) Accrued bonuses to directors 

 
Accrued bonuses to directors are provided for the estimated amounts, which the company will pay based on 
the service provided during the current period. 

 
(9) Allowance for inventories devaluation 

Following purchase of inventories from consignment factories, the company reserved allowance on 
devaluation losses at end of period, which the company expects to bear. 

 
(10) Pension and severance plans for empolyees 

 
Pension and severance costs were accrued based on the benefit obligations and pension plan assets at the end 
of the current fiscal year. 
Unrecognized prior service cost and actuarial loss are amortized on the straight-line method over the average 
remaining service period of employees expected to receive benefits under the plan, which is currently 15years. 

 
(11) Severance plans for directors and statutory auditors 

 
Severance costs were accrued based on the benefit obligations at end of period. 

 
(12) Accrual for settlements and litigation 

 
The Company has provided an accrual for the settlements and litigation relating to the anti-trust disputes and 
litigation in northern America. 
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(13) Foreign currency translation 

 
Foreign currency receivables and payables are translated into Japanese yen at effective period-end exchange 
rates and the resulting transaction gains or losses are taken into the consolidated results. The balance sheet 
accounts of foreign consolidated subsidiaries and an affiliated company are translated into Japanese yen at 
effective period-end exchange rates, except for the components of shareholders’ equity which are translated at 
their historical exchange rates, and all income and expense accounts are translated at the average exchange rate 
in effect during the period. The resulting translation differences are recorded in a separate component of 
shareholders’ equity as translation adjustments. 

 
 (14) Major lease transactions 

 
Capital leases are as per accounting of sales. 

 
 (15) Hedge accounting 

 
(i) Hedge accounting 

The company has adopted deferral hedge accounting for its derivative transactions. Some interest rate 
swaps have been adopted exceptional treatment under Japanese GAAP. 

(ii) Derivative instruments and subject 
The interest rate swap is as the derivative instruments and the long-term debt and bond are subject to 
hedge. 

(iii) Policy of derivative transactions 
The Company has entered into interest rate swap agreements in order to manage certain risks arising from 
adverse fluctuation in interest rates. 

(iv) Evaluation of Hedge effectiveness 
Hedge effectiveness is determined by comparing the cumulative changes in cash flows or fair values from 
the hedging instruments with those from the hedged items.  As a result of the evaluation of hedge 
effectiveness, inapplicable hedging instruments are excluded from hedge accounting. 
The evaluation of hedge effectiveness is omitted for interest rate swaps under exceptional treatment. 

 
(16) Consumption tax and other 

 
Accounted exclusive of consumption taxes and local consumption taxes. 
 

5. Valuation of assets and liabilities of consolidated subsidiaries 
 
The Company adopts the partial fair value method. 

 
6. Amortization of Goodwill 

 
Goodwill is amortized on a straight-line method over 5 years or 15years. 

 
7. Cash and cash equivalents in the consolidated statements of cash flows 

 
Cash and cash equivalents consist of cash on hand, cash in banks which can be withdrawn at any time and 
short-term investments with a maturity of three months or less when purchased which can easily be converted to 
cash and are subject to little risk of change in value. 

 



 

 
(Notes to Consolidated statements of changes in net assets) 
 
For the year ended March 31, 2007 
1. Type and number of shares outstanding and treasury stock 

 Number of shares as 
of March 31, 2006 

Number of shares 
increased in the current 

period 

Number of shares 
decreased in the current 

period 

Number of shares as 
of March 31,2007 

Outstanding shares   

Common  stock 96,468,400 32,820,500 － 129,288,900

Total 96,468,400 32,820,500 － 129,288,900

Treasury stocks   

Common  stock 315 211 － 526

Total 315 211 － 526

*1. Increase in the number of shares outstanding of 30,000,000 shares was due to the public offering of shares, 
2,300,000 shares was due to the allocation of shares to a third party, and 520,500 shares was due to the execution 
of stock options. 

2. Increase in the number of treasury stock of 211 common stocks was due to purchase of less-than-one-unit shares. 
 
2. Stock subscription rights 

Objective and Number of Shares Applicable to Share 

 

Breakdown 
of stock 

subscription 
rights 

Type of 
shares 

Number of 
shares as of 

March 31,2006

Increase in the 
Number of 

Shares during 
the current 

period 

Decrease in the 
Number of 

Shares during 
the current 

period 

Number of 
shares as of 
March 31, 

2007 

Balance of 
shares as of 

March 31, 2007
(millions of 

yen) 

Issuing 
company 

Stock 
subscription 
rights as 
stock option 

Common 
stock － － － － 43
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For the year ended March 31, 2008 
1. Type and number of shares outstanding and treasury stock 

 Number of shares as 
of March 31, 2007 

Number of shares 
increased in the current 

period 

Number of shares 
decreased in the current 

period 

Number of shares as 
of March 31,2008 

Outstanding shares   

Common  stock 129,288,900 481,500 － 129,770,400

Total 129,288,900 481,500 － 129,770,400

Treasury stocks   

Common  stock 526 314 － 840

Total 526 314 － 840

*1. Increase in the number of shares outstanding of 481,500 shares was due to the execution of stock options. 
2. Increase in the number of treasury stock of 314 common stocks was due to purchase of less-than-one-unit shares. 

 
2. Stock subscription rights 

Objective and Number of Shares Applicable to Share 

 

Breakdown 
of stock 

subscription 
rights 

Type of 
shares 

Number of 
shares as of 

March 31,2007

Increase in the 
Number of 

Shares during 
the current 

period 

Decrease in the 
Number of 

Shares during 
the current 

period 

Number of 
shares as of 
March 31, 

2008 

Balance of 
shares as of 

March 31, 2008
(millions of 

yen) 

Issuing 
company 

Stock 
subscription 
rights as 
stock option 

Common 
stock － － － － 148

 
 
 
 (Notes to Consolidated statements of cash flow） 

1．Cash and cash equivalents at March 31, 2007 and 2008 are reconciled to the account reported in the  
consolidated balance sheet as follows : 

 As of March 31, 2007 As of March 31, 2008 
 

(Million of yen) (Million of yen) 

Cash on hand and in banks 166,700 97,564 

Less : Time deposits due over three months 1,154 609 

Cash and cash equivalents 165,546 96,955 

 
2．Significant non-cash transactions 
 For the year ended March 31, 

2007 
For the year ended March 31, 

2008 
 

(Million of yen) (Million of yen) 

(1)Purchase of assets by finance lease 
transaction 

(2)Purchase of marketable securities by 
Investment in-kind 

990 

4,838 

415 

- 
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(Lease transactions) 
At March 31, 2007 and 2008, the Company had operating leases with minimum rental commitments as follows: 
 
 As of March 31, 2007 As of March 31, 2008 
 

(Million of yen) (Million of yen) 

Due within 1 year 8,832 22,426 

Due over 1 year 9,584 27,064 

Total 18,416 49,490 

 
 
 
(Marketable securities) 
(1) Other marketable securities 

(Millions of yen) 
As of March 31, 2007 As of March 31, 2008 

Cost Fair Value Variance Cost Fair Value Variance
Securies of which fair 
value below cost       

Marketable securities 2,334 2,249 (85) 2,441 1,305 (1,136) 

 
(2) Securities with no fair value 

(Millions of yen) 

 Book value 

Other securities 
Unlisted bonds 2,132 

Total 2,132 

 
 

(3) Redemption schedule of securities with maturity and held-to-maturity bonds of other securities 

(Millions of yen) 
 Within one year Over one year 

within five years 
Over five years 
within ten years Over ten years 

Bonds － 2,132 － － 

Total － 2,132 － － 
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(Derivative Financial Instruments) 
Notional Amounts, Fair Value and Unrealized Gain or Loss of Derivatives 
 
1. Currencies 

(Millions of yen) 
March 31, 2007 March 31,2008 

Classification Description 
Notional 
amount 

Notional amount 
more than 

1 year 
Fair 

value 
Gain 
(loss) 

Notional 
amount 

Notional amount 
more than 

1 year 
Fair 

value 
Gain 
(loss)

Forward foreign 
exchange contract

  

Selling:   
U.S. dollar 40,045 – 39,825 220 17,561 – 16,196 1,365

Buying:   

Transactions 
other than 
market 
transactions 

U.S. dollar 586 – 586 0 – – – –

Total – – – 220 – – – 1,365

Note: The fair values are based on market quotations. 
 

2. Interest Rates 
(Millions of yen) 

March 31, 2007 March 31,2008 

Classification Description 
Notional 
amount 

Notional amount 
more than 

1 year 
Fair 

value 
Gain 
(loss) 

Notional 
amount 

Notional amount 
more than 

1 year 
Fair 

value 
Gain 
(loss)

Interest rate swap   Transactions 
other than 
market 
transactions 

Receiving fixed 
paying floating 
rates  

– – – – 50,000 50,000 (184) 484

Total – – – – – – – 484

Note:  
(1) The fair values are based on quotations from financial institutions. 
(2) The above information excludes derivatives accounted for as hedge instruments. 
(3) In the fiscal year ended March 31, 2008, the interest rate swaps shown have become inapplicable for hedge accounting 

and therefore the deferred gains or losses are recognized in the income statement as adjustment to interests over the 
maturity period of the underlying transactions.  The fair value is included in the Other Long-term Liabilities on the 
consolidated balance sheet. 
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(Segment Information) 
[Business Segment Information] 

During the year ended March 31, 2007 and the year ended March 31, 2008, our group was operating a single 
segment of the semiconductor business centering on DRAM, so the information by business segment is omitted. 

 

[Geographical segment information]  
For the fiscal year ended March 31, 2007 

 Japan 
(MY) 

Asia 
(MY) 

Europe
(MY) 

North 
America

(MY) 

Total 
(MY) 

Offset or 
corporate 

total 
(MY) 

Consoli-d
ated 

(MY) 

Sales        
(1) Sales to third parties 174,248 129,754 33,854 152,183 490,039 － 490,039
(2) Inter-segment sales and 

transfers 296,753 161 119 283 297,316 (297,316) －

Total 471,001 129,915 33,973 152,466 787,355 (297,316) 490,039
Operating expenses 412,884 127,232 32,262 146,695 719,073 (297,454) 421,619
Operating income 58,117 2,683 1,711 5,771 68,282 138 68,420
Assets 743,317 48,830 8,877 29,029 830,053 (67,617) 762,436
Note 1: Countries and regions are grouped according to the geographical closeness.  
 2: Major countries and regions other than Japan are as follows:  
  (1) Asia: Hong Kong, Singapore and Taiwan  
  (2) Europe: Germany 
  (3) North America: the United States 

 

For the fiscal year ended March 31, 2008 

 Japan 
(MY) 

Asia 
(MY) 

Europe
(MY)

North 
America

(MY) 

Total 
(MY) 

Offset or 
corporate 

total 
(MY) 

Consoli-d
ated 

(MY) 

Sales        
(1)Sales to third parties 220,100 84,508 30,425 70,448 405,481 － 405,481
(2)Inter-segment sales and 

transfers 176,909 52 16 48 177,025 (177,025) －

Total 397,009 84,560 30,441 70,496 582,506 (177,025) 405,481
Operating expenses 422,103 85,317 30,753 69,273 607,446 (177,025) 430,421
Operating income (loss) (25,094) (757) (312) 1,223 (24,940) 0 (24,940)
Assets 752,687 22,559 6,529 14,761 796,536 (42,157) 754,379
Note 1: Countries and regions are grouped according to the geographical closeness.  
 2: Major countries and regions other than Japan are as follows:  
  (1) Asia: Hong Kong, Singapore and Taiwan  
  (2) Europe: Germany and Switzerland 
  (3) North America: the United States  
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 [Overseas sales]  

For the fiscal year ended March 31, 2007 

 North America Asia Europe Total 
I Overseas sales (MY) 152,073 133,664 33,855 319,592
II Consolidated sales (MY)  490,039
III Ratio of overseas sales over 

consolidated sales (%) 31.0 27.3 6.9 65.2

Note 1: Countries and regions are grouped according to the geographical closeness.  
 2: Major countries and regions other than Japan are as follows:  
  North America: the United States 
  Asia: Taiwan, Singapore and Hong Kong 
  Europe: Whole area  
 3: The amount of overseas sales is the amount of sales made by our Company and consolidated subsidiaries 

in countries and regions outside Japan. 

 

For the fiscal year ended March 31, 2008 

 North America Asia Europe Total 
I Overseas sales (MY) 71,672 146,534 30,428 248,634
II Consolidated sales (MY)  405,481
III Ratio of overseas sales over 

consolidated sales (%) 17.7 36.1 7.5 61.3

Note 1: Countries and regions are grouped according to the geographical closeness.  
 2: Major countries and regions other than Japan are as follows:  
  North America: the United States 
  Asia: Taiwan, Singapore and Hong Kong 
  Europe: Whole area  
 3: The amount of overseas sales is the amount of sales made by our Company and consolidated subsidiaries 

in countries and regions outside Japan.  
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(Business Combinations) 

For the fiscal year ended March 31, 2008 

1. Outline of the business combination 

(1) Business operations subject to business combination 
DRAM wafer processing 

(2) Legal structure of business combination 
Formation of a joint venture 

(3) Name of the joint venture 
Rexchip Electronics Corporation 

(4) Outline of the transaction 
Under the joint venture agreement with Powerchip Semiconductor Corporation, the Company has made an 
investment in Rexchip Electronics Corporation on May 25, 2007 in order to increase its production capacity. 

2. Outline of the accounting 
The Company and Powerchip Semiconductor Corporation have entered into an agreement under which the two 
independent companies acquire shares of voting stock of Rexchip Electronics Corporation solely in exchange 
for their contributions and jointly control Rexchip Electronics Corporation.  There is no certain fact that 
indicates other controlling relationships. Based on these, the business combination is considered to be a 
formation of a joint venture and is accounted for under the pooling of interests method of accounting for 
business combinations. 
The Company’s investment in Rexchip Electronics Corporation is shown as investment securities on its 
consolidated balance sheets. 

 (Amounts Per Share) 

(yen) 
For the year ended 

March 31,2007 
For the year ended 

March 31,2008 

Shareholders’ equity per share      ¥2,930.92 Shareholders’ equity per share     ¥2,679.57 
Net income per share              ¥ 444.00 Net loss per share               ¥181.58 
Diluted net income per share        ¥ 437.94   Diluted net income per share*           － 

*Diluted net income per share is not shown because the Company had a net loss per share during the period.  
 

 
 

 
Basis for calculation of net income (loss) per share is as follow: 

 
(Millions of yen) 

 For the year ended 
March 31,2007 

For the year ended 
March 31,2008 

Net income (loss)  52,943 (23,542) 

Amount not attributable to common stock － － 

Net income (loss) attributable to common stock 52,943 (23,542) 
Average number of shares outstanding during 
the year (thousand shares) 119,242 129,648 

Increase number of shares outstanding during 
the year (thousand shares)          
(Including Stock options (thousand shares)) 

1,651 
(1,651) 

－ 

Securities that could potentially dilute basic 
EPS in the future that were not included in the 
fully diluted computation because they would 
have been antidilutive 

－ 
Stock options 
(number of options: 
30,157) 
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(Important Subsequent Events) 
 
For the fiscal year ended March 31, 2008 
 

Merger of consolidated subsidiary 
 

Hiroshima Elpida Memory, Inc., a 100% owned subsidiary of the Company, has merged into the Company on 
April 1, 2008. 
 
1. Purpose of merger 
 
The Company wishes to and is in the process of fully merging its operations with its 100% owned DRAM 
manufacturing subsidiary, Hiroshima Elpida Memory, Inc.  The result should be a centralized management 
structure to coordinate technology development, manufacturing and sales that can deliver greater management 
efficiency and a stronger business base. 
 
2. Effective date of merger 
 
April 1, 2008 
 
3. Method of merger 
 
In accordance with Article 796, Paragraph 3 and Article 784, Paragraph 1 of the Corporate Law, Hiroshima 
Elpida Memory, Inc. has merged into the Company and has dissolved. 
 
4. Increase in Capital Stock 
 
There is no issuance of new shares or increase in Capital Stock associated with the merger. 
 
5. Method of accounting 
 
The merger is accounted for as a common control transaction. 
 
6. Assets and liabilities taken over 
 
As of the effective date of the merger, the Company has taken over all assets, liabilities, rights and obligations 
of Hiroshima Elpida Memory, Inc. 
 
The financial position of Hiroshima Elpida Memory as of March 31, 2008 was as follows: 
 
Total assets  ¥478,995 million 
Total liabilities ¥476,963 million 
Net assets   ¥2,032 million 
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Appendix (Unaudited) 
1. Selected Quarterly Consolidated Statements of Operations 

(Millions of yen) 
Jan-Mar 2007 
(4Q-FY2006) 

Apr-Jun 2007 
(1Q-FY2007) 

Jul-Sep 2007 
(2Q-FY2007) 

Oct-Dec 2007 
(3Q-FY2007) 

Jan-Mar 2008 
(4Q-FY2007)  

 ％ ％ ％  ％ ％

Net sales 144,185 100.0 109,482 100.0 111,555 100.0 94,047 100.0 90,397 100.0

Gross profit (loss) 29,356 20.4 17,455 15.9 19,764 17.7 5,180 5.5 (9,059) -10.0

Selling, general and 
administrative expenses 14,424 10.0 13,712 12.5 13,624 12.2 14,120 15.0 16,824 18.6

Operating income (loss) 14,932 10.4 3,743 3.4 6,140 5.5 (8,940) -9.5 (25,883) -28.6

Income (loss) before income 
taxes 12,794 8.9 22,426 20.5 1,216 1.1 (13,019) -13.9 (31,690) -35.1

Net income (loss) 8,485 5.9 14,554 13.3 3,274 2.9 (12,129) -12.9 (29,241) -32.3

EBITDA(1) 36,002 25.0 45,495 41.6 25,229 22.6 12,088 12.9 (5,506) -6.1

Average exchange rate 
(Yen to a U.S. Dollar) 119.52 119.02 120.40 114.07 109.12 

 
2. Selected Consolidated Financial Data 

(Figures in millions of yen otherwise specified) 
 Mar 31, 2007 

(4Q-FY2006) 
Jun 30, 2007 
(1Q-FY2007) 

Sep 30, 2007 
(2Q-FY2007) 

Dec 31, 2007 
(3Q-FY2007) 

Mar 31, 2008 
(4Q-FY2007) 

Cash and time deposits 166,700 116,467 96,954 97,496 97,564 

A/R collection period(2) 66 days 65 days 61 days 69 days 69 days 

Inventory holding period(3) 43 days 53 days 62 days 78 days 67 days 

Interest-bearing debt(4)  229,613 223,511 206,535 224,108 289,061 

Net D/E ratio(5) 0.17 times 0.27 times 0.28 times 0.33 times  0.55 times 

Shareholders’ equity ratio(6) 49.7% 51.4% 51.0% 49.6% 46.1% 

 

3. Selected Consolidated Statements of Cash Flows 
(Millions of yen) 

 Jan-Mar 2007 
(4Q-FY2006) 

Apr-Jun 2007 
(1Q-FY2007) 

Jul-Sep 2007 
(2Q-FY2007) 

Oct-Dec 2007 
(3Q-FY2007) 

Jan-Mar 2008 
(4Q-FY2007) 

Net cash provided by operating 
activities 29,287 51,927 31,870 13,188 (13,883) 

Net cash used in investing activities (45,822) (107,600) (72,935) (30,957) (48,902) 

Net cash provided by (used in) 
financing activities (3,788) 4,800 23,504 17,649 64,701 

Free cash flow (16,535) (55,673) (41,065) (17,769) (62,785) 

 
 

                              
(1) EBITDA = Income (loss) before income taxes + Interest expense + depreciation and amortization 
(2) A/R collection period (days) = Accounts receivable, trade / Average monthly net sales x 30 days 
(3) Inventory holding period (days) = Inventories / Average monthly cost of sales x 30 days 
(4) Interest-bearing debt = Bond + Short-term debt + Long-term debt + Obligation under capital leases 
(5) Net D/E ratio (times) = (Interest-bearing debt – Cash and time deposits) / Total net assets 
(6) Shareholders’ equity ratio (%) = (Total net assets – Share subscription rights) / Total Assets x 100 
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