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PCOATIVEN July 2, 2007

Company Name: HOYA CORPORATION
e : Representative: Hiroshi Suzuki
i President and CEO
(TSE Code: 7741)

Contact: Manager of Corporate Communications
Naoji [to

Telephone: 03-3952-1160

Notice of Commencement of Tender Offer for the Shares of PENTAX Corporation

HOYA Corporation (the “Company” or the “Tender Offeror”) announces that it determined in
accordance with a decision of the representative executive officer dated July 2, 2007 to acquire (1) the
common stock of PENTAX Corporation (Code: 7750, the first section of the Tokyo Stock Exchange;
the “Target” or “PENTAX"), (2) the yen-denominated Convertible Bonds with Share Subscription
Warrants (shinkabu yoyaku ken) issued in accordance with a resolution of the Target’s board of
directors’ meeting held on October 14, 2003 (the “PENTAX Bonds with Share Subscription
Warrants™), and (3) PENTAX First Series Share Subscription Warrants (shinkabu yoyaku ken) (the
“PENTAX Share Subscription Warrants”) which were issued in accordance with a resolution of the
Target’s board of directors” meeting held on May 23, 2005 and an approval of the Target’s annual

| general meeting of shareholders held on June 24, 2005, through the tender offer {(the “Tender Offer”).
If the Tender Offeror fails to acquire all shares of the Target’s common stock by the Tender Offer, the
Tender Offeror contemplates causing the Target to be its wholly owned subsidiary by any appropriate
transaction.

1. Purpose of the Tender Offer
(1 Background of the Tender Offer

The Tender Offeror started as an optical glass manufacturer. Since its inception, the Tender
Offeror has been diversifying its business by leveraging its optical material technologies and
precision processing technologies. The Tender Offeror has successfully built a global niche
market through aggressive technological innovation and has established leadership in its areas
of expertise, resulting in strong earnings. In the information technology area, the Tender
Offeror has maintained a leading position globally for its semiconductor-related mask blanks
and glass disk substrates for hard disk drives, and it is positioned as one of the leading
manufacturers in optical glass and lenses. The Tender Offeror has also established a leading
position in the eye care area, including eyeglass lenses. The Tender Offeror continues to
cultivate new business areas, in particular medical-related area as a key factor for further
growth which are positioned as mid- to long term core growth drivers, and has initiated the
global business development of intraccular lenses used for surgical treatment of cataracts.

The expertise of the Target stems from its long-accumulated know-how attained through the
development and manufacture of cameras and lenses. The Target has successfully adopted its
optical design and image processing technology for use in a variety of product areas and has
developed businesses based on this optical technology. In the life care business, the Target
has made early progress in developing a leading global position in the production of
endoscopes, and it is also marketing globally varicus other products such as medical
accessories and new ceramics for bone grafts. In the optical components business, the Target
has leveraged its competitive edge in advanced optical technologies, where its major products
include digital camera modules and DVD/CD convertible pickup lenses and has also built a
strong global brand of digital cameras in its imaging system division.
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As to the adoption of optical technologies to the medical area, the Tender Offeror and the
Target have been developing advanced medical products such as endoscope diagnostics,
minimally invasive surgical technologies and bionic materials including new ceramics and
intraocular lenses. While the market in this area is expanding globally with further growth
expected, competition has also been increasing globally. In order to continue delivering
growth in this market, both companies recognize that it is critical to establish advantages in
technology through research and development and mergers and acquisition activities and to
build a global marketing system under which activities to spread technology and methods of
new diagnosis and treatment will be performed together with patients and medical experts.
Large investments would be required to achieve such product development and global
marketing activitics, The Tender Offeror believes that it would be possible to accelerate the
growth of the Tender Offeror and the Target in this area if the Tender Offeror’s ample cash
flow is selectively appropriated to this area and the Tender Offeror offers its know-how
attained from its global development of the eye care business to the Target.

Significant structural changes have occuired in optical equipment and related materials since
the emergence of digital cameras. Competitors in Asia have grown rapidly and are expected
to continue gaining market share through low price campaigns and increasing the added value
of their products. Along with existing optical manufacturers, home appliance makers have
also entered the digital camera market, further intensifying competition in this area. In order
to maintain growth in this environment, it is necessary to be distinguished from competitors by
reinforcing cost competitiveness by lowering production costs and by increasing added value
focusing on technologies. To that end, a qualitative transformation of our business structure
would be required. In optical equipment and related materials, we believe that, if the Target’s
optical design and processing technologies and the Tender Offeror’s optical material
development and precision processing technologies and mass production capability of optical
lenses are vertically integrated, we could become the only optical manufacturer in the global
market having the ability of creating new optical module system products.

The Tender Offeror and the Target have reached a common understanding as described above
after several discussions over a long-term period since spring 2006. Both companies have
recognized the need to integrate, as a best business partner, each other’s respective strengths in
various areas to build a firm business structure and accelerate business growth by establishing
a system which would allow us to allocate management resources focusing on strategic areas.
On December 21, 2006, the Tender Offeror and the Target executed the Basic Understanding
Regarding Merger (the “Basic Understanding™). Since then, the Tender Offeror and the Target
held discussions aiming to enter into the definitive merger agreement in early April 2007.
Since the execution of the Basic Understanding through early April 2007, both companies,
with participation of their respective representatives and responsible directors as well as many
members of mainly the headquarter division, proceeded preparations necessary for integration
and examined the organizational operation after integration. The Tender Offeror understands
that the employees of both companies did not have any differences of understanding in any
material respect with respect to the preparations for the integration which might impede the
integration as they proceeded with the discussions. However, the Tender Offeror was
informed by the Target that the Target would have to abandon the planned merger as a result
of comprehensively considering both internal and external conditions including shareholders.
As stated in the Tender Offeror’s press release dated April 23, 2007 entitled “Regarding
Continuation of Discussion on Takeover Offer to PENTAX,” the Tender Offeror found that it’
would be practically difficult to achieve management integration through the merger
scheduled on October 1, 2007 as contemplated in the Basic Understanding considering the
circumstances of certain shareholders of the Target as well as the existing agreements between
the Target and the third parties. Under such circumstances, the Tender Offeror officially
proposed to the Target to begin discussion regarding a tender offer in which the Tender
Offeror purchases all shares of the Target for cash as an alternative measure in order to
achieve management integration between both companies in the manner of the tender offer,
pursuant to the provisions of the Basic Understanding prescribing that, if the management
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integration through the merger becomes practically difficult, both companies shall prompily
and faithfully discuss any alternative for management integration based on the purpose and
spirit set forth in the Basic Understanding. Both companies already examined such tender
offer and continued to discuss it under the Basic Understanding. As a result, the Tender
Offeror and the Target reached an agreement on May 31, 2007 as follows: (a) they confirm
their understanding that the management integration of both companies would contribute to
the increase of the corporate value of the Tender Offeror and the Target, as understood at the
time of the execution of the Basic Understanding; (b) with respect to the manner of the
integration of management, first the Tender Offeror will conduct the tender offer for all shares
of the Target; and (c) thereafter, considering any effect on taxes or accounting to be
considered in connection with the integration between the Tender Offeror and the Target, the
determination of the applicability of the ongoing disclosure requirements under the United
States Securities Act, and existing agreements with third parties, the Tender Offeror will
become an wholly owning parent company of the Target through a share exchange or other
appropriate business reorganization transaction following the Tender Offet so that the
management of both companies will be integrated. Subsequently, on June 15, 2007, the
Tender Offeror and the Target agreed to modify a part of the terms of the tender offer
determined by the above-mentioned agreement, such as the timing of the commencement of
the tender offer, the minimum number of shares intended to be purchased and the purchase
price of the Target’s common stock.

Purpose of the Tender Offer

The ultimate purpose of the Tender Offeror is to completely integrate the management of the
Tender Offeror and the Target through the Tender Offer. The Tender Offeror expects to
enhance corporate value by utilizing the two companies’ strength in optical and precision
processing technologies to develop appealing products and provide them to a broader
customer base.

Following the Management Integration, based on the common core technological foundation
in optics, imaging and materials, both companies will be able to optimize their business
portfolios, focusing on the life care, optics, information technology, eye care and imaging
systems areas. Expected stable revenues from the information technology and eye care areas
will support the life care area in achieving strategic growth. In addition, vertical integration in
the optics field will lead to qualitative structural reform and further strengthen
competitiveness.

The businesses of the new company group after the integration will be operated in accordance
with the basic policies as follows:

(i} Life care area (endoscopes, medical accessories, new ceramics, and intraocular lenses):

Life care is positioned as a strategic growth area. The Tender Offeror and the Target will
pursue business development in the minimally invasive medical area where future
demand is expected to grow. The new company will operate in areas which range from
diagnostic to treatment fields, such as minimally invasive diagnosis using endoscopes
and treatment using laparoscopes and endoscopes, and will focus on globally cultivating
bionic material markets including new ceramics and intraocular lenses. In addition, the
Tender Offeror and the Target will selectively invest to enhance product development
capabilities through research and development and M&A strategies and to strengthen
sales and marketing structures in Japan and overseas. Through these measures, both
companies aim te double the size of their life care business.

(ii) Optics area (optical glass and lenses, digital camera modules, micro-lenses, etc.}:

The Tender Offeror and the Target will vertically integrate the design, materials, lenses,
processing and module groups in the optics area, which is expected to strengthen cost

competitiveness and to lead to qualitative structural reform of technology development
capacity. They aim to become the only optics manufacturer in the global market which




will be able to create new optics module system products. The Tender Offeror and
Target will mutually uiilize their respective manufacturing sites and customer bases, in
order to secure a competitive cdge against structural change in the optics industry
including newly emerging Asian players.

(iii) Information technology area {mask blanks and glass disk substrates):

This is a core emerging driver where the Tender Offeror has secured a leading market
position globally. The new company group after the integration aims to further
strengthen competitiveness and growth in this area.

{(iv) Eye care area (eyeglass lenses and contact lenses):

Stable growth is expected in this business area. Positioning this business area as another
core earnings driver of the new company group after the integration, the Tender Offeror

and the Target will continue to further strengthen competitiveness and further grow this

business area.

(v) Imaging systems area (digital cameras and binoculars, etc.)

In order to enhance the business’s value, the new company will differentiate its offerings
by specializing in high-value added products with unique technology and will focus on
areas where it has a competitive edge. This area will be positioned as a foundation for
development of new optical-related equipment and is expected to diversify into the life
care and security business areas.

(vi) With respect to new areas and other areas, the Tender Offeror and the Target seek to
invest aggressively in areas where they see future earnings growth opportunities. At the
same time, they will focus on selected business areas to improve efficiency and to
achieve optimal usage of managerial resources.

The Target's PENTAX brand will continue in consideration of its importance and economic
value after the management integration between the Tender Offeror and the Target.

(3) Purchase Price
(i} Common Stock

In executing the Basic Understanding, the Tender Offeror and the Target, respectively,
requested a third party financial institution — UBS Securities Japan Ltd. (“UBS”) for the
Tender Offeror and Morgan Stanley Japan Limited (“Morgan Stanley™) for the Target —
to evaluate the merger ratio in order to achieve fairness. Each third party financial
institution calculated the corporate value and the equity value of the Tender Offeror and
the Target, respectively, using the average market price analysis, the discounted cash
flow analysis (“DCF analysis™}, the comparable trading multiples analysis and other
methods. The Tender Offeror considered UBS’s calculation of the merger ratio and the
Target also considered Morgan Stanley’s calculation of the merger ratio. They then
negotiated based on their respective consideration. As a result, they agreed on the merger
ratio (the “Merger Ratic”) under which 0.158 shares of the Tender Offeror’s commeon
stock will be allotted for every share of the Target’s common stock and executed the
Basic Understanding prescribing the Merger Ratio on December 21, 2006.

However, the management of the Target reported to the Company that, given the move of
the market price of common stock of the Tender Offeror and the Target after the
execution of the Basic Understanding, some shareholders expressed their dissatisfaction
with the Merger Ratio. Furthermore, the Company determined that it would be difficult
to achieve management integration through the merger scheduled on October 1, 2007 as
contemplated in the Basic Understanding considering the existing agreements between
the Target and the third parties and other circumstances. Therefore, the Company
proposed to the Target to achieve the management integration of both companies through
a tender offer in which the Tender Offeror purchases all shares of the Target for cash.




(i)

(iii)

As described below, the purchase price of 770 yen per share of the common stock under
the Tender Offer (the “Purchase Price”) is the price based on the Merger Ratio plus an
additional premium.

The price (709.42 yen) which was obtained by multiplying the Company's closing price
of 4,490 yen on the Tokyo Stock Exchange, Inc. on December 20, 2006, the day
immediately preceding the day on which the Company and the Target executed the Basic
Understanding by the Merger Ratio represents a premium of approximately 10.50% of
the Target's closing price of 642 yen on the Tokyo Stock Exchange, Inc. Based on the
average closing price on the Tokyo Stock Exchange, Inc. for the three-month period from
September 21, 2006 to December 20, 2006, the Merger Ratio represents a premium of
approximately 27.05% of the average closing price of 559 yen (rounded to the nearest
yen) on the Tokyo Stock Exchange, Inc.

The Purchase Price represents a premium of approximately 19.94% of the Target’s
closing price of 642 yen on the Tokyo Stock Exchange, Inc. on December 20, 2006, the
day immediately preceding the day on which the Company and the Target executed the
Basic Understanding, and also represents a premium of approximately 37.75% of the
average closing price of 559 yen (rounded to the nearest yen) on the Tokyo Stock
Exchange, Inc. for the three-month period from September 21, 2006 to December 20,
2006.

PENTAX Bonds with Share Subscription Warrants

The purchase price for each of the PENTAX Bonds with Share Subscription Warrants
under the Tender Offer is 1,433,056 yen, which is obtained by dividing the issue price of
each bond (100.5% of the face value of 1,000,000 yen) by 540 yen (convertible price)
and multiplying by the purchase price of 770 yen per share of the common stock under
the Tender Offer (the Purchase Price). If the Tender Offer is successfully completed, any
PENTAX Bonds with Share Subscription Warrants which were not tendered under the
Tender Offer will be subject to early redemption at their face value of 1,000,000 yen in
accardance with the early redemption clause of the PENTAX Bonds with Share
Subscription Warrants, The purchase price for each of the PENTAX Bonds with Share
Subscription Warrants under the Tender Offer represents a premium of approximately
43.31% of the early redemption amount of 1,000,000 yen.

PENTAX Share Subscription Warrants

Taking into consideration that (x) the Target’s board of directors resolved to cancel the
PENTAX Share Subscription Warrants on the day immediately following the end of the
Tender Offer period on condition that the Tender Offer is successfully completed, and (y)
even if the Tender Offer is successfully completed and the Tender Offeror acquires the
PENTAX Share Subscription Warrants, the Tender Offeror is not able to exercise them,
the purchase price for each of the PENTAX Share Subscription Warrant under the
Tender Offer is determined to be one (1) yen.

The Target and the Tender Offeror agreed that until the completion of the integration of
the management of both companies the Target will not, without prior written consent of
the Tender Offeror, trigger its takeover defense measure (including the trust-type rights
plan adopted with an approval of the Target’s annual general meeting of shareholders
held on June 24, 2005). The Target’s board of directors resolved that in connection with
the Tender Offer under which the Tender Offeror acquires or holds its shares, etc.,
pursuant to Condition 8.(1).i. (v) of the “Terms and Conditions of Issuance of Share
Subscription Warrants” concemning the PENTAX Share Subscription Warrants which
were issued in accordance with a resolution of the Target’s board of directors’ meeting
held on May 23, 2005 and a resolution of the Target’s annual general meeting of
shareholders held on June 24, 2005, such Tender Offerotr’s acquisition or helding of its
shares, etc., is not likely to be inconsistent with the maximization of the Target’s
corporate value. Although 200,000,000 units of PENTAX Share Subscription Warrants
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are subject to the Tender Offer, the transfer of PENTAX Share Subscription Warrants is
restricted and the Target agreed with the Tender Offeror that no PENTAX share purchase
warrants would be tendered in the Tender Offer. There is very little possibility that the
Tender Offeror will actually acquire any PENTAX Share Subscription Warrants or any
common shares to be issued or transferred upon exercise of the PENTAX Share
Subscription Warrants.

For the purpose of reviewing the opinion concerning the Tender Offer, the Target’s board of
directors acquired the evaluation report for the Target’s shares, etc. from Mizuho Securities
Co,, Ltd. as a third party appraiser. Under such report, the discounted cash flow (DCF)
method, the comparable company method, and the market share price method are used to
¢valuate the Target’s shares. The Target’s board of directors obtained advice from Mari
Hamada & Matsumoto and fully discussed the Tender Offer, with reference to this
information, from the viewpoint of the Target’s corporate value and shareholders’ interests.

As a result, the board of directors determined that the terms and conditions of the Tender Offer
were reasonable and all of the directors were present and unanimously resolved to support the
Tender Offer.

Management Integration after the Tender Offer

The Tender Offeror aims to establish a solid management foundation by leveraging
managerial resources of the two companies in a mutually complementary manner.
Furthermore, the Tender Offeror believes that it is necessary to fully integrate the management
of both companies by causing the Target to be a wholly owned subsidiary in order to create
synergies and accelerate business growth for the future. Therefore, if the Tender Offeror faits
to acquire all shares of the Target’s common stock by the Tender Offer, considering any effect
on taxes or accounting to be considered in connection with the integration between the Tender
Offeror and the Target, the determination of the applicability of the ongoing disclosure
requirements under the United States Securities Act, and existing agreements with third
parties, the Tender Offeror contemplates to cause the Target to be its wholly owned subsidiary
by a share exchange or other appropriate business reorganization transaction in order to fully
integrate the management of the Tender Offeror and the Target. In executing such transaction,
both companies will, upon agreement between them, determine the terms of consideration to
be delivered to the Target's shareholders, with reference to the Purchase Price for the Target’s
shares and to the market price for the Tender Offeror’s shares, comprehensively considering
various analysis with due consideration not to undermine the interests of both companies’
shareholders and requesting again a third party financial institution to value the Target’s
shares.

After the completion of the Tender Offer, while considering methods for achieving full
management integration, the Target will conduct its business as an independent legal entity
and maintain its corporate name and PENTAX brand, and maintain and extend cross-
divisional synergies. We plan to appoint officers from the Target to conduct its business, and
the general manager of each division will be responsible for that division’s operations
(including employment) and earnings.

Possibility of Delisting and Reason for Delisting

The number of shares to be purchased under the Tender Offer is not limited. As a result of the
Tender Offer, there is a possibility that the Target’s shares will be delisted in accordance with
the prescribed procedures pursuant to the standards for delisting of shares established by the
Tokyo Stock Exchange, Inc. If such standards do not apply but the Tender Offeror fails to
acquire all of the shares, etc. of the Target by the Tender Offer, considering any effect on taxes
or accounting to be considered in connection with the integration between the Tender Offeror
and the Target, the determination of the applicability of the ongoing disclosure requirements
under the United States Securities Act, and existing agreements with third parties, the Tender
Offeror contemplates to cause the Target to become wholly owned subsidiary using a means it
considers appropriate, including a share exchange and other business reorganization
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transaction, in order to fully integrate the management of the Tender Offeror and the Target.
In such case, the Target’s shares will be delisted.

Minimum Number of Shares Planned te be Purchased Converted into Number of Shares

Under the Tender Offer, the minimum number of the shares planned to be purchased
converted into number of shares (the “Number of Shares Planned to be Purchased”) is
67,740,000 shares. This represents approximately 50.00% of the figure (135,471,373 shares)
obtained by deducting the treasury shares held by the Target (138,164 shares) from the
Target’s total outstanding shares as of March 31, 2007 (127,925,007 shares), and adding the
maximum number of the Target’s common stock (7,684,530 shares) which might be issued or
transferred upon exercise of the share subscription warrants attached to the PENTAX Bonds
with Share Subscription Warrants of 4,136 million yen.

Outline of the Tender Offer
Outline of the Target
() Trade Name: PENTAX Corporation

(i)  Business: Manufacturing and sales of life care, imaging
systems, and optical compenent products

(iii) Month and Year of Incorporation:  December 17, 1938

(iv)  Location of Head Office: 2-36-9, Maenocho, ltabashi-ku, Tokyo
(v)  Name and Title of Representative: Nobuaki Tanishima, President & CEQ
(vi)  Amount of Stated Capital: 7,571 million yen (as of March 31, 2007)

(vii) Major Shareholders and Shareholding Ratio (as of March 31, 2007):

HSBC Fund Services Sparx Asset Management Corporated {Custody:

Tokyo Branch of the Hongkong and Shanghai Banking Co., Ltd.) 11.41%
Japan Trustee Services Bank, Lid. 8.78%
The Master Trust Bank ofJapa.n, Ltd. 6.57%
Mizuho Corporate Bank, Lid. 4.76%

Trust & Custody Service Bank, Ltd as trustee for MIZUHO BANK,
LIMITED Retirement Benefit Trust Account re-entrusted by Mizuho Trust 3.89%
and Banking Co., Lid.

Goldman Sachs International 1%
Resona Bank, Limited 2.41%
Asahi Mutual Life Insurance Company 241%
The Ashikaga Bank, Ltd. 2.18%
Nippon Life Insurance Company 2.15%

(Note 1) All of the shares held by Japan Trustee Services Bank Ltd. and The Master
Trust Bank of Japan Ltd. are in connection with the trust business.

(Note 2) The Substantial Shareholding Reports were filed with the Kanto Local
Finance Bureau as shown below, However, the Target cannot verify the
status of beneficial ownership as of the end of the current fiscal year, and the
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(3)

(4)

reported shareholders are not included in the above table “Major
Shareholders.”

Name Date of Occurrence of | Number of Shares Owned | Shares Owned as Percentage
Reporting Duty (thousand shares) of Total Issued Shares (%)
SPARX Assct Management | 10 o) 90, 2007 30,680 23.98
Co., Ltd,
Fidelity Investments Japan March 9, 2007 16,133 12.61
Limited

{(Note 3) The above information (including Note 1 and Note 2) is described based on
the Securities Report for the 77th period (filed on June 28, 2007).

{viii) Relationship between the Tender Offeror and the Target:

Capital relationship: The Company directly holds 1,000 shares of common stock of
the Target.

Personnel refationship: Two officers/employees of the Company group were
appointed as directors at the annual general meeting of
shareholders of the Target held on June 27, 2007. However,
the appointments shall become effective on the day on which
the Company submits a large shareholding report with the
Kanto Local Finance Bureau stating that the Company’s
holding ratio of shares and other securities (as defined in
Article 27-23, Paragraph 4 of the Securities and Exchange
Law of Japan (the “Law”)) of the Target exceeds 50% before
the end of September 2007.

Trade relationship: The Company and the Target engage in transactions of certain
products.
Related parties: Not applicable.
Period of Tender Offer

(i) Period of Tender Offer as of Filing of the Tender Offer Registration Statement
From Tuesday, July 3, 2007 to Monday, August 6, 2007 (24 business days)
(i) Possibility of Extension upon Request of the Target

Pursuant te Article 27-10, Paragraph 3 of the Law, if an opinion report describing the
intention to request an extension of the Tender Offer period is submitted by the
Target, the period of tender offer will be 30 business days, and the Tender Offer
period will be until Tuesday, August 14, 2007.

Tender Offer Price
Common Stock: 770 yen per Share of Common Stock

Bonds with Share Subscription Warrants: 1,433,056 yen per PENTAX Bond with Share
Subscription Warrants (face value of
1,000,000 yen of each bond)

Share Subscription Warrants: 1 yen per PENTAX Share Subscription
Warrant

Calculation Basis of Tender Offer Price:
(i) Calculation Basis

{a) Common stock




(b)

(c)

(ii)
(a)

In determining the Purchase Price, the Tender Offeror has requested UBS, a third
party financial institution, to evaluate the equity value of the Target as a reference for
determining the Purchase Price. UBS accepted such request and evaluated the equity
value of the Target using the comparable trading multiples analysis and the DCF
analysis. Assuming that the Target's annual general meeting of sharehelders for the
77th period approves the surplus dividends of 7 yen for the 77th period yen as
proposed by the Target, the ranges of values per share of the Target’s common stock,
calculated according to such methods, are as follows.

Comparable trading multiples analysis: 597 to 842 yen
DCF analysis: 721 to 819 yen

UBS analyzed the effect on the Tender Offeror’s current net profit per share that
would be caused by the consolidation with the Target and also analyzed the premiums
on the market price in the previous similar tender offers.

It would be appear that the market price of the Target's shares after the execution of
the Basic Understanding has been moving taking into consideration the Merger Ratio.
Compared with the Target’s closing price of 642 yen on the Tokyo Stock Exchange,
Inc. on December 20, 2006, the business day immediately preceding the date of
execution of the Basic Understanding, when the stock value of the Target was
presumably evaluated without considering the Merger Ratio, the Purchase Price
represents a premium of approximately 19.94% of such closing price.

The Purchase Price is equal to the Target’s average closing price of 770 yen on the
Tokyo Stock Exchange, Inc. for the period from June 1, 2007 to June 29, 2007
(rounded to the nearest yen) and is three (3) yen above the Target’s closing price of
767 yen on the Tokyo Stock Exchange, Inc. on June 29, 2007,

PENTAX Bonds with Share Subscription Warrants

As of July 2, 2007, the convertible price is 540 yen per share subject to the convertible
right attached to the PENTAX Bonds with Share Subscription Warrants. The Tender
Offeror determined the purchase price of one PENTAX Bond with Share Subscription
Warrants to be 1,433,056 yen, which was obtained by dividing the issue price of each
bond (100.5% of the face value of 1,000,000 yen) by 540 yen {convertible price) and
multiplying 770 yen (the Purchase Price). If the Tender Offer is successfully
completed, any PENTAX Bonds with Share Subscription Warrants which were not
tendered under the Tender Offer will be subject to early redemption at their face value
of 1,000,000 yen in accordance with the early redemption clause of the PENTAX
Bonds with Share Subscription Warrants. The purchase price for each of the
PENTAX Bond with Share Subscription Warrants under the Tender Offer represents a
premium of approximately 43.31% of the early redemption amount of 1,600,000 ven.

PENTAX Share Subscription Warrants

Taking into consideration that (x) the Target’s board of directors resolved to cancel
the PENTAX Share Subscription Warrants on the day immediately following the end
of the Tender Offer period on condition that the Tender Offer is successfully
completed and (y) if the Tender Offer is successfully completed and the Tender
Offeror acquires the PENTAX Share Subscription Warrants, but the Tender Offeror is
not able to exercise them, the purchase price for each of the PENTAX Share
Subscription Warrant under the Tender Offer is determined to be one (1) yen.

Calculation Background
Common stock

In executing the Basic Understanding, in or around the middle of December 2006, the
Tender Ofteror and the Target, respectively, requested a third party financial
institution, to UBS the Tender Offeror and Morgan Stanley for the Target, to evaluate
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the merger ratio in order to achieve fairness. Each third party financial institution
calculated the corporate value and the equity value of the Tender Offeror and the
Target, respectively, using the historical stock price method, the DCF analysis, the
comparable trading multiples analysis and other methods. The Tender Offeror
considered UBS’s calculation of the merger ratio and the Target also considered
Morgan Stanley’s calculation of the merger ratio. They then negotiated based on their
respective consideration. As a result, they agreed on the merger ratio (the “Merger
Ratio”) under which 0.158 shares of the Tender Offeror’s common stock will be
allotted for every share of the Target’s common stock and executed the Basic
Understanding prescribing the Merger Ratio on December 21, 2006,

The price (709.42 yen) which was obtained by multiplying the Company's closing
price of 4,490 yen on the Tokyo Stock Exchange, Inc. on December 20, 2006, the day
immediately preceding the day on which the Company and the Target executed the
Basic Understanding by the Merger Ratio represents a premium of approximately
10.50% of the Target’s closing price of 642 yen on the Tokyo Stock Exchange, Inc.
Based on the average closing price on the Tokyo Stock Exchange, Inc. for three
months from September 21, 2006 to December 20, 2006, the Merger Ratio also
represents a premium of approximately 27.05% of the average closing price of 559
yen (rounded to the nearest yen) on the Tokyo Stock Exchange, Inc.

However, the management of the Target reported to the Tender Offeror that, given the
move of the market price of commaon stock of the Tender Offeror and the Target after
the execution of the Basic Understanding, some shareholders expressed their
dissatisfaction with the above Merger Ratio agreed in the Basic Understanding.
Furthermore, the Tender Offeror determined that it would be difficult to achieve
management integration through the merger scheduled on October 1, 2007 as
contemplated in the Basic Understanding considering the existing agreements between
the Target and the third parties and other circumstances. Therefore, on April 7, 2007,
the Tender Offeror proposed to the Target to achieve the management integration of
both companies through a tender offer in which the Tender Offeror purchases all
shares of the Target for cash at the purchase price of 770 yen per share, with the
minimum ratio of voting rights to be acquired as being 50.0%. In order to ensure
fairness, in late May 2007, the Tender Offeror requested UBS again, a third party
financial institution, to evaluate the equity value of the Target, and then UBS told the
Tender Offeror the result of the evaluation on May 30, 2007. UBS evaluated the
equity value of the Target using the comparable trading multiples analysis and the
DCF analysis. Assuming that the Target's annual general meeting of shareholders for
the 77th period approves the surplus dividends of 7 yen for the 77th period yen as
proposed by the Target, the ranges of values per share of the Target’s common stock,
calculated according to such methods, are as follows.

Comparable trading multiples analysis: 597 to 842 yen
DCF analysis; 721 to 819 yen

UUBS analyzed the effect on the Tender Offeror’s current net profit per share that
would be caused by the consolidation with the Target and also analyzed the premiums
on the market price that were given in the previous tender offers.

On May 31, 2007, both companies, through discussions, executed the Basic
Agreement for Management Integration. However, there was a possibility that a
motion to increase dividends in an amount of more than 7 yen proposed by the Target
will be submitted and passed at such meeting. The calculation basis of 770 yen will
change if the above-mentioned resolution to increase dividends is passed. Therefore,
under the Amendment Agreement dated June 15, 2007, the Tender Offeror and the
Target agreed that {i} in principle, the purchase price is 770 yen and (ii) if the Target’s
annual general meeting of shareholders for the 77th period approves the surplus
dividends for the 77th period per share in an amount of more than 7 yen, the purchase
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price will be determined to be the result obtained by deducting the amount equal to the
surplus dividends resolved in excess of 7 yen per share from 770 ven. Since the
Target’s annual general meeting of shareholders for the 77th period approved the
surplus dividends of 7 yen as proposed by the Target, the Tender Offeror finally
determined the Purchase Price of 770 yen as described above in accordance with a
decision of the representative executive officer dated July 2, 2007.

It would be appear that the market price of the Target's shares afier the execution of
the Basic Understanding has been moving taking into consideration the Merger Ratio.
Compared with the Target’s closing price of 642 yen on the Tokyo Stock Exchange,
Inc. on December 20, 2006, the business day immediately preceding the date of
execution of the Basic Understanding, when the stock value of the Target was
presumably evaluated without considering the Merger Ratio, the Purchase Price of 770
ven represents a premium of approximately 19.94% of such closing price and also
represents a premium of approximately 37.75% of the average closing price of 559
ven (rounded to the nearest yen) on the Tokyo Stock Exchange, Inc. for the three-
month period from September 21, 2006 to December 20, 2006.

The Purchase Price is equal to the Target’s average closing price of 770 yen on the
Tokyo Stock Exchange, Inc. for the period from June 1, 2007 to June 29, 2007
(rounded to the nearest yen) and is three (3) yen above the Target’s closing price of
767 yen on the Tokyo Stock Exchange, Inc. on June 29, 2007.

(b) PENTAX Bonds with Share Subscription Warrants

Under the Agreement on Management Integration dated May 31, 2007 and the
Amendment Agreement dated June 15, 2007, both companies agreed that, based on
the Purchase Price, the purchase price of one PENTAX Bond with Share Subscription
Warrants is the amount which was obtained by dividing the issue price of each bond
(100.5% of the face value of each bond) by 540 yen (convertible price) and
multiplying by the purchase price per share of PENTAX's common stock. Since the
Target’s annual general meeting of shareholders for the 77th period approved the
surplus dividends of 7 yen as proposed by the Target, the Tender Offeror determined
the Purchase Price of 770 yen in accordance with a decision of the representative
executive officer dated July 2, 2007 and the purchase price per face value (1,000,000
yen) of each bond of 1,433,056 yen. If the Tender Offer is successfully completed,
any PENTAX Bonds with Share Subscription Warrants which were not tendered
under the Tender Offer will be subject to early redemption at their face value of
1,000,000 yen in accordance with the early redemption clause of the PENTAX Bonds
with Share Subscription Warrants. The purchase price for each of the PENTAX
Bonds with Share Subscription Warrants under the Tender Offer represents a premium
of approximately 43.31% of the early redemption amount of 1,000,000 yen.

{¢) PENTAX Share Subscription Warrants

Under the Agreement on Management Integration dated May 31,both companies
agreed that (x) the Target’s board of directors resolved to cancel the PENTAX Share
Subscription Warrants on the day immediately following the end of the Tender Offer
period on condition that the Tender Offer is successfully completed, and (y) even if
the Tender Offer is successfully completed and the Tender Offeror acquires the
PENTAX Share Subscription Warrants, the Tender Offeror is not able to exercise
them. Taking the above into consideration, both companies agreed that the purchase
price for each of the PENTAX Share Subscription Warrant under the Tender Offer be
one (1) yen. Thereafter, the Tender Offeror finally determined that the purchase price
for each of the PENTAX Share Subscription Warrant under the Tender Qffer be cne
(1) yen in accordance with a decision of the representative executive officer on July 2,
2007,
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(iii)

For the purpose of reviewing the opinion concerning the Tender Offer, the Target’s
board of directors acquired the evaluation repaort for the Target’s shares, etc. from
Mizuho Securities Co., Ltd. as a third party appraiser. Under such report, the DCF
method and the comparable trading multiples method are used to evatuate the Target’s
shares and the share value is comprehensively evaluated taking into account the
analysis based on market share price. The Target’s board of directors obtained advice
from Mori Hamada & Matsumoto and fully discussed the Tender Offer, with reference
10 this information, from the viewpoint of the Target’s corporate value and
shareholders’ interests. As a result, the board of directors determined that the terms
and conditions of the Tender Offer were reasonable and all of the directors were
present and unanimously resolved to support the Tender Offer.

Relationship with Calculation Agent
Not applicable.

(5) Number of Shares, etc. Subject to the Tender Offer

Number of Shares Planned to be Total of Number of Shares Planned to be
Purchased Converted into Number
of Shares Converted into Number of Shares

Planne_d Excess Number Converted Purchased and Planned Excess Number
into Number of Shares

67,740,000 (shares) - (shares) - (shares)

(Note 1)

(Note 2)

(Note 3)

(Note 4)

The *Number of Shares Planned to be Purchased Converted into Number of Shares”
{the “Number of Shares Planned to be Purchased”) (67,740,000 shares) represents
approximately 50.00% of the figure (135,471,373 shares) obtained by deducting the
treasury shares held by the Target (138,164 shares) from the Target’s total outstanding
shares as of March 31, 2007 (127,925,007 shares), and adding the maximum number of
the Target’s common stock (7,684,530 shares) which might be issued or transferred
upon exercise of the share subscription warrants attached to the PENTAX Bonds with
Share Subscription Warrants of 4,136 million yen. If the total number of shares
tendered in the Tender Offer (the “Tendered Shares, etc.”) is less than the Number of
Shares Planned to be Purchased (67,740,000 shares), none of the Tendered Shares, etc.
will be purchased. If the total number of Tendered Shares, etc. equals or exceeds the
Number of Shares Planned to be Purchased (67,740,000 shares), all of the Tendered
Shares, etc. will be purchased. In order to calculate the total number of the Tendered
Shares, etc. as of the end of the Tender Offer period, the PENTAX Bonds with Share
Subscription Warrants are converted into shares at the conversion price effective as of
the end of the Tender Offer period pursuant to the terms and conditions of issuance
thereof.

There is a possibility that any share subscription warrants attached to the PENTAX
Bonds with Share Subscription Warrants could be exercised by the end of the Tender
Offer period. Shares of the Target’s common stock issued or transferred upon the
exercise of such right are also subject to the Tender Offer.

Shares constituting less than one unit are also subject to the Tender Offer. However, a
submission of share certificates is necessary at the time of tendering the shares (if share
certificates are deposited to Japan Securities Depository Center, Inc., it is not required
to submit share certificates).

The Tender Offeror will not purchase any of the treasury shares held by the Target
through the Tender Offer.
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(6) Change in the Percentage of Ownership of Shares afier the Tender Offer

Number of Voting Rights to Shares, etc. Owned by
the Tender Otferor before the Tender Offer. before the Tender Offer: 0%)

(Percentage of Ownership of Shares, etc.

Number of Vating Rights Represented by the
Number of Shares Planned to be Purchased

(Percentage of Ownership of Shares, etc,

67.780 | after the Tender Offer: 50.00%)

Target

Number of Voting Rights of All Shareholders of the

127,368

(Note 1}

{Note 2)

(Note 3)

(Note 4)

“Number of Veting Rights Represented by the Number of Shares Planned to be
Purchased” is the number of voting rights represented by the Number of Shares
Planned to be Purchased (67,740,000 shares).

“Total Number of Voting Rights of All Shareholders of the Target” is based on the
total number of voting rights of all shareholders as of March 31, 2007, as stated in the
Securities Report for the fiscal year ended March 2007 (77th Period) filed on June 28,
2007. However, for the purposes of calculation of the “Percentage of Ownership of
Shares, etc. before the Tender Offer” and “Percentage of Ownership of Shares, etc.,
after the Tender Offer,” the “Percentage of Ownership of Shares, etc. after the Tender
Offer” is the number of voting rights (135,470), which is obtained by adding (a) 418
voting rights represented by 418,843 shares of less than one unit as stated in the
Securities Report excluding the treasury shares less than one unit held by the Target
and (b) 7,684 voting rights represented by the maximum number of the Target’s
common stock (7,684,530 shares) which might be issued or transferred upon exercise
of the share subscription warrants attached to the PENTAX Bonds with Share
Subscription Warrants of 4,136 million yen, Although 200,000,000 units of PENTAX
Share Subscription Warrants are subject to the Tender Offer, the transfer of PENTAX
Share Subscription Warrants is restricted and the Target agreed with the Tender
Offeror that no PENTAX share purchase warrants would be tendered in the Tender
Offer. There is very little possibility that the Tender Offeror will actually acquire any
PENTAX Share Subscription Warrants or any common shares to be issued or
transferred upon exercise of the PENTAX Share Subscription Warrants. However,
200,000,000 shares of common stock of the Target to be issued or transferred upon
exercise of the PENTAX Share Subscription Warrants is a very large number. If this
number is added to the Number of Shares Planned to be Purchased, the resulting
number would be different from the actual status of the Tender Offer and it would be
difficult for shareholders and investors to understand. The number of voting rights
represented by common shares to be issued or transferred upon exercise of
200,000,000 units of PENTAX Share Subscription Warrants is not added to the
calculation shown above. The voting rights represented by the maximum number of
common shares to be issued or transferred upon exercise of 200,000,000 units of
PENTAX Share Subscription Warrants, the “Total Number of Voting Rights of All
Shareholders of the Target” is 335,470.

“Percentage of Ownership of Shares, etc. before the Tender Offer” and “Percentage of
Ownership of Shares, etc., after the Tender Offer” are rounded to two decimal points.
Assuming that the voting rights represented by the maximum number of common
shares to be issued or transferred upon exercise of 200,000,000 units of PENTAX
Share Subscription Warrants is added to the “Total Number of Voting Rights of All
Shareholders of the Target,” if the resulting number is used as the denominator, the
“Percentage of Ownership of Shares, etc., after the Tender Offer” is 20.19%.

The “Number of Shares Planned to be Purchased Converted into Number of Shares™
(the “Number of Shares Planned to be Purchased™) (67,740,000 shares) represents
approximately 50.00% of the figure (135,471,373 shares) obtained by deducting the
treasury shares held by the Target (138,164 shares) from the Target’s total outstanding
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&

{Note 5)

shares as of March 31, 2007 (127,925,007 shares), and adding the maximum number of
the Target’s common stock (7,684,530 shares) which might be issued or transferred
upon exercise of the share subscription warrants attached to the PENTAX Bonds with
Share Subscription Warrants of 4,136 million yen. If the total number of Tendered
Shares, etc. is less than the Number of Shares Planned to be Purchased (67,740,000
shares), none of the Tendered Shares, etc. will be purchased. If the total number of
Tendered Shares, etc. equals or exceeds the Number of Shares Planned to be Purchased
(67,740,000 shares), all of the Tendered Shares, etc. will be purchased. In order to
calculate the total number of the Tendered Shares, etc. as of the end of the Tender
Offer period, the PENTAX Bonds with Share Warrants are converted into shares at the
conversion price effective as of the end of the Tender Offer period pursuant to the
terms and conditions of issuance thereof.

Since the Tender Offeror will purchase all the Tendered Shares, etc. if the total number
of Tendered Shares, etc. equals or exceeds the Number of Shares Planned to be
Purchased (67,740,000 shares), there is a possibility that “Percentage of Ownership of
Shares, etc., after the Tender Offer” could be up to 100.00%. Although 200,000,000
units of PENTAX Share Subscription Warrants are subject to the Tender Offer, the
transfer of PENTAX Share Subscription Warrants is restricted and the Target agreed
with the Tender Offeror that no PENTAX share purchase warrants would be tendered
in the Tender Offer. There is very little possibility that the Tender Offeror will actually
acquire any PENTAX Share Subscription Warrants or any common shares to be issued
or transferred upon exercise of the PENTAX Share Subscription Warrants.

Purchase Price
52,159,800,000 yen (estimated)

(Note)

The Purchase Price shows an amount required to acquire the Number of Shares
Planned to be Purchased (67,740,000 shares) if all of the Tendered Shares, etc. are
common stock. If the total number of the Tendered Shares, etc. equals or exceeds
the Number of Shares Planned to be Purchased (67,740,000 shares), all of the
Tendered Share Certificates, etc. will be purchased. The Purchase Price is
104,512,187,210 yen, if the Tender Offeror purchases the total (135,609,537 shares)
of the number of issued shares (127,925,007 shares) as of March 31, 2007, as stated
in the Target’s Securities Report for the fiscal year ended March 2007 (77th Period)
filed by the Target on June 28, 2007 and the maximum number of the Target’s
common stock (7,684,530 shares) potentially issued or transferred upon exercise of
the share subscription warrants attached to the PENTAX Bonds with Share
Subscription Warrants of 4,136 million yen, minus the treasury shares held by the
Target {138,164 shares), common shares held by The Tender Offeror (1,000 shares),
and 200,000,000 units of the PENTAX Share Subscription Warrants.

Settlement Procedure

M

(i)

Gii)

‘Name and Location of Head Office of Securities Company, Bank, etc. to Settle the
Tender Offer

Mitsubishi UFJ Securities Co., Ltd. 2-4-1, Marunouchi, Chiyoda-ku, Tokyo
Commencement Date of Settlement
Tuesday, August 14, 2007

(Note) Wednesday, August 22, 2007 if the Tender Offer period is extended pursuant
to the provisions of Article 27-10, Paragraph 3 of the Law.

Settlement Procedure

A written notice regarding purchase, etc. under the Tender Offer will be mailed to the
address of each Tendering Shareholder, etc. (or the standing proxy in the case of a
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Foreign Shareholder, etc.) without delay after the expiration of the Tender Offer
period,

Purchases shall be settled in cash. The Tender Offer Agent will remit to the place
designated by each Tendering Shareholder, etc. the sales price with regard to the
shares purchased in accordance with the instructions given by the Tendering
Shareholders, etc. (or the standing proxy in the case of a Foreign Shareholder, etc.)
without delay on or after the commencement date of settlement.

(9) Other Conditions and Procedures Relating to the Tender Offer

(©}

(i)

(iii)

(iv)

Existence (or Non-existence) and Details of Conditions Listed in the Items of
Paragraph 4 of Article 27-13 of the Law

If the total number of Tendered Shares is less than the Number of Shares Planned to
be Purchased (67,740,000 shares), none of the Tendered Shares will be purchased. 1f
the total number of Tendered Shares equals or exceeds the Number of Shares Planned
to be Purchased (67,740,000 shares), all the Tendered Shares will be purchased.

Existence (or Non-existence) of Conditions for Withdrawal of the Tender Offer,
Details thereof, and Manner of Disclosure of Withdrawal.

Upon the occurrence of any event listed in Article 14, Paragraph 1, Items 1(i) through
(ri) and (wo) through (s0), Item 2(7), Items 3(#) through (ch/), Item 4, Item 5, and
Article 14, Paragraph 2, Items 3 through 6 of the Cabinet Order of the Securities and
Exchange Law (the “Enforcement Order”), the Tender Offeror may withdraw the
Tender Offer.

When withdrawing the Tender Offer, the Tender Offeror will give an electronic public
notice and announce in The Nihon Keizai Shimbun newspaper that such public notice
has been given; provided, however, that if it is deemed difficult to give such public
notice by the last day of the Tender Offer period, a public announcement pursuant to
Article 20 of the Cabinet Office Ordinance Concerning Disclosure of the Tender Offer
of Shares, Eic., by Non-Issuer (the “Cabinet Office Ordinance™) shall be made, and
public notice shall be given promptly thereafter. -

Existence (or Non-existence) of Conditions for Reducing Tender Offer Price, Details
thereof, and Manner of Disclosure of Reduction

If the Target engages in any act stipulated in Article 13, Paragraph 1 of the
Enforcement Order pursuant to Article 27-6, Paragraph 1, ltem 1 of the Law during
the Tender Offer period, the Tender Offeror may reduce the Tender Offer price as set
forth in Article 19, Paragraph 1 of the Cabinet Office Ordinance.

When reducing the Tender Offer price, the Tender Offeror will give an electronic
public notice and announce in The Nihon Keizai Shimbun newspaper that such public
notice has been given; provided, however, if it is deemed difficult 1o give such public
notice by the last day of the Tender Offer period, a public announcement pursuant to
Article 20 of the Cabinet Office Ordinance shall be made, and public notice shall be
given promptly thereafter. All Tendered Shares, etc. tendered on and prior to the date
of such public announcement shall also be purchased at the reduced prices,

Matters regarding Right of Tendering Shareholders, etc. to Cancel Agreement

Tendering Shareholders, etc. may, at any time during the Tender Offer period, cancel
their tender under the Tender Offer. Tendering Shareholders etc, who wish to cancel
their tender must deliver, or send by mail, a cancellation notice stating that such
Tendering Shareholder, etc. cancels its tender under the Tender Offer (the
“Cancellation Notice™) together with a receipt of tender under the Tender Offer to the
head office or any Japanese branch of the Tender Offer Agent by no later than 4 p.m.

-15-




(10}

)

(vi)

(vii)

(viii)

on the last day of the Tender Offer period. The cancellation of tender will take effect
at the time when the Cancellation Notice is delivered to, or reaches, the Tender Offer
Agent. However, if the Cancellation Notice is sent by mail, it must reach the Tender
Offer Agent by no later than 4 p.m. on the last day of the Tender Offer period.

No claim for indemnification or civil penalties will be made by the Tender Offeror
against Tendering Shareholders, etc. should they cancel their tenders. Further, the
expenses incurred in returning the Tendered Shares, etc. will be borne by the Tender
Offeror.

Manner of Disclosure in case of Modification of Conditions, etc. of the Tender Offer

Dhuring the Tender Offer period, the Tender Offeror may modify the conditions, etc. of
the Tender Offer except as prohibited in Article 27-6 of the Law and Article 13 of the
Enforcement Order.

When modifying the conditions, etc. of the Tender Offer, the Tender Offeror will give
public notice providing the details of such modifications electronically and announce
in The Nihon Keizai Shimbun newspaper that such public notice has been given;
provided, however, that if it is deemed difficult to give such public notice by the last
day of the Tender Offer period, a public announcement pursuant to Article 20 of the
Cabinet Office Ordinance shall be made, and public notice shall be given promptly
thereafter. All Tendered Shares, etc. tendered both on and prior to the date of such
public notice shall be purchased in accordance with the modified conditions, etc. of
the Tender Offer.

Manner of Disclosure upon Filing of Amendment to Registration Statement

If the Tender Offeror files any Amendment to this Registration Statement with the
Director General of the Kanto Local Finance Bureau, the Tender Offeror shall
promptly make a public announcement regarding such amendment to the extent that it
relates to any information contained in the Public Notice of the Commencement of the
Tender Offer pursuant to Article 20 of the Cabinet Office Ordinance. The Tender
Offeror shall immediately amend the Tender Offer Explanatory Statement and provide
the amended Tender Offer Explanatory Statement to the Tendering Shareholders, etc.
who have received the original Tender Offer Explanatory Statement. However, if only
limited amendments are made, instead of providing an amended Tender Offer
Explanatory Statement, the Tender Offeror shall prepare and provide a document
stating the reasons for such amendments, the items that have been amended, and the
amended information.

Manner of Disclosure of Results of the Tender Offer

The results of the Tender Offer will be publicly announced pursuant to Article 9-4 of
the Enforcement Order and Article 30-2 of the Cabinet Office Ordinance on the date
immediately following the last day of the Tender Offer period.

Other Matters

The distribution of this Tender Offer Registration Statement, the Explanation of
Tender Offer and other materials relating thereto may be restricted under laws in
certain jurisdictions. The Tender Offeror requests any person receiving this Tender
Offer Registration Statement, the Explanation of Tender Offer and other materials
relating thereto to be aware of and comply with such restrictions.

Date of Public Notice of Commencement of a Tender Offer
Tuesday, July 3, 2007
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(1

Tender Offer Agent
Mitsubishi UFJ Securities Co., Ltd.

Other Matters

Existence and Details of Agreements between the Tender Offeror and the Target or its
Directors or Officers

The Target's board of directors supports the Tender Offer.

The Company and the Target entered into the Agreement on Management Integration dated
May 31, 2007 (as amended by the Amendment Agreement dated June 15, 2007; such
agreement after the amendment is referred to as the “Agreement™) mainly containing the
following effect:

Tender offer

The Tender Offeror will commence the Tender Offer on the condition that all of the
following preceding conditions, but not limited to them, are satisfied: The Target’s
board of directors (i) resolved that subject to the successful completion of the Tender
Offer, the Target will without consideration acquire and cancel all of the PENTAX
Share Subscription Warrants on the day immediately following the end of the Tender
Offer period; (ii) resolved to support the Tender Offer; and (iii) approves that ali the
matters of resolution agreed by both parties under the Agreement will be submitted to
the Target’s annual general meeting of shareholders to be held in June 2007,

The purchase price of the common stock of the Target under the Tender Offer will be
770 yen per share; however, if the Target’s annual general meeting of shareholders for
the 77th period approves the surplus dividends for the 77th period per share in the
amount of more than 7 yen, the purchase price will be determined to be the result
obtained by deducting the amount equal to the surplus dividends resolved in excess of
7 yen per share from 770 yen (in cases where the purchase price has a fractional part,
the purchase price will be rounded to the nearest yen),

The purchase price for each of the PENTAX Bonds with Share Subscription Warrants
will be 1,433,056 yen; however, if the Target’s annual general meeting of
shareholders approves the surplus dividends for the 77th period per share in the
amount of more than 7 yen, the purchase price for such bonds will be determined by
dividing 1,005,000 yen (issue price of each bond) by 540 yen (convertible price) and
multiplying by the purchase price of common stock of the Target (in cases where the
purchase price has a fractional part, the purchase price will be rounded to the nearest
yen).

Business operations

The Target will operate its business affairs within the scope of ordinary business
operations.

Integration of management

If the Tender Offer is successfully completed, considering any effect on taxes or
accounting in connection with the integration between the Tender Offeror and the
Target, the existence or non existence of a continuous disclosure obligation under the
U.S. Securities Act, and existing agreements with third parties and so forth, the
management of both companies will be integrated in an appropriate manner,
including, without limitation, a share exchange to make the Tender Qfferor an
absolute parent company and the Target a wholly-owned subsidiary.

<17 -




- Exclusive negotiation duty

The Tender Offeror and the Target shall not enter into, execute, propose or solicit the
capital participation, the transfer of all or any assets, offering of shares, transfer of
business, merger, corporate demerger, share exchange or stock transfer with the third
party which might substantially impede the integration of management between the
Target and the Tender Offeror. However, if it is reasonably determined in accordance
with the due process that the conditions of any third party’s proposal are obviously
more favorable than those of the Tender Offeror, the Target may cancel the
Agreement by payment of the termination fee of one billion yen to the Tender Offeror.

- Penalty

If the Tender Offeror or the Target (i) breaches the exclusive negotiation duty or
certain duties set forth in the Agreement during the effective term of the Agreement,
(ii) executes any contract or other agreement with any third party with respect to a
competing transaction on or before the day on which three (3) months has expired
after the termination of the Agreement (except if such party proves that the competing
transaction does not arise from any act breaching the exclusive negotiation duty set
forth in the Agreement) or otherwise any specific event occurs, the other party may
claim for payment of certain expenses and a penalty fee of three (3) billion yen.

In addition, although the “Basic Understanding for Merger” dated December 21, 2006
between the Company and the Target (the “Basic Understanding”) terminated on May 31,
2007, the following matters of the Basic Understanding remain in full force and effect as of
today.

- Termination fee

If the Tender Offeror or the Target (i) breaches a certain exclusive negotiation duty or
certain duties set forth in the Basic Understanding during the effective term of the
Basic Understanding, (ii) executes any contract or other agreement with any third
party with respect to a competing transaction on or before the day on which three (3)
months expires after the termination of the Basic Understanding (except that such
party proves that such competing transaction arises from any act breaching the
exclusive negotiation duty exclusive negotiation duty set forth in the Basic
Understanding) or otherwise any specific event occurs, the other party may claim for
payment of a certain expense and termination fee of three (3) billion yen. A claim that
is made under the above-mentioned agreements arising from an event which occurred
as of May 31, 2007 under the Basic Understanding will remain in full force and effect
on and after such date.

(2) Other Necessary Information for Investors to Determine Whether to Tender Their Shares
Under the Tender Offer

Not applicable.

End of document.

This press release has been prepared only for the purpose of informing the public of the Tender Qffer. This has not been
prepared for soliciting sales. When offering any sales, sharcholders should make appropriate judgments after revicwing the
tender offer explanatory statement prepared by the Company. Neither this press release {nor any part hereof) constitutes any
document to subscribe for, solicit the sales of, or solicit application for, the purchase of, securities. Neither this press release
(nor any part hereof) nor its distribution shall be interpreted to be the basis of any agreement in retation to the Tender Offer,
nor should it be relied on at the time of executing any agreement.

This press release contains the business forecast of the Company based on the Company’s management expectations
assuming that the Company acquires the shares of PENTAX, However, the actual results may be significantly different from
these prospects due to various factars,
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Certain countries, regions and other jurisdictions may impose certain restrictions on the release, issue or distribution of press
releases of this nature under their laws and regulations. In such cases, you are required 1o comply with such laws and
regulations in such countries, regions and other jurisdictions in light of such restrictions. In jurisdictions where the
implementation of the Tender Offer is illegal, even if you receive this press release, such receipt shall not constitute any
application for the purchase or solicitation for the sale of share certifications in relation to this Tender Offer, and this press
release shall be deemed as the distribution of information for reference only.
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(Note 1) When used in this statement, the “Tender Offeror” and the “Company” mean HOYA
CORPORATION.

(Note 2) When used in this statement, the “Target” means PENTAX CORPORATION.

(Note 3) In cases where numbers in this statement have been rounded off or omitted, the numbers
described as the totals thereof are not necessarily equal to the aggregate numbers thereof,

(Note 4) In this staternent, unless otherwise stated, the number of days or the date and time means the
number of days or the date and time in Japan,

(Note 5) When used in this statement, the “Law” means the Securities and Exchange Law of Japan (Law
No. 25 of 1948, as amended).

(Note 6) When used in this statement, the “Enforcement Order” means the Cabinet Order of the Securities
and Exchange Law (Enforcement Order No. 321 of 1965, as amended).




(Note 7) When used in this statement, the “Cabinet Office Ordinance” means the Cabinet Office
Ordinance Concerning Disclosure of the Tender Offer of Shares, Etc., by Non-Issuer {Ordinance
of Minister of Finance No. 38 of 1990, as amended).

(Note 8) Unless otherwise described in this statement, all procedures concerning the tender offer in
connection with the filing of this statement (the “Tender Offer”) shall be conducted in Japanese.
If any document concerning the Tender Offer is prepared in English and there is any discrepancy
between the English version and the Japanese version, the Japanese version shall prevail. Unless
otherwise specified, all financial statements contained in this statement have been prepared in
accordance with the accounting principles in Japan and may not be comparable to those of U.S.
companies.

(Note 9) Sections 13(e) and 14(d) of the U.S. Securities Exchange Act of 1934 and the Rules and
Regulations thereunder shall not apply to the Tender Offer.

(Note 10) This statement contains forward-looking statements as defined in Section 27A of the U.S.
Securities Act of 1933 and Section 21E of the U.S. Securities Exchange Act of 1934
(“Forward-Looking Statements™), Due to known or unknown risks, uncertainties or other
factors, actual results may materially differ from any forecast, expressly or implicitly, indicated
as a Forward-Looking Statement contained herein. Neither the Tender Offeror nor any of its
affiliates guarantee that any forecast, expressly or implicitly, indicated as a Forward-Looking
Statement will turn out to be accurate. Any Forward-Looking Statement is prepared based on
information held by the Tender Offeror as of the date hereof, and the Tender Offeror and its
affiliates do not intend, and disclaim any obligation, to update or modify any such statement to
reflect future events or developments, except as may be required by any applicable laws and
regulations,




Part I. Terms and Conditions of the Tender Offer

1. Name of the Target
PENTAX CORPORATION

2. Type of Shares, Etc., subject to the Tender Offer

(1
(2

3

Common Stock

Yen-denominated Convertible Bonds with Share Subscription Warrants (shinkabu yoyaku ken)
issued in accordance with a resolution of the Target’s board of directors’ meeting held on
October 14, 2003 (the “PENTAX Bonds with Share Subscription Warrants™)

PENTAX First Series Share Subscription Warrants (shinkabu yovaku ken) {(the “PENTAX Share
Subscription Warrants™) which were issued in accordance with a resolution of the Target's board
of directors’ meeting held on May 23, 2005 and an approval of the Target's annual general
meeting of shareholders held on June 24, 2005

3. Purpose of the Tender Offer

o)

Background of the Tender Offer

The Tender Offeror started as an optical glass manufacturer. Since its inception, the Tender
Offeror has been diversifying its business by leveraging its optical material technologies and
precision processing technologies. The Tender Offeror has successfully built a global niche
market through aggressive technological innovation and has established leadership in its areas of
experlise, resulting in strong earnings. In the information technology area, the Tender Offeror
has maintained a leading position globally for its semiconductor-related mask blanks and glass
disk substrates for hard disk drives, and it is positioned as one of the leading manufacturers in
optical glass and lenses. The Tender Offeror has also established a leading position in the eye
care arca, including eyeglass lenses. The Tender Offeror continues to cultivate new business
areas, in particular medical-related area as a key factor for further growth which are positioned as
mid- to long term core growth drivers, and has initiated the global business development of
intraocular lenses used for surgical treatment of cataracts.

The expertise of the Target stems from its long-accumulated know-how attained through the
development and manufacture of cameras and lenses. The Target has successfully adopted its
optical design and image processing technology for use in a variety of product areas and has
developed businesses based on this optical technology. In the life care business, the Target has
made early progress in developing a leading global position in the production of endoscopes, and
it is also marketing globally various other products such as medical accessories and new ceramics
for bone grafts. In the optical components business, the Target has leveraged its competitive
edge in advanced optical technologies, where its major products include digital camera modules
and DVD/CD convertible pickup lenses and has also built a strong global brand of digital
cameras in its imaging system division.

As to the adoption of optical technologies to the medical area, the Tender Offeror and the Target
have been developing advanced medical products such as endoscope diagnostics, minimally
invasive surgical technologies and bionic materials including new ceramics and intraocular
lenses. While the market in this area is expanding globally with further growth expected,
competition has alse been increasing globally. In order to continue delivering growth in this
market, both companies recognize that it is critical to establish advantages in technology through
research and development and mergers and acquisition activities and to build a global marketing
system under which activities to spread technology and methods of new diagnosis and treatment
will be performed together with patients and medical experts. Large investments would be
required to achieve such product development and global marketing activities. The Tender
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Offeror believes that it would be possible to accelerate the growth of the Tender Offeror and the
Target in this area if the Tender Offeror’s ample cash flow is selectively appropriated to this area
and the Tender Offeror offers its know-how attained from its global development of the eye care
business to the Target.

Significant structural changes have occurred in optical equipment and related materials since the
emergence of digital cameras. Competitors in Asia have grown rapidly and are expected to
continue gaining market share through low price campaigns and increasing the added value of
their products. Along with existing optical manufacturers, home appliance makers have also
entered the digital camera market, further intensifying competition in this area. In order to
maintain growth in this environment, it is necessary to be distinguished from competitors by
reinforcing cost competitiveness by lowering production costs and by increasing added value
focusing on technologies. To that end, a qualitative transformation of our business structure
would be required. In optical equipment and related materials, we believe that, if the Target’s
optical design and processing technologies and the Tender Offeror’s optical material
development and precision processing technologies and mass production capability of optical
lenses are vertically integrated, we could become the only optical manufacturer in the global
market having the ability of creating new optical module system products.

The Tender Offeror and the Target have reached a common understanding as described above
after several discussions over a long-term period since spring 2006. Both companies have
recognized the need to integrate, as a best business partner, each other’s respective strengths in
various areas to build a firm business structure and accelerate business growth by establishing a
system which would allow us to allocate management resources focusing on strategic areas. On
December 21, 2006, the Tender Offeror and the Target executed the Basic Understanding
Regarding Merger (the “Basic Understanding™). Since then, the Tender Offeror and the Target
held discussions aiming to enter into the definitive merger agreement in early April 2007. Since
the execution of the Basic Understanding through early April 2007, both companies, with
participation of their respective representatives and responsible directors as well as many
members of mainly the headguarter division, proceeded preparations necessary for integration
and examined the organizational operation after integration, The Tender Offeror understands
that the employees of both companies did not have any differences of understanding in any
material respect with respect to the preparations for the integration which might impede the
integration as they proceeded with the discussions. However, the Tender Offeror was informed
by the Target that the Target would have to abandon the planned merger as a result of
comprehensively considering both internal and external conditions including shareholders. As
stated in the Tender Offeror’s press release dated April 23, 2007 entitled “Regarding
Continuation of Discussion on Takeovet Offer to PENTAX,” the Tender Offeror found that it
would be practically difficult to achieve management integration through the merger scheduied
on October 1, 2007 as contemplated in the Basic Understanding considering the circumstances of
certain shareholders of the Target as well as the existing agreements between the Target and the
third parties. Under such circumstances, the Tender Offeror officially proposed to the Target to
begin discussion regarding a tender offer in which the Tender Offeror purchases all shares of the
Target for cash as an alternative measure in order to achieve management integration between
both companies in the manner of the tender offer, pursuant to the provisions of the Basic
Understanding prescribing that, if the management integration through the merger becomes
practically difficult, both companies shall promptly and faithfully discuss any alternative for
management integration based on the purpose and spirit set forth in the Basic Understanding,
Both companies already examined such tender offer and continued to discuss it under the Basic
Understanding. As a result, the Tender Offeror and the Target reached an agreement on May 31,
2007 as follows: (a) they confirm their understanding that the management integration of both
companies would contribute to the increase of the corporate value of the Tender Offeror and the
Target, as understood at the time of the execution of the Basic Understanding; (b) with respect to
the manner of the integration of management, first the Tender Offeror will conduct the tender
offer for all shares of the Target; and (c) thereafter, considering any effect on taxes or accounting
to be considered in connection with the integration between the Tender Offeror and the Target,
the determination of the applicability of the ongoing disclosure requirements under the United
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(2

States Securities Act, and existing agreements with third parties, the Tender Offeror will become
an wholly owning parent company of the Target through a share exchange or other appropriate
business reorganization transaction following the Tender Offer so that the management of both
companies will be integrated. Subsequently, on June 15, 2007, the Tender Offeror and the Target
agreed to modify a part of the terms of the tender offer determined by the above-mentioned
agreement, such as the timing of the commencement of the tender offer, the minimum number of
shares intended to be purchased and the purchase price of the Target's common stock.

Purpose of the Tender Offer

The ultimate purpose of the Tender Offeror is to completely integrate the management of the
Tender Offeror and the Target through the Tender Offer. The Tender Offeror expects to enhance
corporate value by utilizing the two companies’ strength in optical and precision processing
technologies to develop appealing products and provide them to a broader customer base.

Following the Management Integration, based on the common core technological foundation in
optics, imaging and materials, both companies will be able to optimize their business portfolios,
focusing on the life care, optics, information technology, eye care and imaging systems areas,
Expected stable revenues from the information technology and eye care areas will support the life
care area in achieving strategic growth. In addition, vertical integration in the optics field will
lead to qualitative structural reform and further strengthen competitiveness.

The businesses of the new company group after the integration will be operated in accordance
with the basic policies as follows:

(i) Life care area (endoscopes, medical accessories, new ceramics, and intraccular lenses):

Life.care is positioned as a strategic growth area. The Tender Offeror and the Target will
pursue business development in the minimally invasive medical area where future demand
is expected to grow. The new company will operate in areas which range from diagnostic to
treatment fields, such as minimally invasive diagnosis using endoscopes and treatment
using laparoscopes and endoscopes, and will focus on globally cultivating bionic material
markets including new ceramics and intraocular lenses. In addition, the Tender Offeror and
the Target will selectively invest to enhance product development capabilities through
research and development and M&A strategies and to strengthen sales and marketing
structures in Japan and overseas. Through these measures, both companies aim to double
the size of their life care business.

(ii) Optics area (optical glass and lenses, digital camera modules, micro-lenses, etc.);

The Tender Offeror and the Target will vertically integrate the design, materials, lenses,
processing and module groups in the optics area, which is expected to strengthen cost
competitiveness and to lead to qualitative structural reform of technology development
capacity. They aim to become the only optics manufacturer in the global market which will
be able to create new optics module system products. The Tender Offeror and Target will
mutually utilize their respective manufacturing sites and customer bases, in order to secure a
competitive edge against structural change in the optics industry including newly emerging
Asian players.

(iii) Information technology area (mask blanks and glass disk substrates):

This is a core emerging driver where the Tender Offeror has secured a leading market
position globally. The new company group after the integration aims to further strengthen
competitiveness and growth in this area.

(iv) Eye care area (eyeglass lenses and contact lenses):

Stable growth is expected in this business area. Positioning this business area as another
core earnings driver of the new company group after the integration, the Tender Offeror and
the Target will continue to further strengthen competitiveness and further grow this
business area.

(v) Imaging systems area (digital cameras and binoculars, etc.)
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(3)

(vi)

In order to enhance the business’s value, the new company will differentiate its offerings by
specializing in high-value added products with unique technology and will focus on areas
where it has a competitive edge. This area will be positioned as a foundation for
development of new optical-related equipment and is expected to diversify into the life care
and security business areas.

With respect to new areas and other areas, the Tender Offeror and the Target seek to invest
aggressively in areas where they see future earnings growth opportunities. At the same
time, they will focus on selected business arcas to improve efficiency and to achieve optimal
usage of managerial resources,

The Target’s PENTAX brand will continue in consideration of its importance and economic
value after the management integration between the Tender Offeror and the Target.

Purchase Price

(M)

Common Stock

In executing the Basic Understanding, the Tender Offeror and the Target, respectively,
requested a third party financial institution — UBS Securities Japan Ltd. (“UBS™) for the
Tender Offeror and Morgan Stanley Japan Limited (“Morgan Stanley™) for the Target — to
evaluate the merger ratio in order to achieve fairness. Each third party financial institution
calculated the corporate value and the equity value of the Tender Offeror and the Target,
respectively, using the average market price analysis, the discounted cash flow analysis
{“DCF analysis”), the comparable trading muiltiples analysis and other methods. The
Tender Offeror considered UBS’s calculation of the merger ratio and the Target also
considered Morgan Stanley’s calculation of the merger ratio. They then negotiated based
on their respective consideration. As a result, they agreed on the merger ratio (the “Merger
Ratio”) under which 0.158 shares of the Tender Offeror’s common stock will be allotted for
every share of the Target’s common stock and executed the Basic Understanding
prescribing the Merger Ratio on December 21, 2006.

However, the management of the Target reported to the Company that, given the move of
the market price of common stock of the Tender Offeror and the Target after the execution
of the Basic Understanding, some shareholders expressed their dissatisfaction with the
Merger Ratio. Furthermore, the Company determined that it would be difficult to achieve
management integration through the merger scheduled on October 1, 2007 as contemplated
in the Basic Understanding considering the existing agreements between the Target and the
third parties and other circumstances, Therefore, the Company proposed to the Target to
achieve the management integration of both companies through a tender offer in which the
Tender Offeror purchases all shares of the Target for cash.

As described below, the purchase price of 770 yen per share of the common stock under the
Tender Offer (the “Purchase Price™) is the price based on the Merger Ratio plus an
additional premium,

The price (709.42 yen) which was obtained by multiplying the Company’s closing price of
4,490 yen on the Tokyo Stock Exchange, Inc. on December 20, 2006, the day immediately
preceding the day on which the Company and the Target executed the Basic Understanding
by the Merger Ratio represents a premium of approximately 10.50% of the Target’s closing
price of 642 yen on the Tokyo Stock Exchange, Inc. Based on the average closing price on
the Tokyo Stock Exchange, Inc, for the three-month period from September 21, 2006 to
December 20, 2006, the Merger Ratio represents a premium of approximately 27.05% of the
average closing price of 559 yen (rounded to the nearest yen) on the Tokyo Stock Exchange,
Inc.

The Purchase Price represents a premium of approximately 19.94% of the Target’s closing
price of 642 yen on the Tokyo Stock Exchange, Inc. on December 20, 2006, the day
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(ii)

(iii)

immediately preceding the day on which the Company and the Target executed the Basic
Understanding, and also represents a premium of approximately 37.75% of the average
closing price of 559 yen {rounded to the nearest yen) on the Tokyo Stock Exchange, Inc. for
the three-month period from September 21, 2006 to December 20, 2006.

PENTAX Bonds with Share Subscription Warrants

The purchase price for each of the PENTAX Bonds with Share Subscription Warrants under
the Tender Offer is 1,433,056 yen, which is obtained by dividing the issue price of each
bond (100.5% of the face value of 1,000,000 yen) by 540 yen (convertible price) and
multiplying by the purchase price of 770 yen per share of the common stock under the
Tender Offer (the Purchase Price). If the Tender Offer is successfully completed, any
PENTAX Bonds with Share Subscription Warrants which were not tendered under the
Tender Offer will be subject to early redemption at their face value of 1,000,000 yen in
accordance with the early redemption clause of the PENTAX Bonds with Share
Subscription Warrants. The purchase price for each of the PENTAX Bonds with Share
Subscription Warrants under the Tender Offer represents a premium of approximately
43.31% of the early redemption amount of 1,000,000 yen.

PENTAX Share Subscription Warrants

Taking into consideration that (x) the Target’s board of directors resolved to cancel the
PENTAX Share Subscription Warrants on the day immediately following the end of the
Tender Offer period on condition that the Tender Offer is successfully completed, and (y)
even if the Tender Offer is successfully completed and the Tender Offeror acquires the
PENTAX Share Subscription Warrants, the Tender Offeror is not able to exercise them, the
purchase price for each of the PENTAX Share Subscription Warrant under the Tender Offer
is determined to be one (1) yen.

The Target and the Tender Offeror agreed that until the completion of the integration of the
management of both companies the Target will not, without prior written consent of the
Tender Offeror, trigger its takeover defense measure (including the trust-type rights plan
adopted with an approval of the Target’s annual general meeting of shareholders held on
June 24, 2005). The Target’s board of directors resolved that in connection with the Tender
Offer under which the Tender Offeror acquires or holds its shares, etc., pursuant to
Condition 8.(1).i. (v) of the “Terms and Conditions of Issuance of Share Subscription
Warrants” concermning the PENTAX Share Subscription Warrants which were issued in
accordance with a resolution of the Target’s board of directors’ meeting held on May 23,
2005 and a resolution of the Target’s annual general meeting of shareholders held on June
24, 20035, such Tender Offeror’s acquisition or holding of its shares, etc., is not likely to be
inconsistent with the maximization of the Target’s corporate value, Although 200,000,000
units of PENTAX Share Subscription Warrants are subject to the Tender Offer, the transfer
of PENTAX Share Subscription Warrants is restricted and the Target agreed with the
Tender Offeror that no PENTAX share purchase warrants would be tendered in the Tender
Offer. There is very little possibility that the Tender Offeror will actually acquire any
PENTAX Share Subscription Warrants or any common shares to be issued or transferred
upon exercise of the PENTAX Share Subscription Warrants,

For the purpose of reviewing the opinion concerning the Tender Offer, the Target’s board of
directors acquired the evaluation report for the Target’s shares, etc. from Mizuho Securities
Co., Ltd. as a third party appraiser. Under such report, the discounted cash flow (DCF)
method, the comparable company method, and the market share price method are used to
evaluate the Target’s shares. The Target's board of directors obtained advice from Mori
Hamada & Matsumoteo and fully discussed the Tender Offer, with reference to this
information, from the viewpoint of the Target’s corporate value and shareholders’ interests.
As a result, the board of directors determined that the terms and conditions of the Tender
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)

(6

Offer were reasonable and all of the directors were present and unanimously resclved 1o
support the Tender Offer.

Management Integration after the Tender Offer

The Tender Offeror aims to establish a solid management foundation by leveraging managerial
resources of the two companies in a mutually complementary manner. Furthermore, the Tender
Offeror believes that it is necessary to fully integrate the management of both companies by
causing the Target to be a wholly owned subsidiary in order to create synergies and accelerate
business growth for the future. Therefore, if the Tender Offeror fails to acquire all shares of the
Target’s common stock by the Tender Offer, considering any effect on taxes or accounting to be
considered in connection with the integration between the Tender Offeror and the Target, the
determination of the applicability of the ongoing disclosure requirements under the United States
Securities Act, and existing agreements with third parties, the Tender Offeror contemplates to
cause the Target to be its wholly owned subsidiary by a share exchange or other appropriate
business reorganization transaction in order to fully integrate the management of the Tender
Offeror and the Target. In executing such transaction, both companies will, upon agreement
between them, determine the terms of consideration to be delivered to the Target’s shareholders,
with reference to the Purchase Price for the Target’s shares and to the market price for the Tender
Offeror’s shares, comprehensively considering various analysis with due consideration not to
undermine the interests of both companies’ shareholders and requesting again a third party
financial institution to value the Target’s shares.

Afier the completion of the Tender Offer, while considering methods for achieving full
management integration, the Target will conduct its business as an independent legal entity and
maintain its corporate name and PENTAX brand, and maintain and extend cross-divisional
synergies. We plan to appoint officers from the Target to conduct its business, and the general
manager of each division will be responsible for that division’s operations {including
employment) and earnings.

Possibility of Delisting and Reason for Delisting

The number of shares to be purchased under the Tender Offer is not limited. As a result of the
Tender Offer, there is a possibility that the Target’s shares will be delisted in accordance with the
prescribed procedures pursuant to the standards for delisting of shares established by the Tokyo
Stock Exchange, Inc. If such standards do not apply but the Tender Offeror fails to acquire all of
the shares, etc. of the Target by the Tender Offer, considering any effect on taxes or accounting to
be considered in connection with the integration between the Tender Offeror and the Target, the
determination of the applicability of the ongoing disclosure requirements under the United States
Securities Act, and existing agreements with third parties, the Tender Offeror contemplates to
cause the Target to become wholly owned subsidiary using a means it considers appropriate,
including a share exchange and other business reorganization transaction, in order to fully
integrate the management of the Tender Offeror and the Target. In such case, the Target's shares
will be delisted.

Minimum Number of Shares Planned to be Purchased Converted into Number of Shares

Under the Tender Offer, the minimum number of the shares planned to be purchased converted
into number of shares (the “Number of Shares Planned to be Purchased™) is 67,740,000 shares.
This represents approximately 50.00% of the figure (135,471,373 shares) obtained by deducting
the treasury shares held by the Target (138,164 shares) from the Target’s total outstanding shares
as of March 31, 2007 (127,925,007 shares), and adding the maximum number of the Target’s
commeon stock (7,684,530 shares) which might be issued or transferred upon exercise of the share
subscription warrants attached to the PENTA X Bonds with Share Subscription Warrants of 4,136
million yen.




Period of Tender Offer and Price and Number of Shares Subject to the Tender Offer
(1) Period of Tender Offer
(i}  Period of Tender Offer as of the Filing of this Statement

Tender Offer Period From Tuesday, July 3, 2007 to Monday, August 6, 2007
(24 business days)

Date of Public Notice Tuesday, July 3, 2007

The Tender Offeror has given electronic public notice and
published the fact that such electronic public notice has been given
Name of Newspaper Carrying Public Notice in The Nihon Keizai Shimbun newspaper.

(https://info.edinet.go jp/EdiHtml/main htm}

(ii} Possibility of Extension upon Request of the Target

Pursuant to Article 27-10, Paragraph 3 of the Law, if an opinion report describing the
intention to request an extension of the Tender Offer period is submitted by the Target, the
period of tender offer will be 30 business days and the Tender Offer period will be until
Tuesday, August 14, 2007,

(iii) Contact to Confirm Period Extension

Main office of HOYA Corporation

2~7-5, Naka-Ochiai, Shinjuku-ku, Tokyo

03-3952-1160

Nagji Ito, 1R Public Relations Group Manager

Hours available for confirmation From l0am to Spm on weekdays

(2) Tender Offer Price

Shares of Common Stock 770 yen per Share of Common Stock

Share Subscription Warrants 1 yen per PENTAX Share Subscription Warrant

Bonds with Share Subscription 1,433,056 yen per PENTAX Bond with Share Subscription
Warrants Warrants (face value of 1,000,000 yen of each bond)

Depositary Receipts of Shares, etc. -

( )

(1) Common Stock

In determining the Purchase Price, the Tender Offeror has
requested UBS, a third party financial institution, to evaluate the
equity value of the Target as a reference for determining the
Purchase Price. UBS accepted such request and evaluated the
equity value of the Target using the comparable trading multiples
Calculation Basic analysis and the DCF analysis. Assuming that the Target’s annual
general meeting of sharcholders for the 77th period approves the
surplus dividends of 7 yen for the 77th period yen as proposed by
the Target, the ranges of values per share of the Target’s common
stock, calculated according to such methods, are as follows,

Comparable trading multiples analysis: 597 to 842 yen
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DCEF analysis: 721 to 819 yen

UBS analyzed the effect on the Tender Offeror’s current net profit
per share that would be caused by the consolidation with the Target
and also analyzed the premiums on the market price in the previous
similar tender offers.

It would be appear that the market price of the Target's shares after
the execution of the Basic Understanding has been moving taking
into consideration the Merger Ratio. Compared with the Target’s
closing price of 642 yen on the Tokyo Stock Exchange, Inc. on
December 20, 2006, the business day immediately preceding the
date of execution of the Basic Understanding, when the stock value
of the Target was presumably evaluated without considering the
Merger Ratio, the Purchase Price represents a premium of
approximately 19.94% of such closing price.

The Purchase Price is equal to the Target’s average closing price of
770 yen on the Tokyo Stock Exchange, Inc. for the period from
June 1, 2007 to June 29, 2007 (rounded to the nearest yen) and is
three (3) yen above the Target’s closing price of 767 yen on the
Tokyo Stock Exchange, Inc. on June 29, 2007.

(2) PENTAX Bonds with Share Subscription Warrants

As of July 2, 2007, the convertible price is 540 yen per share
subject to the convertible right attached to the PENTAX Bonds
with Share Subscription Warrants. The Tender Offeror determined
the purchase price of one PENTAX Bond with Share Subscription
Warrants to be 1,433,056 yven, which was obtained by dividing the
issue price of each bond (100.5% of the face value of 1,000,000
yen) by 540 yen (convertible price} and multiplying 770 yen (the
Purchase Price). If the Tender Offer is successfully completed, any
PENTAX Bonds with Share Subscription Warrants which were not
tendered under the Tender Offer will be subject to early redemption
at their face value of 1,000,000 yen in accordance with the early
redemption clause of the PENTAX Bonds with Share Subscription
Warrants, The purchase price for each of the PENTAX Bond with
Share Subscription Warrants under the Tender Offer represents a
premium of approximately 43.31% of the early redemption amount
of 1,000,000 yen.

(3) PENTAX Share Subscription Warrants

Taking into consideration that (x) the Target’s board of directors
resolved te cancel the PENTAX Share Subscription Warrants on
the day immediately following the end of the Tender Offer period
on condition that the Tender Offer is successfully completed and
{v) if the Tender Offer is successfully completed and the Tender
Offeror acquires the PENTAX Share Subscription Warrants, but
the Tender Offeror is not able to exercise them, the purchase price
for each of the PENTAX Share Subscription Warrant under the
Tender Offer is determined to be one (1) yen.




Calculation Background

(1) Common stock

In executing the Basic Understanding, in or around the middle of
December 2006, the Tender Offeror and the Target, respectively,
requested a third party financial institution, to UBS the Tender
Offeror and Morgan Stanley for the Target, 1o evaluate the merger
ratio in order to achieve fairness. Each third party financial
institution calculated the corporate value and the equity value of the
Tender Offeror and the Target, respectively, using the historical
stock price method, the DCF analysis, the comparable trading
multiples analysis and other methods. The Tender Offeror
considered UBS’s calculation of the merger ratio and the Target
also considered Morgan Stanley’s calculation of the merger ratio.
They then negotiated based on their respective consideration. Asa
result, they agreed on the merger ratio (the “Merger Ratio™) under
which 0.158 shares of the Tender Offeror’s common stock will be
allotted for every share of the Target’s common stock and executed
the Basic Understanding prescribing the Merger Ratio on
December 21, 2006.

The price (709.42 yen) which was obtained by multiplying the
Company's closing price of 4,490 yen on the Tokye Stock
Exchange, Inc. on December 20, 2006, the day immediately
preceding the day on which the Company and the Target executed
the Basic Understanding by the Merger Ratio represents a premium
of approximately 10.50% of the Target’s closing price of 642 yen
on the Tokyo Stock Exchange, Inc. Based on the average closing
price on the Tokyo Stock Exchange, Inc. for three months from
September 21, 2006 to December 20, 2006, the Merger Ratio also
represents a premium of approximately 27.05% of the average
closing price of 559 yen (rounded to the nearest yen) on the Tokyo
Stock Exchange, Inc.

However, the management of the Target reported to the Tender
Offeror that, given the move of the market price of common stock
of the Tender Offeror and the Target after the execution of the
Basic Understanding, some shareholders expressed their
dissatisfaction with the above Merger Ratio agreed in the Basic
Understanding. Furthermore, the Tender Offeror determined that it
would be difficult to achieve management integration through the
merger scheduled on October 1, 2007 as contemplated in the Basic
Understanding considering the existing agreements between the
Target and the third parties and other circumstances. Therefore, on
Aprit 7, 2007, the Tender Offeror proposed to the Target to achieve
the management integration of both companies through a tender
offer in which the Tender Offeror purchases all shares of the Target
for cash at the purchase price of 770 yen per share, with the
minimum ratio of voting rights to be acquired as being 50.0%. In
order to ensure fairness, in late May 2007, the Tender Offeror
requested UBS again, a third party financial institution, to evaluate
the equity value of the Target, and then UBS told the Tender
Offeror the result of the evaluation on May 30, 2007, UBS
evaluated the equity value of the Target using the comparable
trading multiples analysis and the DCF analysis. Assuming that the
Target’s annual general meeting of shareholders for the 77th period




approves the surplus dividends of 7 yen for the 77th pericd yen as
proposed by the Target, the ranges of values per share of the
Target’s common stock, calculated according to such methods, are
as follows.

Comparable trading multiples analysis: 597 to 842 yen
DCF analysis: 721 to 819 yen

UBS analyzed the effect on the Tender Offeror’s current net profit
per share that would be caused by the consolidation with the Target
and also analyzed the premiums on the market price that were given
in the previous tender offers.

On May 31, 2007, both companies, through discussions, executed
the Basic Agreement for Management Integration. However, there
was a possibility that a motion to increase dividends in an amount
of more than 7 yen proposed by the Target will be submitted and
passed at such meeting. The calculation basis of 770 yen will
change if the above-mentioned resolution to increase dividends is
passed. Therefore, under the Amendment Agreement dated June
15, 2007, the Tender Offeror and the Target agreed that (i) in
principle, the purchase price is 770 yen and (ii) if the Target’s
annual general meeting of shareholders for the 77th peried
approves the surplus dividends for the 77th period per share in an
amount of more than 7 yen, the purchase price will be determined
to be the result obtained by deducting the amount equal to the
surplus dividends resolved in excess of 7 yen per share from 770
yen. Since the Target’s annual general meeting of shareholders for
the 77th period approved the surplus dividends of 7 yen as
proposed by the Target, the Tender Offeror finally determined the
Purchase Price of 770 yen as described above in accordance with a
decision of the representative executive officer dated July 2, 2007.

It would be appear that the market price of the Target's shares after
the execution of the Basic Understanding has been moving taking
into consideration the Merger Ratio. Compared with the Target’s
closing price of 642 yen on the Tokyo Stock Exchange, Inc. on
December 20, 2006, the business day immediately preceding the
date of execution of the Basic Understanding, when the stock value
of the Target was presumably evaluated without considering the
Merger Ratio, the Purchase Price of 770 yen represents a premium
of approximately 19.94% of such closing price and alsc represents
a premium of approximately 37.75% of the average closing price of
559 yen (rounded to the nearest yen) on the Tokyo Stock Exchange,
Inc. for the three-month period from September 21, 2006 to
December 20, 2006.

The Purchase Price is equal to the Target's average closing price of
770 yen on the Tokyo Stock Exchange, Inc. for the period from
June 1, 2007 to June 29, 2007 (rounded to the nearest yen) and is
three (3) yen above the Target’s closing price of 767 yen on the
Tokyo Stock Exchange, Inc. on June 29, 2007.

(2) PENTAX Bonds with Share Subscription Warrants

Under the Agreement on Management Integration dated May 31,
2007 and the Amendment Agreement dated June 15, 2007, both

-10 -




companies agreed that, based on the Purchase Price, the purchase
price of one PENTAX Bond with Share Subscription Warrants is
the amount which was obtained by dividing the issue price of each
bond (100.5% of the face value of 1,000,000 yen) by 540 yen
(convertible price) and multiplying by the purchase price per share
of PENTAX's common stock. Since the Target’s annual general
meeting of shareholders for the 77th period approved the surplus
dividends of 7 yen as proposed by the Target, the Tender Offeror
determined the Purchase Price of 770 yen in accordance with a
decision of the representative executive officer dated July 2, 2007
and the purchase price per face value (1,000,000 yen) of each bond
of 1,433,056 yen. If the Tender Offer is successfully completed,
any PENTAX Bonds with Share Subscription Warrants which were
not tendered under the Tender Offer will be subject to early
redemption at their face value of 1,000,000 yen in accordance with
the early redemption clause of the PENTAX Bonds with Share
Subscription Warrants. The purchase price for each of the
PENTAX Bonds with Share Subscription Warrants under the
Tender Offer represents a premium of appreximately 43.31% of the
early redemption amount of 1,000,000 yen.

(3) PENTAX Share Subscription Warrants

Under the Agreement on Management Integration dated May 31,
both companies agreed that (x) the Target’s board of directors
resolved to cancel the PENTAX Share Subscription Warrants on
the day immediately fellowing the end of the Tender Offer period
on condition that the Tender Offer is successfully completed, and
(y} even if the Tender Offer is successfully completed and the
Tender Offeror acquires the PENTAX Share Subscription
Warrants, the Tender Offeror is not able to exercise them. Taking
the above into consideration, both companies agreed that the
purchase price for each of the PENTAX Share Subscription
Warrant under the Tender Offer be one (1) yen. Thereafter, the
Tender Offeror finally determined that the purchase price for each
of the PENTAX Share Subscription Warrant under the Tender
Offer be one (1) yen in accordance with a decision of the
representative executive officer on July 2, 2007.

For the purpose of reviewing the opinion concerning the Tender
Offer, the Target’s board of directors acquired the evaluation report
for the Target’s shares, etc. from Mizuho Securities Co., Ltd. as a
third party appraiser. Under such report, the DCF method and the
comparable trading multiples method are used to evaluate the
Target’s shares and the share value is comprehensively evaluated
taking into account the analysis based on market share price. The
Target’s board of directors obtained advice from Mori Hamada &
Matsumoto and fully discussed the Tender Offer, with reference to
this information, from the viewpoint of the Target’s corporate value
and shareholders’ interests. As a result, the board of directors
determined that the terms and conditions of the Tender Offer were
reasonable and all of the directors were present and unanimously
resolved to support the Tender Offer.
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(3) Number of Shares, etc, Subject to the Tender Offer

Number of Shares Planned to be | Planned Excess Number Converted into | Total of Number of Shares Planned to be

Purchased Converted into Number Number of Shares Purchased and Planned Excess Number
of Shares Converted into Number of Shares
67,740,000 (shares) - (shares) - (shares)

{Note 1} The “Number of Shares Planned to be Purchased Converted into Number of Shares” (the

(Note 2)

(Note 3)

(Note 4)

“Number of Shares Planned to be Purchased”) (67,740,000 shares) represents
approximately 50.00% of the figure (135,471,373 shares) obtained by deducting the
treasury shares held by the Target (138,164 shares) from the Target’s total outstanding
shares as of March 31, 2007 (127,925,007 shares), and adding the maximum number of the
Target’s common stock (7,684,530 shares) which might be issued or transferred upon
exercise of the share subscription warrants attached to the PENTAX Bonds with Share
Subscription Warrants of 4,136 million yen. If the total number of shares tendered in the
Tender Offer (the “Tendered Shares, etc.”) is less than the Number of Shares Planned to be
Purchased (67,740,000 shares), none of the Tendered Shares, etc. will be purchased. If the
total number of Tendered Shares, etc. equals or exceeds the Number of Shares Planned to be
Purchased (67,740,000 shares), all of the Tendered Shares, etc. will be purchased. In order
to calculate the total number of the Tendered Shares, etc. as of the end of the Tender Offer
period, the PENTAX Bonds with Share Subscription Warrants are converted into shares at
the conversion price effective as of the end of the Tender Offer period pursuant to the terms
and conditions of issuance thereof.

There is a possibility that any share subscription warrants attached to the PENTAX Bonds
with Share Subscription Warrants could be exercised by the end of the Tender Offer pericd.
Shares of the Target’s common stock issued or transferred upon the exercise of such right
are also subject to the Tender Offer.

Shares constituting less than one unit are also subject to the Tender Offer. However, a
submission of share certificates is necessary at the time of tendering the shares (if share
certificates are deposited to Japan Securities Depository Center, Inc. (the “JASDEC”), it is
nct required to submit share certificates).

The Tender Offeror will not purchase any of the treasury shares held by the Target through
the Tender Offer.
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5. Percentage of Ownership of Shares after the Tender Offer

Classification

Number of Voting Rights

Number of Voting Rights Represented by the Number of Shares Planned to be Purchased --(a)

67,740

Of the Number in (a) above, Number of Voting Rights Represented by Residual Securities, etc.
~(b)

Of the Number in (b) above, Number of Voting Rights Represented by Depositary Receipts for
Shares, etc. —-(c)

Number of Voting Rights Represented by Shares, etc. Owned by the Tender Offeror as of the
Filing Date of the Tender Cffer Registration Statement --(d)

Of the Number in (d) above, Number of Voting Rights Represented by Residual Securitics, etc.
-{e)

Of the Number in (z) above, Number of Voting Rights Represented by Depositary Receipts for
Shares, etc.-~(f)

Number of Voting Rights Represented by Shares, etc. Owned by Parties having Special
Relationships with the Tender Offeror as of the Filing Date of the Tender Offer Registration
Statement --(g)

Of the Number in (g) above, Number of Voting Rights Represented by Residual Securities, etc.
--(h)

Of the Number in (h) above, Number of Voting Rights Represented by Depositary Receipts for
Shares, etc.--(i)

Total Number of Voting Rights of All Shareholders of the Target (as of March 31, 2007} --(j)

127,368

Ratio of Voting Rights Represented by Shares, etc. to be Purchased to the Total Number of
Voting Rights of All Sharehclders

{((a)(ip) X 100) (%)

50.00

Percentage of Ownership of Shares, etc., after the Tender Offer

((a+d+g}/(j+(b-c)+(e-0+{h-i)) X 100) (%)

50.00

(Note 1) “Number of Voting Rights Represented by the Number of Shares Planned to be Purchased (a)” is
the number of voting rights represented by the Number of Shares Planned to be Purchased

(67,740,000 shares) under the Tender Offer.
{Note 2)

“Total Number of Voting Rights of All Shareholders of the Target (j)” is based on the total

number of voting rights of all shareholders as of March 31, 2007, as stated in the Securities
Report for the fiscal year ended March 2007 (77th Period) filed on June 28, 2007. However, for
the purposes of calculation of the “Ratio of Voting Rights Represented by Shares, etc. to be
Purchased to the Total Number of Voting Rights of All Shareholders” and “Percentage of
Ownership of Shares, etc., after the Tender Offer,” the “Number of Voting Rights of All
Shareholders of the Target (j)” is the number of voting rights {135,470), which is obtained by
adding (a) 418 voting rights represented by 413,843 shares of less than one unit as stated in the
Securities Report excluding the treasury shares less than one unit held by the Target and (b) 7,684
voting rights represented by the maximum number of the Target’s common stock (7,684,530
shares) which might be issued or transferred upon exercise of the share subscription warrants
attached to the PENTAX Bonds with Share Subscription Warrants of 4,136 million yen.

Although 200,000,000 units of PENTAX Share Subscription Warrants are subject to the Tender
Offer, the transfer of PENTAX Share Subscription Warrants is restricted and the Target agreed
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(Note 3)

(Note 4)

(Note 5)

with the Tender Offeror that no PENTAX share purchase warrants would be tendered in the
Tender Offer. There is very little possibility that the Tender Offeror will actually acquire any
PENTAX Share Subscription Warrants or any common shares to be issued or transferred upon
exercise of the PENTAX Share Subscription Warrants. However, 200,000,000 shares of
common stock of the Target to be issued or transferred upon exercise of the PENTAX Share
Subscription Warrants is a very large number. If this numbet is added to the Number of Shares
Planned to be Purchased, the resulting number would be different from the actual status of the
Tender Offer and it would be difficult for shareholders and investors to understand. The number
of voting rights represented by common shares to be issued or transferred upon exercise of
200,000,000 units of PENTAX Share Subscription Warranis is not added to the calculation
shown above. The voting rights represented by the maximum number of common shares to be
issued or transferred upon exercise of 200,000,000 units of PENTAX Share Subscription
Warrants, the “Total Number of Voting Rights of All Shareholders of the Target j),” is 335,470,

“Ratio of Voting Rights Represented by Shares, etc. to be Purchased to the Total Number of
Voting Rights of All Shareholders™ and “Percentage of Ownership of Shares, etc., after the
Tender Offer” are rounded to two decimal points. Assuming that the voting rights represented by
the maximum number of common shares to be issued or transferred upon exercise of 200,000,000
units of PENTAX Share Subscription Warrants is added to the “Total Number of Voting Rights
of All Shareholders of the Target (j),” if the resulting number is used as the denominator, the
“Ratio of Voting Rights Represented by Shares, etc., to be Purchased to the Total Number of
Voting Rights of All Shareholders” and the “Percentage of Ownership of Shares, etc., after the
Tender Offer” is 20.19% and 20.19%, respectively.

The “Number of Shares Planned to be Purchased Converted into Number of Shares” (the
“Number of Shares Planned to be Purchased”) (67,740,000 shares) represents approximately
50.00% of the figure (135,471,373 shares) obtained by deducting the treasury shares held by the
Target {138,164 shares) from the Target’s total outstanding shares as of March 31, 2007
(127,925,007 shares), and adding the maximum number of the Target’s common stock
(7,684,530 shares) which might be issued or transferred upon exercise of the share subscription
warrants attached to the PENTAX Bonds with Share Subscription Warrants of 4,136 million yen.
If the total number of Tendered Shares, etc. is less than the Number of Shares Planned to be
Purchased (67,740,000 shares), none of the Tendered Shares, etc. will be purchased. If the total
number of Tendered Shares, etc. equals or exceeds the Number of Shares Planned to be
Purchased (67,740,000 shares), all of the Tendered Shares, etc. will be purchased. In order to
calculate the total number of the Tendered Shares, etc. as of the end of the Tender Offer period,
the PENTAX Bonds with Share Warrants are converted into shares at the conversion price
effective as of the end of the Tender Offer period pursuant to the terms and conditions of issuance
thereof.

Since the Tender Offeror will purchase all the Tendered Shares, etc. if the total number of
Tendered Shares, etc. equals or exceeds the Number of Shares Planned to be Purchased
(67,740,000 shares), there is a possibility that “Percentage of Ownership of Shares, etc., after the
Tender Offer” could be up to 100.00%. Although 200,000,000 units of PENTAX Share
Subscription Warrants are subject to the Tender Offer, the transfer of PENTAX Share
Subscription Warrants is restricted and the Target agreed with the Tender Offeror that no
PENTAX share purchase warrants would be tendered in the Tender Offer. There is very little
possibility that the Tender Offeror will actually acquire any PENTAX Share Subscription
Warrants or any common shares to be issued or transferred upon exercise of the PENTAX Share
Subscription Warrants.

6.  Permission, etc. for the Acquisition of Shares, etc.

4y

Type of Tendered Shares, etc.
(i) Common Stock

(ii) PENTAX Bonds with Share Subscription Warrants
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7.

(iii) PENTAX Share Subscription Warrants

(2) Governing Laws and Regulations

M

(i)

U.S. Hart-Scott-Rodino Antitrust Improvements Act of 1976

The Tender Offeror must file a notification concerning the combination of enterprises prior
to the acquisition of the shares by the Tender Offer (hereinafier in this paragraph, the “Share
Acquisition™) with the Antitrust Division of the Department of Justice and the Federal Trade
{Commission (collectively, the “Antitrust Divisions”) under the U.S. Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended (the “U.S. Antitrust Act”). Unless the
Antitrust Divisions takes measure to prohibit the Share Acquisition during a certain waiting
period (generally 15 days but it may be extended) from the date on which the notification is
accepted, the Tender Offeror may, in the context of the U.S. Antitrust Act, conduct the
Share Acquisition after the waiting period is over. The notification was accepted prior to
the date of filing of this statement.

Act Against Restraints of Competition of Germany

The Tender Offeror must file a notification prior to the Share Acquisition with the
Bundeskartellamt (the carte] authority of the Germany) under the Act Against Restraints of
Competition of 2005 of the Federal Republic of Germany, as amended (the “German Act
Against Restraints of Competition™). The Share Acquisition will be restrained during the
waiting period of one month, in principle, from such notification. If the Bundeskartellamt
gives an approval, such waiting period will expire under the German Act Against Restraints
of Competition and the Tender Offeror may conduct the Share Acquisition. The
notification was accepted prior to the date of filing of this statement.

(iti) Act Against Restraints of Competition of Spain

In consideration of the market shares of the Target group and the Tender Offeror group in
Spain, under the act against restraints of competition of Spain, the Tender Offeror must file
a notification prior to the Share Acquisition and obtain an approval from the anti-trust
supervisory authority of Spain. The initial investigation period is one month from such
notification and this investigation period may be extended for an additional three months,
when necessary. The notification was accepted prior to the date of filing of this statement.

[€ any of the above waiting periods do not expire on or before the day immediately
preceding the expiration date of the Tender Offer period and no approval is separately
obtained, the Tender Offer period and the commencement date of settlement may be
extended. If any of the above waiting periods or investigation period do not expire on ar
before the day immediately preceding the expiration date of the Tender Offer period and no
approval is separately obtained, the Tender Offeror may make a withdrawal of the Tender
Offer, determining that any event listed in Article 14, Paragraph 1, Item 4 of the
Enforcement Order occurs as described in “(2) Existence (or Non-existence) of Conditions
for Withdrawal of the Tender Offer, Details thereof, and Manner of Disclosure of
Withdrawal” of “11. Other Conditions and Procedures Relating to the Tender Offer.”

(3) Date and Serial Number of Permission, etc.

Not applicable.

Procedure for Tendering and Canceling of Agreement

(1) Procedure for Tendering Shares

(i)

Tender Offer agent
Mitsubishi UFJ Securities Co., Ltd.
2-4-1, Marunouchi, Chiyoda-ku, Tokyo

-15 -




(i)

(iii)

(iv)

)

(vi)

(vii)

Shareholders, etc., who tender the Tender Offer (which means shareholders and holders of
the PENTAX Bonds with Share Subscription Warrants and PENTAX Share Subscription
Warrants, hereinafter the “Tendering Shareholders, etc.”) will be required to fill out the
prescribed “Form for Tender” and submit it together with the Tendered Shares, etc. to the
head office or any Japanese branch of the Tender Offer Agent by 4 p.m. on the last day of
the period of the Tender Offer. Tendering Shareholders, etc. will need to produce their
seals at the time of tender.

Tenders of shares through securities firms other than the Tender Offer Agent shall not be
accepted under the Tender Offer.

Share certificates kept in custody by the Tender Offer Agent (or by JASDEC through the
Tender Offer Agent) do not have to be submitted. However, any depositary receipt issued
for the share certificates kept in custody must be submitted. Holders tendering share
subscription warrants which have a restriction that requires an approval by the beard of
directors of the Target for the acquisition of the share subscription warrants by transfer
must submit a transfer approval notice issued by the Target.

If a global bond for the PENTAX Bonds with Share Subscription Warrants is kept in
custody by Euroclear Bank S.A./N.V. or Clearstream Banking, société anonyme which is a
clearing house in Europe (each “Euro Clearing House™), certificates for the PENTAX
Bonds with Share Subscription Warrants do not have to be submitted.

The transfer of the PENTAX Share Subscription Warrants is subject to an approval of the
board of directors of the Target.

If the Tendered Shares, etc. have not been issued, the relevant shareholders shall request
the Target to issue certificates and tender such certificates to the head office or any
Japanese branch of the Tender Offer Agent by 4 p.m. of the last day of the Tender Offer
period.

(viii) The Target’s shares which will be issued or transferred and delivered upon exercise of the

(ix)

x)

(xi)

share subscription warrants attached to the PENTAX Bonds with Share Subscription
Warrants and PENTAX Share Subscription Warrants are also subject to the Tender Offer.

Tendering Shareholders, etc. who do not have an account with the Tender Offer Agent are
required to open a new account therewith. Tendering shareholders opening a new account
with the Tender Offer Agent must submit identification documents {see Note 1 below).
Tendering Shareholders, etc. who have already opened an account may also be required to
submit identification documents. Please contact the Tender Offer Agent with respect to the
d=tails of the identification documents, etc. Holders tendering the PENTAX Bonds with
Share Subscription Warrants are required to open a foreign securities account.

If a global bond for the PENTAX Bonds with Share Subscription Warrants is kept in
custody by common depository for the Euro Clearing House, during the Tender Offer
period, the tendered PENTAX Bonds with Share Subscription Warrants will be required to
be transferred to the customer sub-account of the settlement account of the Tender Offer
Agent which is opened with Euroclear Bank S.A/N.V. In tendering the PENTAX Bonds
with Share Subscription Warrants, the designation form for custodian of foreign securities
specifying the customer sub-account of the settlement account of the Tender Offer Agent
will be required to be submitted together with the Form of Tender. The holders of the
PENTAX Bonds with Share Subscription Warrants who followed the above procedures
will, after the opening of the account with the Tender Offer Agent, hold their PENTAX
Bonds with Share Subscription Warrants for the period from the successful completion of
the Tender Offer to the settlement of such PENTAX Bonds with Share Subscription
Warrants.

lJpon receiving a tender from Tendering Shareholders, etc., the Tender Offer Agent shall
deliver a receipt of tender under the Tender Offer to such Tendering Shareholder.

-16-




(xii) Shareholders (which means shareholders and holders of the PENTAX Bonds with Share
Subscription Warrants and the PENTAX Share Subscription Warrants, including corporate
shareholders) residing in foreign countries (the “Foreign Shareholders™) must tender
through their standing agents in Japan. Foreign Shareholders must submit appropriate
identification documents (see Note 1 below).

(xiii) In the case of individual shareholders residing in Japan, the difference between the sale
price of the Tendered Shares, etc. purchased by the Offeror and the acquisition costs is
subject to separate self-assessment taxation concerning capital gains from transfer of
shares, etc (see Note 2 below).

(Note 1) Identification Documents

The following identification documents will be required when a Tendering
Shareholder, etc. opens a new account with the Tender Offer Agent:

Individuals:  Copy of residence certificate (an original prepared within the past
six months), health insurance card, driver’s license, etc. (documents
that identify the individual’s name, address and birth date)

Corporations: A certified copy of corporate registration or documents issued by
governmeantal institutions (prepared within the past six months that
identify both the corporation’s name and the address of the head
office or principal office)

In addition to the identification of the corporate shareholder,
personal identification of each person responsible for the transaction
(or representative of the corporation if such representative effects
the transaction) will be required.

Foreign In the case of foreigners (excluding residents of Japan) or

Shareholders: corporations who have their head office or principal office in
foreign countries, documents issued by a foreign government or
competent international organizations approved by the Japanese
government or other similar documents which are equivalent to the
identification documents of residents of Japan

(Note 2) Separate self-assessment taxation concerning capital gains from transfer of shares,
etc. (for individual shareholders residing in Japan)

In general, individual shareholders residing in Japan will be subject to separate
self-assessment taxation with respect to capital gains from transfer of shares, etc.
Sales through tender under the tender offer will be treated as ordinary sales through
securities companies. Please consult with a tax accountant or other experts with
respect to specific tax matters at your own discretion.

(2) Procedure for Canceling Agreement

Tendering Sharecholders, etc. may, at any time during the Tender Offer period, cancel their
tender under the Tender Offer. Tendering Shareholders etc, who wish to cancel their tender must
deliver, or send by mail, a cancellation notice stating that such Tendering Shareholder, etc.
cancels its tender under the Tender Offer (the “Cancellation Notice”) together with a receipt of
tender under the Tender Offer to the head office or any Japanese branch of the party specified
below by no later than 4 p.m. on the last day of the Tender Offer period. The cancellation of
tender will take effect at the time when the Cancellation Notice is delivered to, or reaches, the
party stated below. However, if the Cancellation Notice is sent by mail, it must reach the party
stated below by no later than 4 p.m. on the last day of the Tender Offer period.

Party authorized to receive the Cancellation Notice are:

-17-




Mitsubishi UFJ Securities Co., Ltd. 2-4-1, Marunouchi, Chiyoda-ku, Tokyo
(or any other domestic branch of Mitsubishi UFJ Securities Co., Ltd.)
(3) Procedure for Returning of Share Certificates, etc.

If a Tendering Shareholder, etc. applies for cancellation of an agreement concerning the Tender
Offer in accordance with *(2) Procedure for Canceling Agreement” described above, Tendered
Shares will be returned promptly after the completion of the cancellation procedures in
accordance with the manner described in “(4) Procedure for Returning Share Certificates, etc.”
under “10. Settlement Procedure” below.

(4) Name and Location of Head Office of the Securities Company, Bank, etc. in Charge of Custody
and Return of Share Certificates, etc.

Mitsubishi UFJ Securities Co., Ltd. 2-4-1, Marunouchi, Chiyoda-ku, Tokyo

Funds Required for Tender Offer
(1) Funds, etc. Required for Tender Offer

Purchase Price (yen) --(a) 52,159,800,000

Type of Consideration other than Cash -

Total Amount of Consideration other than Cash -

Commissions --(b) 200,000,000
Other --(c) 10,000,000
Total: (a) + (b + (<) 52,369,800,000

(Note 1) The “Purchase Price (yen) (a)” section shows an amount required to acquire the Number
of Shares Planned to be Purchased (67,740,000 shares) if all of the Tendered Shares, etc.
are common stock. If the total number of the Tendered Shares, etc. equals or exceeds the
Number of Shares Planned to be Purchased (67,740,000 shares), all of the Tendered Share
Certificates, etc. will be purchased. “Purchase Price (a)” is 104,512,187,210 yen and
“Commissions (b)” is 360,000,000 yen, if the Tender Offeror purchases the total
{135,609,537 shares) of the number of issued shares (127,925,007 shares) as of March 31,
2007, as stated in the Target’s Securities Report for the fiscal year ended March 2007
(77th Period) filed by the Target on June 28, 2007 and the maximum number of the
‘Target’s common stock (7,684,530 shares) potentially issued or transferred upon exercise
of the share subscription warrants attached to the PENTA X Bonds with Share
Subscription Warrants of 4,136 million yen, minus the treasury shares held by the Target
(138,164 shares}, common shares held by The Tender Offeror (1,000 shares), and
200,000,000 units of the PENTAX Share Subscription Warrants. In such case, if “Other
(c)” are added, the purchase price is 104,882,187,210 yen,

(Note 2) The “Commissions (b)” section shows an estimated amount of the commissions payable
to the Tender Offer Agent.

(Note 3) The “Other (c)” section shows an estimated amount of expenses incurred for providing
public notice in newspapers with regard to the Tender Offer and printing copies of the
Tender Offer Explanatory Statement and other necessary documents.

{(Note 4) 'The above amounts do not include consumption tax, local consumption tax, etc.
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(Note 5) In addition, although there are other expenses payable to the Tender Offer Agent and legal
advisors, etc., the amount of such expenses remains to be confirmed until the Tender
Offer is completed.

(2) Bank Deposits, Borrowings, etc. Available for Allocation to the Funds Required for Tender
Ofter

(i) Bank Deposits as of the Day Immediately Preceding or Two Days Preceding the Filing
Date of this Statement

Type Amount (in thousands of yen)

Total --(a) -

(ii) Borrowings before the Filing Date of this Statement

a. Financial Institutions

Business of Lender Name, etc. of Lender Terms of Applicable Loan . Amount
Agreement (in thousands of yen)
1 - - . -
2 - - - -
Total -
b.  Lenders other than Financial Institutions
. Terms of Applicable Loan Amount
Business of Lender Name, etc. of Lender Agreement (in thousands of yen)
Total -
(iii) Funds to be Obtained on or after the Filing Date of this Statement
a.  Financial Institutions
Business of Lender Name, etc. of Lender Terms of Applicable Loan . Amount
Agreement {in thousands of yen)
1 - . - -
2 Bank The Bank of Borrowings of amount 105,000,000
Tokyo-Mitsubishi UF], equal to the funds required
Lid. for the purchase, etc.
2-7-1, Marunouchi,
Chiyoda-ku, Tokyo
Total -{b} 105,000,000

{(Note) The Tender Offeror obtained a certificate from The Bank of Tokyo-Mitsubishi UFJ, Ltd.
stating that The Bank of Mitsubishi-Tokyo UFJ, Ltd. is ready to make a loan up to the
above-described amount as the funds required for the Tender Offer. The terms and
conditions of finance will be determined through separate consultation,
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b. Lenders other than Financial Institutions

Business of Lender Name, etc. of Lender Terms of Applicable Loan . Amount
Agreement (in thousands of yen)
Total -c) -
(iv) Other Method of Financing
Description Amount (in thousands of yen)
Total --(d) R

(v} Total Amount of Bank Deposits, Borrowings, etc. Applicable to the Funds Required for the
Tender Offer

105,000,000 thousands of yen ((a) + (b) + (c) + (d))

(3) Relaticnship, etc. between the Tender Offeror and Issuer of Securities Used as Consideration for
the Tender Offer

Not applicable,

9.  Status of the Issuer of Securities Used as Consideration for the Tender Offer

Not applicable.

10. Settlement Procedure
(1) Name and Location of Head Office of Securities Company, Bank, etc. to Scttle the Tender Offer
Mitsubishi UFJ Securities Co., Ltd. 2-4-1, Marunouchi, Chiyoda-ku, Tokyo
(2) Commencement Date of Settlement
Tuesday, August 14, 2007

(Note) Wednesday, August 22, 2007 if the Tender Offer period is extended pursuant to the
provisions of Article 27-10, Paragraph 3 of the Law.

(3) Settlement Procedure

A written notice regarding purchase, etc. under the Tender Offer will be mailed to the address of
each Tendering Shareholder, etc. {or the standing proxy in the case of a Foreign Shareholder,
etc.) without delay after the expiration of the Tender Offer period.

Purchases shall be settled in cash. The Tender Offer Agent will remit to the place designated by
each Tendering Shareholder, etc. the sales price with regard to the shares purchased in
accordance with the instructions given by the Tendering Sharcholders, etc. (or the standing
proxy in the case of a Foreign Shareholder, ete.) without delay on or afier the commencement
date of settlement.




(4)

Procedure for Returning Share Certificates, etc.

In the event that all of the Tendered Shares, etc. are not purchased under the terms set forth in
“(1) Existence {or Non-existence) and Details of Conditions Listed in the Items of Paragraph 4
of Article 27-13 of the Law” or “(2) Existence (or Non-existence) of Conditions for Withdrawal |
of the Tender Offer, Details thereof, and Manner of Disclosure of Withdrawal” of 1. Other
Conditions and Procedures Relating to the Tender Offer” below, the Tender Offer Agent will, in
accordance with the direction of the Tendering Sharcholders, ete. {or the standing proxy in the
case of a Foreign Shareholder, etc.) and without delay on or after the commencement date of the
settlement (or in the case where the Tender Offer is withdrawn, the date of withdrawal of the
Tender Offer), return the share certificates, ¢tc. by delivering them to the Tendering
Shareholders, etc. or sending them by mail to the address of the Tendering Shareholders, etc. {or
the standing proxy in the case of a Foreign Sharcholder, etc.), or, with respect to the share
certificates, etc. kept in custody by the Tender Offer Agent (or by JASDEC through the Tender
Offer Agent or, in the case of the PENTAX Bonds with Share Subscription Warrants, by
Euroclear Bank S.A./N.V.) at the time of tender, return such share certificates, etc, to the same
condition of custody as at the time of tender.

11.  Other Conditions and Procedures Relzliting to the Tender Offer

(1)

2)

(3)

4

Existence (or Non-existence) and Details of Conditions Listed in the [tems of Paragraph 4 of
Article 27-13 of the Law

If the total number of Tendered Shares is less than the Number of Shares Planned to be
Purchased (67,740,000 shares), none of the Tendered Shares will be purchased. If the total
number of Tendered Shares equals or exceeds the Number of Shares Planned to be Purchased
(67,740,000 shares), all the Tendered Shares will be purchased,

Existence (or Non-existence) of Conditions for Withdrawal of the Tender Offer, Details thereof,
and Manner of Disclosure of Withdrawal.

Upon the occurrence of any event listed in Article 14, Paragraph 1, Items 1(J) through (rf) and
(wo) through (so), Item 2(J), Items 3() through {c¢/), [tem 4, Item 5, and Article 14, Paragraph 2,
Items 3 through 6 of the Enforcement Order, the Tender Offeror may withdraw the Tender Offer.

When withdrawing the Tender Offer, the Tender Offeror will give an electronic public notice and
announce in The Nihon Keizai Shimbun newspaper that such public notice has been given;
provided, however, that if it is deemed difficult to give such public notice by the last day of the
Tender Offer period, a public announcement pursuant to Article 20 of the Cabinet Office
Ordinance shall be made, and public notice shall be given promptly thereafter,

Existence (or Non-existence) of Conditions for Reducing Tender Offer Price, Details thereof, and
Manner of Disclosure of Reduction

If the Target engages in any act stipulated in Article 13, Paragraph 1 of the Enforcement Order
pursuant to Article 27-6, Paragraph 1, Item | of the Law during the Tender Offer period, the
Tender Offeror may reduce the Tender Offer price as set forth in Article 19, Paragraph | of the
Cabinet Office Ordinance.

When reducing the Tender Offer price, the Tender Offeror will give an electronic public notice
and announce in The Nihon Keizai Shimbun newspaper that such public notice has been given;
proviced, however, if it is deemed difficult to give such public natice by the last day of the
Tender Offer period, a public announcement pursuant to Article 20 of the Cabinet Office
Ordinance shall be made, and public notice shall be given promptly thereafier. All Tendered
Shares, etc. tendered on and prior to the date of such public announcement shall also be
purchased at the reduced prices.

Matters regarding Right of Tendering Shareholders, etc. to Cancel Agreement

Tendering Shareholders, etc. may cancel any agreement concerning the Tender Offer at any time
during the Tender Offer period. Any such agreement shall be cancelled in accordance with “(2)
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()

(6

(7

(8)

Procedure for Canceling Agreement” of “7. Procedure for Tendering and Canceling of
Agreement ” above.

No claim for indemnification or civil penalties will be made by the Tender Offeror against
Tendering Shareholders, ¢tc. should they cancel their tenders. Further, the expenses incurred in
returning the Tendered Shares, etc. will be borne by the Tender Offeror.

Manner of Disclosure in case of Modification of Conditions, etc. of the Tender Offer

During the Tender Offer period, the Tender Offeror may modify the conditions, etc. of the
Tender Offer except as prohibited in Article 27-6 of the Law and Article 13 of the Enforcement
Order.

When modifying the conditions, etc. of the Tender Offer, the Tender Offeror will give public
notice providing the details of such modifications electronically and announce in The Nihon
Keizai Shimbun newspaper that such public notice has been given; provided, however, that if it is
deemed difficult to give such public notice by the last day of the Tender Offer period, a public
announcement pursuant to Article 20 of the Cabinet Office Ordinance shall be made, and public
notice shali be given promptly thereafter. All Tendered Shares, etc. tendered both on and prior to
the date of such public notice shall be purchased in accerdance with the modified conditions, etc.
of the Tender Offer.

Manner of Disclosure upon Filing of Amendment to Registration Statement

If the Tender Offeror files any Amendment to this Registration Statement with the Director
General of the Kanto Local Finance Bureau, the Tender Offeror shall promptly make a public
announcement regarding such amendment to the extent that it relates to any information
contained in the Public Notice of the Commencement of the Tender Offer pursuant to Article 20
of the Cabinet Office Ordinance. The Tender Offeror shall immediately amend the Tender Offer
Explanatory Statement and provide the amended Tender Offer Explanatory Statement to the
Tendering Shareholders, etc. who have received the original Tender Offer Explanatory
Statement, However, if only limited amendments are made, instead of providing an amended
Tender Offer Explanatory Statement, the Tender Offeror shall prepare and provide a document
stating the reasons for such amendments, the items that have been amended, and the amended
information,

Manner of Disclosure of Results of the Tender Offer

The results of the Tender Offer will be publicly announced pursuant to Article 9-4 of the
Enforcement Order and Article 30-2 of the Cabinet Office Ordinance on the date immediately
following the last day of the Tender Offer peried.

Other Matters

The distribution of this Tender Offer Registration Statement, the Explanation of Tender Offer
and other materials relating thereto may be restricted under laws in certain jurisdictions. The
Tender Offeror requests any person receiving this Tender Offer Registration Statement, the
Explanation of Tender Offer and other materials relating thereto to be aware of and comply with
such restrictions.
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Part 1l. Description of the Tender Offeror

1. Purchases by the Corporation

(1) Company overview

Company history

1941 | November | Anoptical glass production plant (Toyo Kogaku Garasu Seizosho) was established in the city of Hoya, Tokyo (now part of
Nishi Tokyo city), and began production of optical glass

1944 | August The plant incorporated under the name Toyo Kogaku Garasu Seizosho Co.,, Ltd., with a total capital of ¥1.2 million

1945 | October Began production of crystal tableware products

1947 | August The Company changed its name to HOYA Crystal Garasu Seizosho

1960 | November | The Company established the Showa Plant in Akishima City, Tokyo (currently, the Akishima Plant). The Company merged
with three affiliates: HOYA Kogaku Kogyo, Yamanaka Kogaku Kogyo and HOY A Kogaku Garasu Hanbai, and changed
its name to HOYA Glass Works

1961 | October HOYA Glass Works listed its shares on the Second Section of the Tokyo Stock Exchange

1962 | May Began production of eyeglass lenses

October Shares were listed on the Second Section of the Nagoya Stock Exchange

1963 | May The Company established the Musashi Plant, in Iruma City, Saitama Prefecture

1972 | December | Began production of soft contact lenses

1973 | February Shares listed on the First Sections of the Tokyo Stock Exchange and Nagoya Stock Exchange

1974 | January Began production of IC mask substrates .

1982 | October The Company merged with its subsidiary, HOYA Electronics Co., Ltd. {currently, the Nagasaka Plant)

1983 | January ‘The Company established the Hachioji Plant in Hachioji City, Tokyo,and began production of IC photornasks

1984 | August Construction of a new Head Office building was completed, at the current site

Qctober The Company merged with subsidiaries HOY A Lens Corporation and HOYA Crystal Corporation, and changed its name to
HOYA Corp.

1985 | April Tae Company established its Kodama Plant in Honjo City, Saitama Prefecture (currently, the Medical Division's Kodama
Laboratory)

1987 | June Bzgan production of intraocular lens implants, used in cataract surgery

November | Began production of aspherical molded glass lenses, using optical glass

1989 | April Established subsidiaries HOYA Europe B.V. (currently OCHIAI Holdings N.V.) in the Netherlands, to serve as its
European headquarters, and HOYA Corporation USA, to serve as its North American headquarters

1991 | March Introduced glass disks substrates for HDDs {glass electromagnetic disks)

1996 { November | Established the Kumamoto Plant in Ozu-machi, Kikuchi-gun, K umamoto Prefecture

1997 | April Introduced an “internal company system,” reorganizing Group operations into two intemal companies — Electro-Optics and
Vision Care — and three subsidiaries ~-HOY A Photonics, Inc., HOYA Healthcare Corp., and HOYA Crystal Corp. (currently
the Crystal Company)

May Established a third regional headquarters in Asia (Singapore), HOYA Holdings Asia Pacific Pte. Ltd. This regional base
joined HOYA Holdings N.V. and HOYA Holdings, Inc., which had been designated in April 1997 as the European
headquarters and the North American headguarters, respectively

December | HOYA Lens Deutschland GmbH became the first Group company to receive 1ISQ 14001 certification

1998 | Apnl Began releasing consolidated financial results on a quarterly basis
1999 | February All major domestic plants received [SO 14001 certification
September | Acquired the Belgian eyeglass manufacturer Buchmann Optical Industries N.V. (currently HOYA Lens Belgium N.V.)
2000 | April Acquired Optical Resources Group, Inc., a US-based, made-to-order manufacturer of eyeglasses (Absorbed by HOYA
Corp. in March 2001, and restructured as the North American branch of the Vision Care company).
July Acquired the semiconductor photomask production division of Oki Electric Industry Co., Lid.
2002 | May Began production and sale of 3C-SiC, a new substrate material for semiconductors

August Established a technical alliance with Dai Nippon Printing Co., Ltd. to jointly develop mask blanks for next-generation

semiconductors
2003 | Januvary The Company de-listed its shares from the First Section of the Nagoya Stock Exchange

March ‘The Company merged with subsidiaries HOYA Crystal Corp, and HOY A Crystal Shop Corp. (currently, part of the Crystal
Company)

June IZstablished a “corporation-with-commitiees” system

July Transferred global financial management operations to a holding company in Europe

2004 | February “The Company merged with subsidiary HOYA Optics Corp.
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March Acquired the HDD glass disk business of Nippon Sheet Glass Co., Ltd.

October Established a Level-1 American Depositary Receipt (ADR) program

2005 | November | Conducted a four-for-one split of common shares

2006 | March The Company merged with subsidiary HOYA Advanced Semiconductor Technologies Co., Ltd.

Qctober The Company transferred manufacturing operation of contact lenses to subsidiaries HOY A Healthcare Corp.

(2) Company purpose and content of business activities

Purpose of the Company

The purpose of the Company (purchaser) is to carry out the following business activities:

(M
(2)
(3)
(4)
(5)
(6)
(7}

(8)
&)
(10)
(1)
(12)
(13)
(14)
(15)
(16)
(17)
(18)

Production and sale of various types of glass and ceramic products

Production and sale of various types of chemical materials and products

Production and sale of electronics-related materials, components and equipment
Production and sale of optoelectronics-related materials, components and equipment
Production and sale of optical glass, optical machinery and related preducts

Production and sale of measuring equipment, meters, and their components

Production and sale of eyeglass lenses, frames, production equipment and related medical
equipment

Production and sale of contact lenses and related medical equipment

Production, wholesaling and sale of intra-ocular lens implants

Production and sale of pharmaceuticals, quasi-drugs, medical supplies and medical equipment
Production and sale of tableware, household items and related products

Production and sale of decorative ornaments and interior products

Development and sale of software

Provision of data telecommunications services and database services

Operation of ISP and Internet advertising services

Design, planning and development of Internet websites for corporations

Import and export of products listed in each of the preceding items

Any and all businesses incidental to any of the preceding items.

Content of Business Activities

The Group, comprising the Company and its 68 subsidiaries and affiliates (as of March 31, 2007), operates
businesses related to the production and sale of optoelectronics products, photonics products, vision care
and health care items and crystal products, as well as related services and support activities. All of the
products are manufactured by the Company or its domestic and overseas subsidiaries and affiliates.

Domestic sales of manufactured items and merchandise are generally conducted through direct sales to
other manufacturers and specialty stores, whereas export sales primarily involve sales by the parent
company, using one of its overseas affiliates as a sales agent.

The Group is managed on a global basis, via a consolidated group management structure. Individual
business divisions, such as the information technology division and eye care division, are each responsible
for managing their own fields of operations, in accordance with the management strategies formulated by
the global headquarters of the Company. Regional head offices have been established for North America,
Europe and Asia, in order to strengthen relationships in the region and lend support to local legal
compliance and internal auditing activities. Financial management activities are carried out on a global
basis, and these operations are headquartered at Netherlands Branch of the Company.

(3) Total capital and total outstanding shares (as of July 3, 2007)
Total capital Todtal shares outstanding
¥6,264,201 967 435,017,020 shares
(4) Major shareholders (as of March 31, 2007)
I Shareholder’s Name I Address or Location Shares held Percentage of J
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(hundreds) total shares
outstanding
Japan Trustee Services Bank, Ltd, (Trust 8-11, Harumi 1-Chome, Chuo-ku, Tokyo 293,646 6.75%
account)
Master Trust Bank of Japan, Lid. (Trust 11-3, Hamamatsucho 2-Chome, Minato-ku, Tokyo 235,087 5.40%
account)
The Chase Manhattan Bank N.A., London 360 N. Crescent Drive Beverly Hills, CA 90210 US.A
(Custody: Mizuho Corporate Bank, Kabutocho | (6-7 Kabutoche, Nikonbashi, Chuo-ku, Tekyo) 144,323 131%
Custody & Proxy Dept.)
State Street Bank & Trust Co. 505103 PO Box 351, Boston, Massachusetts 02101 USA (6-7
(Custody: Mizuho Corporate Bank, Kabutocho | Kabutocho, Nihonbashi, Chuo-ku, Tokyo) 119,103 2.73%
Custody & Proxy Depl)
Daiichi Mutual Life [nsurance Co. {Custody: 13-1 Yurakucho 1-Chome, Chiyoda-ku Tokyo (Harumi
Trust & Custody Services Bank, Ltd.) [sland Triton Square Office Tower Z, 8-12 Harumi 115,306 2.65%
1-Chome, Chuo-ku, Tokyo)

State Street Bank & Trust Co. (Custody: PO Box 351, Boston, Massachusetts 02101 USA (6-7
Mizuho Corporate Bank, Kabutocho Custody & | Kabutocho, Nihonbashi, Chuo-ku, Tokyo) 105,043 2.41%
Proxy Dept)
Nippon Life Insurance Company 6-6 Marunouchi 1-Chome, Chiyoda-ku, Tokyo 100,001 2.29%
Mazmoru Yamanaka Nerima-ku, Tokyo 90,197 207T%
The Chase Manhattan Bank 3850136 (Custody: | 360 N. Crescent Drive, Beverly Hills, CA 90210 USA
Mizuho Corporate Bank, Kabutocho Custody & | (6-7 Kabutocho, Nihonbashi, Chuo-ku, Tokyo) 88,677 2.03%
Proxy Dept)
Deutche Bank Trust Company Americas 60 Wall Street, 27" Floor, New York, NY USA
(Custody: Sumitomo Mitsui Banking Corp, {1-2 Yurakucho 1-Chome, Chivoda-ku Tokyo) 78,340 1.80%
Global Investors’ Servicas Dept.)
Total — 1,369,726 31.49%

Notes: (1) Odd lot share amounts of less than one unit (100 shares) are rounded down.

(2) The Company received a copy of a report of major shareholdings dated January 22, 2007, from Capital
Research & Management Company, ete. (“CRMC"), According to the report, CRMC reported that it
held 22,538,210 shares of the Company’s stock. However, it was not possible to confirm the number of
shares held by CRMC as of the end of the fiscal year, and for that reason CMRC is not included in the
above list of major shareholders. The details of CRMC’s report of major shareholdings are as follows:

Shareholder’s name: Capital Research & Management Company, etc.

Address: 333 South Hope Street, Los Angeles, CA 90071 USA
Number of shares held: 22,538,210 shares
Percentage of total shares outstanding: 5.18%

The Company received a copy of a report of major sharcholdings dated February 28, 2007, from
Fidelity Investments Japan Limited (“Fidelity™). According to the report, Fidelity reported that it held
21,812,700 shares of the Company’s stock. However, it was not possible to confirm the number of
shares held by Fidelity as of the end of the fiscal year, and for that reason Fidelity is not included in the
above: list of major shareholders. The details of Fidelity’s report of major shareholdings are as follows:

Shareholder’s name: Fidelity Investments Japan Limited
Address: Shiroyama Trust Tower, 3-1 Toranomon 4-Chome, Minato-ku, Tokyo
Number of shares held: 21,812,700 shares

Percentage of total shares outstanding: 5.01%

(5) Company Directors, Work History and  Number of Shares Held (as of July 3, 2007)
Position Job title Name | Date of Birth Work history Shares held
(hundreds)
Director Chairman, Takeo May 11, Jun. 1953 Joined IBM Japan, Ltd. 40
Nomination Shiina 1929 May 1962 Director of IBM lapan, Ltd.
Committee Feb. 1975 President and Representative Director of [BM
Japan, Ltd.
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Jan. 1993 Chairman of IBM Japan, Ltd.

Jun, 1995 Director of the Company (present post)

Dec. 1999  Senior Advisor to [BM Japan, Lid.

May 2007 General Advisor to IBM Japan, Ltd, (present post}

Director Chaimman, Yuzaburo | Feb. 13, Apr. 1958 Joined Noda Shoyu Co,, L1d. (cumrently 40
Compensation| Mogi 1935 Kikkoman Corporation)

Committee Mar. 1979  Director of Kikkoman Corporation
Mar. 1982 Managing Director of Kikkoman Corporation
Oct. 1985 Managing Director and Representative Director of
Kikkoman Corporation
Mar. 1989 Executive Managing Director and Representative
Director of Kikkoman Corporation
Mar. 1994  Executive Vice President and Representative
Director of Kikkoman Corporation
Feb. 1995 President and Representative Director of
Kikkeman Corporation
Jun. 2001 Director of the Company (present post)
Jun. 2004  Representative Director, Chairman and CEQ of
Kikkoman Corporation (present post}
Director Yoshikaz | Mar. 16, Apr. 1957 Joined Missan Motors Co., Ltd. 216
uHanawa | 1934 Jun. 1985 Director of Nissan Motor Co., Lid.
Jan, 1988  Managing Director, Nissan Motor Co,, Ltd.
Jun. 1990 Executive Managing Director of Nissan Motor
Co., Ltd.
N Jun. 1991 Executive Vice President and Representative
Director of Nissan Motor Co., Ltd.
Jun. 1996  President and Representative Director of Nissan
Motor Co., Ltd
Jun, 1999  Chairman, President, Representative Director and
CEO of Nissan Motor Co., Lid.
Jun, 2000 Chairman, Representative Director and CEC of
Nissan Motor Co., Ltd.
Jun. 2001  Chairman and Representative Director of Nissan
Motor Co., Lid.
Jun, 2003 Advisor and Honorary Chairman of Nissan Motor
Co., Lid.
Jun, 2003  Director of the Company (present post)
Jun. 2005 Honorary Chairman of Nissan Moter Co., Ltd,
{present post)
Director Eiko Jan. 1, Dec. 1969 Joined RECRUIT Co., Ltd. —
Kono 1946 Apr. 1984 Director of RECRUIT Co., Ltd.
Aug, 1985 Managing Director of RECRUIT Co,, Ltd.
Nov. 1986 Senior Managing Director of RECRUIT Co., Ltd.
Jul. 1994 Executive Vice President of RECRUIT Co., Ltd.
Jun, 1997  President and Representative Director of
RECRUIT Co,, Ltd.
Jun, 2003 Director of the Company {present post)
Jun. 2003 Chairperson and CEQ of RECRUIT Co., Ltd.
Apr, 2004 Chairperson and Chairperson of the Board of
Directors of RECRUIT Co., Lid
Jun. 2005  Special Advisor of RECRUIT Co., Ltd, (present
post)

Director Chairman of | Yukiharu | May 9, Apr. 1957 Joined the Ministry of International Trade and —
Audit Kodama 1934 Industry (MITI) (currently Ministry of Economy,
Committee Trade and Industry (METI))

Jun. 1985  Director General of the Minister's Secretariat MITI
Jun. 1988  Director Generat of Industrial Policy Bureau
MITI
Jun. 1989 Administrative Vice-Minister of METT
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Jun, 1991  Retired from MITI
Jun. 1991  Advisor to Japan Industrial Policy Research
Institute (PRI}
Feb. 1992 Advisor to the Industrial Bank of Japan
Jun, 1993 President of The Shoko Chukin Bank
Jun. 2001  Director of Mitsui OSK Lines (present post)
Jul, 2001 Chairman of the Japan Information Processing
Development Corporation (present post)
Jun. 2005 Director of the Company (present post)
Representative | Presidentand | Hiroshi Aug. 31, Apr. 1985 Joined the Company 7,220
Executive CEQ Suzuki 1958 Jun. 1993 Director of the Company
Officer Jun. 1997  Managing Director of the Company
Apr. 1999 Managing Director of the Company and
President, Electro-Optics Company
Jun. 1999 Executive Managing Director of the Company
Jun, 2000 President and Representative Director of the
Company
Jun. 2003 Director, President, Representative Executive
Officer and CEO of the Company (present post)
Executive Chief Kenji Nov. 8, Mar. 1970 Joined the Company 448
Officer Financial Ema 1947 Jun. 1993 Director of the Company, in charge of Administration
Officer Planning, Accounting and Purchasing
Jun. 1997  Managing Director of the Company, in charge of
Strategy, Planning and Finance
Jun. 2000  Executive Managing Director of the Company, in
charge of Corporate Finance
Jun. 2001  Executive Managing Director and CFO of the
Company
Jun, 2003  Director, Executive Officer and CFO of the
Company
Jul, 2003 President of HOYA Holdings N.V.
Jan. 2007  Exccutive Officer Chief Financial of HOYA
CORPORATICN, Netherlands Branch (present post}
Executive Chief Hiroaki Jul. 31, Apr. 1992 Jjoined the Company 80
Officer Technology Tanji 1952 Apr. 1997 General Manager, Institute of Advanced
Officer and Technology, R&D Center of the Company
Head of Jul, 1999 Senior Vice President of HOYA HOLDINGS,
Business INC
Development Jun. 2000 Director of the Company
Division Nov. 2001 Director and Head of Business Development
Division of the Company
Jun 2003 Director, Executive Officer and Head of Business
Development Division of the Company
Jun 2006 Director, Executive Officer, Chief Technology
Officer and Head of Business Development
Division of the Company
Jul 2006 Directer, Executive Officer and Chief Technology
Officer of the Company (present post)
Total 8,044

Notes: (1) Odd lot share amounts of less than one unit {100 shares) are rounded down.

(2) Mr. Takeo Shiina, Mr. Yuzaburo Mogi, Mr. Yoshikazu Hanawa, Ms. Eiko Kono and Mr. Yukiharu
Kodama are external directors, as provided for in Article 2, Paragraph 15 of the Company Law of

Japan.

(3) The term of office of each Director shall expire one (1) year reckoned from the close of the

annual general meeting of shareholders held on June 19, 2007,

The term of office of each Executive Officer shall expire one (1) year reckoned from the close

of the first meeting of the board of directors convened after the close of the annual general
meeting of shareholders held on June 19, 2007,
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{4) The Company has adopted a “corporation-with-committees,” including the Monitoring Committee,
Nominating Committee, and Compensation Committee. The members of these committees are listed

below.
Name of Committee Members (Directors)
Monitoring Committee Yukiharu Kodama, Takeo Shiina, Yuzaburo Mogi, Yoshikazu Hanawa, Eiko Kono
Nominating Committee Takeo Shiina, Yuzaburo Mogi, Yoshikazu Hznawa, Etko Kono, Yukiharu Kodama
Compensation Commitiee Yuzaburo Mogi, Takeo Shiina, Yoshikazu Hanawa, Eiko Kono, Yukiharu Kodama

(2) Accounting conditions
(1) Methods used in preparing consclidated financial statements

The Company’s consolidated financial statements were prepared on the basis of the “Regulations
Concemning Terminology, Forms and Method of Preparation of Consolidated Financial Statements”
(Ministry of Finance Ordinance No. 28, of 1976)

Consolidated financial statements for the Company’s 68" fiscal year (April 1, 2005 — March 31,
2006) were based on the "Regulations of Consolidated Financial Statements” prior to the recent
revision, while consolidated financial statements for the Company’s 69" fiscal year (April 1, 2006 -
March 31, 2007) were based on the "Regulations of Consolidated Financial Statements” following
the revision,

(2) Auditing certification

In accordance with article 193-2 of the Securities and Exchange Law, the Company’s consolidated
financial statements for the 68™ fiscal year (Aprit 1, 2005 — March 31, 2006) and the 69" fiscal year
(April 1, 2006 — March 31, 2007) were audited by KPMG AZSA & Co.
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Consolidated Financial Statements
I. Consolidated Balance Sheets

As of March 31, 2006 As of March 31, 2007
Accounts Notes (Milﬁ;;?:;‘tycn) R('?o])o (Mili?::l(;]:)r;'tycn) It;a/s)o
Assets
I.  Current assets
1. Cash on hand and in banks 83,574 120,621
2. Notes and accounts reccivable *5 78,380 04,296
3. Inventories 41,178 49,721
4, Deferred tax assets 7,407 7,067
5. Other current assets 3,246 5,309
6. Allowance for doubiful receivables (1,512) (1,311
Total current assets 212,273 58.7 275,706 61.6
[I.  Fixed assets
1. Property, plant and equipment
(1) Buildings and structures 61,582 70,039
Less accumulated depreciation 32,034 29,548 36,167 33,871
(2) Machinzry and vehicles 193,971 245,210
Less accumulated depreciation 135,478 58,493 169,249 75,961
(3) Furnitwe and equipment 25023 29,950
Less accurmnulated depreciation 14,306 10,716 17,678 12,311
(4) Land 8,648 9,154
(5) Construction in progress 13,196 11,918
Total property, plant and equipment 120,603 334 143,218 320
2. Intangible fixed assets
(1) Software and others 7424 6,248
Total intangible fixed assets 7,424 21 6,248 1.4
3. Investments and other assets
(1) Investment securities " 14,060 14,575
(2) Deferred tax assets 2,757 2,723
(3) Other assets 4,601 5,493
(4) Allowance for doubtful receivables (295) (322)
Total investments and other assets 21,123 58 22470 5.0
Total fixed assets 149,152 413 171,937 384
II.  Deferred charges
1. Start-up cosis and others m -
Total deferred charges 11 0.0 . -
Total assets 361,537 100.0 447 644 100.0
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As of March 31, 2007

As of March 31, 2006
Accounts Notes (Mil;?c:?-n(s)f:‘lyen) '}?ﬁ}" (Milim(s)fpyen) l};;o
Liabilities
I. Current liabilitics
1. Notes and accounts payable 28,070 28,779
2. Income taxes payable 14,342 12,821
3. Accrued expenses 18,408 17,279
4, Accrued bouuses to employees 4207 4327
5. Accrued bonuses to directors - &7
6. Other current liabilities 14,276 14,905
Total current liabilities 79,305 219 78,181 17.5
Il Long-term liabilities
1. Reserve for periodic repairs 619 890
2. Other long-term liabilities 121t 1,427
Total long-term liabilities 1,831 0.5 2317 0.5
Total liabilities 81,137 224 80,499 13.0
Minority interests
Minority interests 919 03 - -
Shareholders’ equity
[. Common stock "3 6,264 1.7 - -
Il. Capital surplus 15,898 4.4 - -
HI. Retained earnings 266,345 73.7 . .
IV. Net unrealized gain on available-for-sale securities 110 0.0 - -
V. Foreign currency translation adjustments 7,142 2.0 - -
VI. Treasury stock—at cost *4 {16,279) (4.5) - -
Total shareholders’ equity 279,480 713 - -
;l:::]:::giﬂl::i,e:;lmgority interests and 361,537 100.0 i i
Net assels
l. Shareholders’ equity
1. Common stock - 6,264
2. Capital surplus - 15,898
3. Retained earnings - 322513
4. Treasury stock—at cost - (12,753)
s, Advances received for subscription of treasury A N
stock
Total sharcholders® equity - - 331,924 4.2
I1. Valuation and translation adjustments, etc
L Net unreali'z».?d loss on avaitable-for-sale ) (85)
securities
2. Foreign currency translation adjustments - 33,263
;Ftc;tal valuation and translation adjustments, . 3 33,177 74
[11. Stock subscription rights - - 167 0.0
1V. Minority interests - - 1,87 04
Total net assets - - 367,145 82.0
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Total liabilities and net assets

|

447,644

100.0
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II. Consolidated Statements of Income

For the year For the year
ended March 31, 2006 ended March 31, 2007
Accounts Notes . 5mount Ratio . {\mount Ratio
{Millions of yen) (%) (Millions of yen) (%)
1. Netsales 344,228 | 100.0 390,093 100.
1. Cost of sales *2 172,033 50.0 197,410 | 506
Gross profit 172,194 50.0 192,682 494
HI.  Selling, general and administrative expenses 12 71,098 20.7 85469 | 21.9
Operating income 101,095 204 107,213 | 2715
1V. Non-operating income
1. Interest income 1,788 2,901
5. Equity in gamings of associated 1,285 642
companies
3. Foreign exchange gain 242 -
4, Other 1,552 4,869 14} 2,283 5,827 1.5
V. Non-operating expenses

1. [nterest expense 142 86

2. Sales discount 706 822

3. Foreign exchange loss - 6,711

4 Other 1,478 2,327 0.7 2,510 10,131 26

Ordinary income (“Keijyo-ricki™) 103,637 30.1 102,909 | 264
V1. Extraordinary gains

1. Gain on sale of fixed assets *3 109 9,629

2 Rcr\'r:ccresist.lac;):‘ :;lowancc for doubtful 6 295

3. Reversal of reserve for pericdic repairs 121 13

4, Gain on transfer of busingss 1,655 -

5. Other 496 2,389 0.7 575 10,513 27

VII. Extraordinary losses

1. Loss on disposal of fixed assets *4 625 3,327

Z. Additional retirement benefits 1,688 1,055

3. Loss on clarification of soil pollution and .5 3,725 767

other

4, Loss on impairment of long-lived assets *7 1,232 87

5. Devaluation of investment securities 13 7

6. Loss on closure of plant *6 522 -

7. Other 852 8,660 25| 1,046 6,290 1.6
Income before income taxes and minority interests 97,367 283 107,132 275
Income taxes - current 22,249 23,491
Income taxes - deferred (511) 21,738 6.3 70 23,562 6.0
Income attributed to minority interests 9 0.0 178 0.1
Net income 75,620 22,0 83,391 214
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III. Consolidated Statement of Capital Surplus and Retained Earnings and Consolidated Statement of
Changes in Net Assets
Consolidated Statement of Capital Surplus and Retained Earnings

For the year
ended March 31, 2006
Accounts Notes (Mil‘l?ﬂ?:;‘tyen)

Capital surplus
1. Capital surplus at beginning of the year 15,898
1. Capital surplus st end of the year 15,898
Retained eamnings
1. Retained eamnings at beginning of the year 268,255
Il.  Increase in retained earnings

1. Netincome 75,620 75,620
Il, Decreases in retained earnings

1. Dividends 23,398

2 Bonuses to directors 65

3 Retirement of treasury stock 53,180

4 Loss on sale of treasury stock 871

5 Other decreases in retained carnings 13 71,529
[V. Retained earnings at end of the year 266,345
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Consolidated Statement of Changes in Net Assets
For the year ended March 31, 2007

(Millions of yen)

Sharcholders® Equity
Advances Total
. Retained Received lor
Common Stock | Capital Surplus . Treasury Stock L. Sharcholders®
Eamings Subscription of Equity
Treasury Stock
Balance as of March 31, 2006 6,264 15,898 266,345| (16,279 - 272,228
Changes during the year
Dividends (1) (25,843 (25,843
Bonuses to the directors (2) (64 (64
Net income 83,391 83,391
Repurchase of treasury stock (12 (12
Sale of treasury stock (1,606 3,539 1,932
Changes attributed to accounting changes
in overseas consalidated subsidiaries 290 290
(3}
Other (4) 1 |
Net changes in net assets other than
changes in sharetolders’ equity
Total changes during the year — — 56,167 3,5264 L 59,695
Balance as of March 31, 2007 6,264 15,808 322,513 {12,753} 1 331,924
Valuation and Translation Adjustments, ¢lc.
Stock .
Netunrealized|  Foreign  [Tota! Valuation| gubscription Minority | al Net Assets
Gain (loss} on Currency  pnd Translation Rights Interests
Available-for-| Translation | Adjustments,
Sale Securities| Adjustments etc.
Balance as of March 31, 2006 110 7.142] 7,252 - 919 280,4004
Changes during the year
Dividends (1) (25,843
Bonuses to the directors (2) (64
Net income 83,391
Repurchase of treasury stock {12
Sale of treasury stock 1,932}
Changes attributed to accounting changes
in overseas consolidated subsidiaries
3 250
Other (4) |
Net changes in net assets other than
changes in shareholders’ equity {195 26,121 25,925 167 956 27,049
Total changes duning the year (195 26,121 25,929 167 956 86,744
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Valuation and Translation Adjustments, etc,

Stock L
Netunrealized|  Foreign  [Total Valuation §ubscription Minority |- 1 Net Assets
Gain(loss)on|  Currency  jand Tramslation]  Righys Interests
Available-for- | Translation | Adjustments,
Sale Securities] Adjustments elc.
Balance as of March 31, 2007 (85 33,263 33,177 167 1,874 367,145

Notes:

1. Appropriations resolved by the board directors of the Company in May and Qclober 2006
2. Appropriations approved by shareholders of consolidated subsidiaries in June 2006
3. Changes in functional currencies of certain overseas consolidated subsidiaries from their local currencies to US dollar or

Japanese yen

4. Amounts received for sale of treasury stock in advance
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1V. Consolidated Statements of Cash Flows

Accounts

Note

For the year ended
March 31, 2006

For the year ended
March 31, 2007

Amount
(Millions of yen)

Amount
(Millions of yen)

I I R RV S

[ S T N N S e
S S wmunhE SN O

)
B2

23,
24,

25.
26.
27
28.
29.

Cash flows from operating activities

Income before income taxes and minority interests
Depreciation and amortization

Loss on impairment of long-lived assets

Gain on transfer of business

Increase / (decrease} in allowance for doubtful
receivables
Increase in accrued bonuses to employees

Increase in reserve for periodic repairs

Interest and dividends income

Interest expense

Foreign exchange (gain) / loss

Equity in earnings of associated companies
Gain on sate of fixed assets

Loss on disposal of fixed assets

Devaluation of investment securities
Additional retirement benefits

Loss on clarification of soil pollution and other
Bonuses io directors

Other

Increase in trade notes and accounts receivable
[ncrease in inventories

Decrease in other current assets

[ncrease / (decrease) in trade notes and accounts
payable

Increase / (decrease) in consumption tax payable and
other

[ncrease in other current liabilities
Sub-total
Interess and dividends received
Interest paid
Additional retirement benefits paid
Loss on clarification of soil pollution and other paid
Income taxes paid

Net cash provided by operating activities

97,367 107,132
26,251 36,338
1,232 87
(1,655) .
234 (242)
278 154
7% 267
(1,794) (2,922)
142 86
(598) 4,782
{1.285) (642)
(109) (9,629)
625 3327
13 7
1,688 1,055
3,725 767
(65) (64)
(2,943) 2,028
(4,041) (13,800)
(2,546) (4,798)
2,097 2,249
3,643 (1,208)
662 (1,022)
1,757 241
124,755 124,195
1,865 2,556
(112) (40)
(1,241 {558)
(1,165) (3.998)
{18,246) (23,361)
105,855 98,793
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For the year ended For the year ended
March 31, 2006 March 31, 2007
Amount Amount
Accounts Note {Millions of yen) {Millions of yen)
1L Cash flows from investing activities
1. Acquisition of propenty, plant and equipment (47,741) (52,379)
2. Proceeds from sale of property, plant and equipment 266 10,217
3. Acquisition of investment securities (2,069) (407)
4, Proceeds from sale of investment securities - 30
5 Net payments for acquisition of consolidated (337) (908)
subsidiaries
6. Executions of loans ) (584)
7. Collections of loans 116 77
8 Executions of other investments (4,630) (3,274)
9. Proceeds fiom other investments 155 576
10 Proceeds fiom transfer of business 2,230 -
Met cash used in investing activities (52,012) (46,652)
1L Cash flows from financing activities
1. Net decrease in short-term loans 207 -
2. Repurchase of treasury stock (64,031) {12)
3 Proceeds fiom sale of treasury stock 1,855 1,934
4. Dividends paid by the Company (23,402) {25.810)
5. Dividends paid to minority shareholders ) {2)
Net cash used in financing activities (85,787) {23,891)
v Forcigp currency translation adjustments on cash and cash
equivalents 2,645 8,798
V. Net increase / (decrease) in cash and cash equivalents (29,300 37,047
VI Cash and cash equivalents at beginning of the year 112,874 83,574
Vil.  Cash and cash equivalents at end of the year *l 83,574 120,621
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Significant Accounting Policies

Item

For the year ended March 31, 2006

For the year ended March 31, 2007

1. Scope of Consolidation

Number of consolidated subsidiaries: 62

Name of major consolidated subsidiaries; HOYA
HOLDINGS, INC,, HOYA HOLDINGS N.V.,
HOYA HOLDINGS ASIA PACIFIC PTE. LTD.,
HOYA HEALTHCARE Co., Ltd, HOYA
SERVICE Co,, L.

Five newly established overseas companies and
one acquired overseas company have been
consolidated from the current fiscal year, One
domestic company has been excluded from
consolidation following its merger with the
Company and one overseas company has been
excluded from consolidation following liquidation.

Number of consolidated subsidiaries: 67

Name of major consolidated subsidiaries: HOYA
HOLDINGS, INC., HOYA HOLDINGS N.V.,
HOYA HOLDINGS ASIA PACIFIC PTE. LTD,,
HOYA HEALTHCARE Co., Ltd, HOYA
SERVICE Co., Lid.

Five newly established overseas companies and
one acquired overseas company have been
consolidated from the current fiscal year. One
overseas company has been excluded from
consolidation following its merger with other
consolidated subsidiary. As a result, net increase
in the number of consolidated subsidiaries was
five.

2. Equity Method

Number of affiliated companies for which the
equity method is applied: one

Name of affiliated company for which the equity
method is applied: NH TECHNO GLASS Co., Ltd.
Name of major unconsolidated subsidiaries and
affiliated companies not accounted for by the
equity method: Two Cains Co., Ltd.

These unconsolidated subsidiaries and affiliated
companies are not accounted for by the equity
method, as their impact on consolidated net income
and retained earnings is not significant,

Same as on the left

Same as on the left

3. Accounting Period of’
Consolidated
Subsidiaries

Six consolidated subsidiaries in China close their
books of accounts at December 31,

All of the 62 consolidated subsidiaries close their
books of accounts quarterly, and accordingly, the
above six subsidiaries are consolidated based on
their books of accounts as of March 31 (the end of
the fourth quarter of the Company).

Six consolidated subsidiaries in China close their
books of accounis at December 31,

All of the 67 consolidated subsidiaries close their
books of accounts quarterly, and accordingly, the
above six subsidiaries are consolidated based on
their books of accounts as of March 31 (the end of
the fourth gquarter of the Cotmpany).

4. Significant Accounling
Policies

Valuation method of significant assets

i}  Securities
Marketable securities: Marketable
available-for-sale securities are carried at fair
valug with any changes in unrealized gains or
losses, net of the applicable income taxes,
directly included in shareholders’ equity.
Cost of secunities sold is calculated by the
moving average method.
Non-marketable securities: Non-marketable
available-for-sale securities are carried at
cost determined by the moving average
method.

i} [nventories
[nventories are stated at cost, determined
principally by the average method.

b.  Depreciation and amortization

i)  Depreciation of property, plant and
equipment: Depreciation of property, plant
and cquipment of the Company and its
domestic consolidated subsidiaries is
substantially calculated by the
declining-balance method while the
straight-line method is applied to buildings
acquired after April 1, 1998. Depreciation of
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Valuation method of significant assets

i} Securities
Marketable securities: Marketable
available-for-sale securities are carried at fair
value with any changes in unrealized gains or
losses, net of the applicable income taxes,
directly included in nets assets. Cost of
securities sold is calculated by the moving
average method.
Non-marketable securities:

Same as on the left

i} Inventories
Same as on the left

b.  Depreciation and amortization

i}  Depreciation of property, plant and
equipment: Depreciation of property, plant
and equipment of the Company and its
domestic consolidated subsidiaries is
substantially calculated by the
declining-batance method while the
straight-line method is applied to buildings
acquired after April 1, 1998. Depreciation of




Item

For the year ended March 31, 2006

For the year ended March 31, 2007

property, plant and equipment of certain
consolidated subsidiaries are also calculated
by the straight-line method, About 66.4% of
the book value of property, plant and
equipment are depreciated by the straight-line
method. The estimated useful lives for
buildings and structures range from 10 to 50
years, and machinery and vehicles range from
5to 10 years.

ii)  Amortization of intangible assets:
Amortization of intangible assets is
calculated by the straight-line method,
Capitalized costs for computer software for
internal use are amortized by the straight-line
method over the estimated useful life of five
years.

Deferred charges

Deferred charges of overseas consolidated

subsidiaries are amortized by the straight-line

method over the period stipulated under their local
accounting standards.

Accounting for significant allowances and reserves

i) Allowance for doubtfu! receivables:
Allowance for doubtful receivables is
provided at an amount determined based on
the historical experience of bad debts with
respect to ordinary receivables, plus an
estimate of uncollectible amounts for
receivables from companies in financial
difficulty.

i) Accrued bonuses to employees: Accrued
bonuses to employees are provided based on
the estimated amount to be paid.

iti) Accrued bonuses to directors:

v} Reserve for periodic repairs: Reserve for
periodic repairs is provided at amount
estimated based on the expenses of the latest
extensive repairs for continuous melting
furnaces.

Foreign currency translation; Receivables and

payables denominated in foreign currencies are

translated into yen at the rates of exchange in effect
at the consolidated closing date and the resulting
differences are charged to income. The assets and
liabilities of overseas consolidated subsidiaries are
transtated into yen at the rates of exchange in effect
at the consolidated closing date and their revenues
and expenses are translated into yen at the average
rate of exchange in effect during the year.

Resulting differences are presented as a separate

component in shareholders’ equity (“Foreign

currency translation adjustments™) or allocated to
minority interests,

Lease accounting: All leases are accounted for as

operating leases, except for the finance leases that
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property, plant and equipment of certain
consolidated subsidiaries are also calculated
by the straight-line method. About 66.2% of
the book value of property, plant and
equipment are depreciated by the straight-line
method. The estimated useful lives for
buildings and structures range from 10 10 50
years, and machinery and vehicles ange from
3to 10 years.

it}  Amortization of intangible assets:
Same as on the lefi

Deferred charges

Accounting for significant allowances and reserves
iy Allowance for doubtful accounts:
Same as on the left

i} Accrued bonuses to employees:
Same as on the left

iti) Accrued bonuses to directors: Accrued
bonuses to directors are provided based on
the estimated amount to be paid.
iv)  Reserve for periodic repairs:
Same as on the left

Foreign currency translation: Receivables and
payables denominated in foreign currencies are
translated into yen at the rates of exchange in effect
at the consolidated closing date and the resulting
differences are charged 1o income. The assets and
liabilities of overseas consolidated subsidiaries are
translated into yen at the rates of exchange in effect
at the consolidated closing date and their revenues
and expenses are translated into yen at the average
rate of exchange in effect during the year.
Resulting differences are presented as a separate
companent of net assets {“Foreign cummency
translation adjustments™} or altocated to minority
interests in net assets.
Lease accounting:

Same as on the left




ltem

For the year ended March 31, 2006

For the year ended March 31, 2007

are deemed to transfer ownership of the leased

property to the lessee.

Hedge accounting

i) Accounting for hedge transactions; Deferral
hedge accounting is adopted for derivatives
which qualify as hedges, under which
unrealized gain or loss is deferred. Certain
items denominated in foreign currencies, for
which derivatives are used to hedge
fluctuations in foreign currency exchange
rates, are translated at the contracted rate if

the derivatives qualify for hedge accounting.

ii) Hedging instruments and hedged items, and
hedging policy: Derivatives are used to
hedge fluctuations in foreign currency
exchange rates in accordance with the
“Management Rule” of the Company. The
Company does not enter into derivatives for
speculative purposes.

Hedging instruments and hedged items for
the current fiscal year are as follows:
Hedging instrument: Forward exchange
contracts

Hedged items: Receivables for exported
products, payables for imported materials,
future transactions and loans payable
denominated in foreign currency

iii)  Assessment of effectiveness of hedge:
Effectiveness of hedge is assessed by the
ratio of accumulated fluctuations in market
value or cash-flows of hedging instruments
to accumulated fluctuations in market value
or cash-flows of hedged item.

Other significant accounting policies

i}  Accounting for consumption tax:
Transactions subject to consumption tax are
recorded at amount exclusive of
CONSILMPLon tax.

8-

h.

Hedge accounting
i)  Accounting for hedge transactions:
Same as on the left

i} Hedging instruments and hedged items, and
hedging policy: Derivatives are used to
hedge fluctuations in foreign currency
exchange rates in accordance with the
“Management Rule” of the Company, The
Company does not enter into derivatives for
speculative purposes.

Hedging instruments and hedged items for
the current fiscal year are as follows;
Hedging instrument: Forward exchange
contracts

Hedged items: Loans payable denominated
in foreign currency

iii)  Assessment of effectiveness of hedge:
Same as on the left

Other significant accounting policies
i} Accounting for consumption tax:
Same as on the left

5. Valuation of assets and Assets and liabilities of consolidated subsidiaries Same as on the left
liabilities of consolidated acquired through business combinations are
subsidiaries carried at fair vaiue at the time of acquisition.
6. Amortization of Not applicable -
differences between cost
and underlying net equity
at fair value
7. Amortization of goodwill - Goodwill is amortized on a straight-line basis over

(positive and negative)

its estimated useful life determined for each
investment, which does not exceed twenty years.
However, insignificant goodwill is charged to
income when incurred.

8. Appropriation of retained The appropriation of retained earnings is reflected -
carnings in the fiscal year when such appropriation is
approved by the shareholders,
9. Cash and cash Cash and cash equivalents in the consolidated Same as on the left

equivalents in the
consolidated statements
of cash flows

statement of cash flows consist of cash on hand,
cash in banks, which can be withdrawn on
demand, and short-term investments, which
become due within three months of the date of
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Item

For the year ended March 31, 2006

For the year ended March 31, 2007

acquisition and can easily be converted into cash
with little risk of change in value.
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Changes in Significant Accounting Policies

For the year ended March 31, 2006

For the year ended March 31, 2007

{Accounting standards for presentation of net assets in the balance
sheet, etc.)

(Partial revision of accounting standards related to decreases in
treasury stock and legal reserves)

Effective Aprl 1, 2006, the Company adopted the “Accounting
Standard for Presentation of Net Assets in the Balance Sheet” (the
Accounting Standards Board of Japan {“*ASBJ™) Statement No. 5,
December 9, 2005) and the “[mplementation Guidance on
Accounting Standard for Presentation of Net Assets in the Balance
Sheet” (ASBJ Guidance No. 8, December 9, 2005), along with the
revised “Accounting Standard for Treasury Shares and
Appropriation of Legal Reserve” (ASBJ Statement No, 1, final
version issued on August 11, 2006) and the “Implementation
Guidance on Accounting Standard for Treasury Shares and
Appropriation of Legal Reserve” {(ASBJ Guidance No. 2, final
version issued on August 11, 2006).

Adoption of these standards has no effect on income for the current
fiscal year.

Total sharcholders’ equity as of March 31, 2007, in accordance with
the previous accounting standards, would have been ¥365,102
million.

Net assets on the consolidated balance sheet for the current fiscal
year are presented in accordance with the amended “Regulations
concerning Consolidated Financial Statements,”

(Accounting standards for business combinations, etc.)

Effective April 1, 2006, the Company adopted the “Accounting
Standard for Business Combinations™ (Business Accounting
Council Statement of Opinion, October 31, 2003}, the “Accounting
Standard for Business Divestitures” (ASBJ Statement No. 7,
December 27, 2005), and the “Implementation Guidance for
Accounting Standards for Business Combination and Divestitures™
{ASBJ Guidance No. 10, December 27, 2005},

Adoption of these standards has no ¢ffect on income for the current
fiscal year.

(Accounting standard for bonuses to directors)

Effective April 1, 2006, the Company adopied the “Accounting
Standard for Bonuses to Directors™ (ASBJ Statement No. 4,
November 29, 2005).

As$ a result, operating income, ordinary income, and income before
income taxes and minority interests for the current fiscal year
decreased by ¥ 67 million, respectively.

Adoption of this standard has little effect on segment information.
(Accounting standard for stock options)

Effective April 1, 2006, the Company adopted the “Accounting
Standard for Stock Options” (ASBJ Statement No. 8, December 27,
2005) and the “Implementation Guidance for Accounting Standard
for Stock Options” (ASBJ Guidance No. 11, March 31 31, 2006).
As a result, operating income, ordinary income, and income before
income taxes and minority interests for the current fiscal year
decreased by ¥ 167 million, respectively.
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Changes in Presentation

For the year ended March 31, 2006

Fot the year ended March 31, 2007

{Censolidated balunce sheet)

“Accrued expense;” was included in “Other current liabilities” in
current liabilities in the prior fiscal year, Since the armount has
exceeded 5% of total amount of assets, accrued expenses is
separately presented in the current fiscal year.

The amount of accrued expenses included in “Cther current
liabilities™ in cuirent liabilities in the prior fiscal year was ¥
14,162 million.

(Consolidated statements of cash flows)
“Loss on clarification of seil pollution and other” and
“Additional retirament benefits” were included in “QOther” in cash

flows from operating activities in the prior fiscal year, These are
separately presented in the current fiscal year since they are
significant,

The amount of “Loss on clanfication of soil pollution and other”
and “Additional retirement benefits” included in “Other” in cash
flows from operating activities in the prior fiscal were ¥ 1,980
million and ¥ 842 tnillion, respectively,

(Consolidated balance sheet)

(Consolidated statements of cash flows)
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Notes to Consclidated Financial Statements

All amounts are in millions of yen unless otherwise indicared except for per share.

Notes to the Consolidated Balance Sheets

As of March 31, 2006

As of March 31, 2007

1  Balances with 2ssociated companies

Investment securities {(equity) 11,062

"1 Balances with associated companies

[nvestment securities (equity) 11,678

2 Guarantees
Guarantees provided by the Group on borrowings of customers anck

employees were as follows;

2 Guarantees
Guarantees provided by the Group on borrowings of customers anci

employees were as follows:

Customers:49 customers 2,206 Customers:58 customers 2,772
Employees:6 employees 3 Employees: | employees 2
Total 2,210 Total 2,774
*3  Type and number of shares issued were as follows: *3 -
Common stock 435,017,020 shares
*4  Type and number of shares of treasury stock were as follows: 4 -
Common stock 4,401,607 shares
*5  Matured notes as of the end of the current fiscal year *5  Matured notes as of the end of the current fiscal year

The matured notes 2s of the end of the curent fiscal year have beery
settled on the clearing date at financial institutions. As the end of
the curren fiscal year fell on a weekend when such institutions do
not operate, the following matured notes are included in *Notes
and accounts receivable™

Notes Receivable 1,907
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Notes to Consolidated Statements of Income

For the year ended March 31, 2006

For the year ended March 31, 2007

ol Selling, general and administrative expenses 1 Selling, general and administrative expenses
Major items of selling, general and administrative expenses were Major items of selling, general and administrative expenses were
as follows: as follows:
Advertising 8,057 Advertising 9,443
Commissions paid 7,498 Commissions paid 9,235
Provision for doubtful receivables 161 Provision for doubtful receivables 214
Salaries and bonuses 18,082 Salaries and bonuses 21,549
Provision for bonuses to employees 3370 Provision for bonuses to employees 4,066
Provision for bonuses to directors - Provision for bonuses to directors 67
Research and development 11,089 Research and development 11,274
"2 Research and development expenses included in the selling, 2 Research and development expenses included in the selling,
general and administrative expenses and manufacturing cosis were generzl and administrative expenses and manufacturing costs were
as follows: as follows:
Selling, general and administrative expenses 11,089 Selling, general and administrative expenses 11,274
Manufacturing costs 3,045 Manufacturing costs 3,645
Total 14,134 Total 14,920
3 Gain on sale of fixed assets 3 Gain on sale of fixed assets
This item consisted of gain on sale of machinery and vehicles (¥8§ This item consisted of gain on sale of land (¥9,575 million),
million} and other property, plant and equipment (¥22 million). machinery and vehicles (¥48 million) and other property, plant and
equipment (¥4 million).
*4  Loss on disposal of fixed assets 4  Loss on disposal of fixed asscts
This item consisted of loss on disposal of machinery and vehicles This item consisted of loss on disposal of software (¥2,400
(¥272 million), buildings and structures (¥229 million) and other million), machinery and vehicles (¥354 million), buildings and
property, plant and equipment (¥122 million). structures (¥180 million) and other property, plant and equipment
(¥391 million),
[*5  Loss on clarification of soil poflution and others *5  Loss on clarification of soil potlution and others
This item was attributed to clarification of soil pollution related to Same as on the left.
the closed plant.
6 Loss on closure of plant [*6  Loss on closure of plant

This item was attributed to the closure of the Musashi Plant of the
Crysal division in the current fiscal year.
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Notes to Consolidated Statements of Income

For the year ended March 31, 2006

For the year ended March 31, 2007

o7 Impairment loss on long-lived assets

In assessing impairment of fong-lived assets, the Group
principally bases the grouping on its business units. Details of the
impairment loss are as follows:

(1) Tokyo Studio and Musashi Plant of the Crystal division
" Location Use Type

*7

Impatrment loss on long-lived assets

In assessing impairment of long-lived assets, the Group
principally hases the grouping on its business units. Details of the
impairment loss are as follows:

(1) Tokyo Stwudio{Akishima Plant) of the Crystal division
Location Use Type

Crystal

Akishima city, Tokyo, .
manufacturing,

. . Machinery, etc.
Iruma city, Saitama, tc. v

Due to significamt declines in customer demand as well as
corporate demand for gifts at the Crystal division, the Group wrote
down the catrying value of the relevant assets of the Crystal
division to the recoverable amount, and as a result, recognized an
impairment loss of ¥864 million as an extraordinary loss. Details
of the impairment toss were ¥586 million for machinery and
vehicles, ¥159 million for buildings and structures, and ¥117
million for other.

The recoverable armount was measured at its value in use, which
was the present value of future cash flows discounted at 5%.

{2) Leased asset of the Corporate division
Location Use Type
Machida city, Tokyo Lease Land
Due to a decline in market value of land, the Group wrote down the
c