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CHANGE IN ACCOUNTING PRINCIPLES
NEC changed its accounting principles to prepare consolidated financial statements required under Japanese law
from accounting principles generally accepted in the United States of America (“U.S.GAAP”) to accounting principles generally
accepted in Japan (“Japan GAAP”) starting from the fiscal year ended March 31, 2007. Accordingly, the financial statements for
the fiscal year ended March 31, 2006 on this annual report presented under Japan GAAP for comparison purpose.

CAUTIONARY STATEMENTS:
This annual report contains forward-looking statements pertaining to strategies, financial targets, technology, products and services,
and business performance of NEC Corporation and its consolidated subsidiaries (collectively “NEC”). Written forward-looking statements may appear in other documents that NEC files with stock exchanges or regulatory authorities, such as the Director of the Kanto
Finance Bureau, and in reports to shareholders and other communications. NEC is relying on certain safe-harbors for forward-looking
statements in making these disclosures. Some of the forward-looking statements can be identified by the use of forward-looking words
such as “believes,” “expects,” “may,” “will,” “should,” “seeks,” “intends,” “plans,” “estimates,” “targets,” “aims,” or “anticipates,” or the negative of those words, or other comparable words or phrases. You can also identify forward-looking statements by
discussions of strategy, beliefs, plans, targets, or intentions. Forward-looking statements necessarily depend on currently available
assumptions, data, or methods that may be incorrect or imprecise and NEC may not be able to realize the results expected by them.
You should not place undue reliance on forward-looking statements, which reflect NEC’s analysis and expectations only. Forwardlooking statements are not guarantees of future performance and involve inherent risks and uncertainties. A number of important factors could cause actual results to differ materially from those in the forward-looking statements. Among the factors that could cause
actual results to differ materially from such statements include (i) global economic conditions and general economic conditions in NEC’s
markets, (ii) fluctuating demand for, and competitive pricing pressure on, NEC’s products and services, (iii) NEC’s ability to continue to
win acceptance of NEC’s products and services in highly competitive markets, (iv) NEC’s ability to expand into foreign markets, such as
China, (v) regulatory change and uncertainty and potential legal liability relating to NEC’s business and operations, (vi) NEC’s ability to
restructure, or otherwise adjust, its operations to reflect changing market conditions, (vii) movement of currency exchange rates, particularly the rate between the yen and the U.S. dollar, and (viii) impact of any regulatory action or legal proceeding against NEC. Any
forward-looking statements speak only as of the date on which they are made. New risks and uncertainties come up from time to time,
and it is impossible for NEC to predict these events or how they may affect NEC. NEC does not undertake any obligation to update or
revise any of the forward-looking statements, whether as a result of new information, future events, or otherwise. You may find more
current information on the NEC home page (http://www.nec.com) or NEC Investor Relations home page (http://www.nec.co.jp/ir/en).
The management targets included in this annual report are not projections, and do not represent management’s current estimates of
future performance. Rather, they represent targets that management will strive to achieve through the successful implementation of
NEC’s business strategies.
Finally, NEC cautions you that the statements made in this annual report are not an offer of securities for sale. The securities may not
be offered or sold in any jurisdiction in which registration is required absent registration or an exemption from registration under the
applicable securities laws.

Financial Highlights
NEC CORPORATION AND CONSOLIDATED SUBSIDIARIES
For the years ended March 31, 2006, 2007 and 2008

(Japan GAAP)
In millions of
U.S. dollars

In millions of yen
2006

For the year:
Net sales . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

2008

2007

2008

¥4,929,970 ¥4,652,649 ¥4,617,153

$46,172

Percent
change
2008/2007

–0.8%

Operating income . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

72,526

69,976

156,765

1,568

124.0

Ordinary income . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

14,955

16,347

112,240

1,122

586.6

Net income (loss) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

(10,062)

9,128

22,681

227

148.5

   Net income (loss) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

(5.26)

4.43

11.06

0.11

149.7

   Diluted net income . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

–

4.23

10.64

0.11

151.5

   Cash dividends . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

6.00

8.00

8.00

0.08

0.0

At year-end:
Total assets . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

3,802,775

3,731,669

3,526,795

35,268

–5.5

Owner’s equity . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

1,029,807

1,038,808

1,004,221

10,042

–3.3

Interest-bearing debt . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

935,103

859,292

800,843

8,008

–6.8

Number of employees . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

154,180

154,786

152,922

Per share data (in yen and U.S. dollars):

Notes: 1. U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥100 = U.S.$1.
2. Net income (loss) per share is calculated based on the weighted-average number of shares outstanding during each period.
3. Cash dividends per share for the year ended March 31, 2008 are the total of interim and year-end dividends approved by the Company’s board of
directors on November 14, 2007 and May 15, 2008, respectively.
4. Owner’s equity is sum of total shareholders’ equity and total valuation and translation adjustments.
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Message From the Management

02

Hajime Sasaki

Kaoru Yano

Chairman of the Board

President

NEC positioned fiscal 2008 (fiscal year ended March 31, 2008) as a year for implementing concrete growth strategies centered on Next Generation Networks (NGNs),
and carried out a broad range of activities, including developing products and
putting in place sales networks. Because we have launched many products and
solutions ahead of other companies, sales in the NGN-related business in fiscal 2008
were significantly higher than in the previous fiscal year.
By restructuring the mobile terminals and semiconductor areas, which had
recorded large losses in the past, we restored these areas to operating profitability
in fiscal 2008, as promised at the start of the fiscal year.
As a result of these business activities, consolidated net sales were ¥4,617.2
billion, consolidated operating income was ¥156.8 billion and consolidated net
income was ¥22.7 billion in fiscal 2008. Net sales were mostly unchanged from the
previous fiscal year, but if the impact of business restructuring, including the sale of
the European consumer PC business, is excluded, net sales actually increased in
year-on-year terms. During the fiscal year, NEC also incurred strategic development expenses aimed at driving sales and earnings growth over the medium
term. In fiscal 2008, operating income was substantially higher than the ¥70.0
billion recorded in the previous fiscal year, mainly thanks to improvement in
underperforming businesses. Consolidated net income also increased from ¥9.1
billion in the previous fiscal year.
Cash dividends applicable to fiscal 2008 were ¥8 per share.
To rapidly achieve a level of earnings that satisfies shareholder expectations, we
believe it is crucial for the NEC group to work as one to accelerate the pace of sales
growth. In fiscal 2008, we made significant achievements while establishing a
strong foothold for growth. Going forward NEC aims to expand business globally
while creating new markets by spurring on IT and networking innovations as more
opportunities for developing NGNs emerge. In this way, we aim to enhance shareholder value and corporate value.
We look forward to your continued support in this endeavor.
July 2008

Hajime Sasaki

Kaoru Yano

Chairman of the Board

President
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Interview With the President
NEC President Kaoru Yano Discusses NEC’s Strategies
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Fiscal 2008 Performance in Review
Question:
What is your assessment of NEC’s performance in the past fiscal year?

A:

During fiscal 2008, ended March 31, 2008, NEC produced solid results by working to

strengthen its earnings power and growth potential toward the objectives set for the fiscal
year—achieving our operating income target and implementing growth initiatives.
Regarding strengthening our earnings ability, we successfully restored operating profitability
in both the semiconductor and mobile terminals areas, which have been unprofitable in the past
few years. NEC’s IT/Network Solutions business, which is a steady source of earnings, also
posted higher earnings year on year. In fiscal 2008, operating income and net income both more
than doubled to ¥156.8 billion and ¥22.7 billion, respectively.
Regarding strengthening our growth potential, we roughly doubled sales related to the
construction of Next Generation Networks (NGNs), which will play a pivotal role in these fields.
In addition, NEC implemented growth initiatives such as forming alliances to expand businesses
globally and development activities to fortify strategic fields.
Nevertheless, I’m still far from satisfied with this level of performance. Going forward, we
seek to further enhance our performance by translating our initiatives into growth.

Growth Strategies
Question:
How do you see NGN-driven growth opportunities in Japan?

A:

NEC sees NGN-related businesses as encompassing a broad range of fields. Looking at

communications networks alone, NGN involves more than just the conversion of fixed-line communications networks into IP-based networks. It also encompasses major trends such as the
convergence of fixed-line and mobile communications networks and the fusion of communications and broadcasting, not to mention the widespread adoption of next-generation mobile
communications technologies such as LTE and WiMAX expected in the near future. Furthermore,
service platforms that provide authentication, billing and other capabilities needed by communications carriers to offer a variety of services will be constructed over communications networks.
NGNs are reliable networks that differ completely from past networks in terms of being able to
guarantee communications quality and ensure tight security. Therefore, NGNs offer further
growth prospects as companies and the public sector draw on these advantages to offer new
services. NEC believes that solutions for these companies and the public sector, not to mention
demand for constructing communications networks, present major business opportunities.
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NEC has already staked out a solid position in the NGN construction field in Japan. The field
of new services, which has strong growth potential, is one where NEC can demonstrate its
strengths in both communications infrastructure technologies and IT. By harnessing this market
growth and achieving an even stronger position, NEC aims to outperform the domestic market
in terms of sales growth.

Question:
What is your approach to overseas businesses?

A:

Growing overseas businesses is vital to accelerating the pace of growth. In fiscal 2008,

NEC’s overseas sales only accounted for 25% of total sales following downsizing in the wake
of the IT bubble’s collapse, termination of overseas mobile terminals operations and other
actions. But I intend to raise this share to 30% as soon as possible and to 40% thereafter.
NEC has an outstanding track record in Japan’s world-leading NGN market. By harnessing
NEC’s collective IT and network capabilities, I believe we have a perfect opportunity to sharply
grow our overseas business.
NEC’s PASOLINK point-to-point microwave communication system has already been a major
success overseas. Backed by the exceptional manufacturing capabilities of NEC’s plant in Fukushima, PASOLINK has earned high marks for its product quality and performance. Sales volumes
are growing fast atop strong demand from mobile communications carriers for linking mobile
base stations. Thanks to a sharp increase in its market share, NEC captured the No. 1 share*
of the global market for this type of equipment in 2007. Elsewhere, our optical submarine cable
system business is now also much bigger against the backdrop of burgeoning communications
traffic. In addition, we are developing and launching products that are targeted first at overseas
markets. The HYDRAstor grid storage system released in fiscal 2008 is an example. By offering
more of these sorts of competitive products in parallel with effective marketing and targeting,
we aim to continue to expand our overseas business. Leveraging partnerships is another priority.
In this regard, we are actively forming alliances with global partners including Alcatel-Lucent,
SAP AG, Hewlett-Packard Company and EMC Corporation.
*Source: Sky Light Research (Cumulative unit sales from January to December 2007)

Question:
How are you further boosting profitability?

A:

Since 1999, NEC has been implementing a production innovation drive based on the Toyota

Production System. Through this approach, our PASOLINK plant in Fukushima and all other plants
have boosted productivity manyfold by putting their heads together, while at the same time sharing
their production innovations with one another to make further improvements. We are also applying
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this hardware-centered production innovation drive to software development and systems
integration. Specifically, efforts are focused on offering better proposals to customers to improve
the quality of orders we receive, and to reduce the redevelopment cost incurred as a result of
setbacks during the development process. We are also standardizing software development
techniques not only within the NEC group but also at partner companies. Another initiative is using
a half-finished software module called a “system model” to shorten development periods and
improve quality. These improvement measures constitute a steady and continuous endeavor. By
continuously reaping the benefits of this hard work, we ultimately aim to enhance our profitability.

the Semiconductor and Mobile
Terminals Areas
Question:
NEC has restored profitability in the semiconductor and mobile terminals areas. How will you develop these businesses going forward?

A:

One reason for the semiconductor area’s lackluster performance was its large R&D expenses.

NEC Electronics Corporation, for example, used to spread its resources thin. However, it is now
focusing R&D resources on applications for digital consumer electronics and automobiles, with
the aim of becoming an industry leader in each field. Looking ahead, cross-applications of R&D
achievements will be important for us. NEC leads the way in cross-applications of software
development achievements, and we want to bring this advantage to bear on boosting development efficiency in the semiconductor field as well.
We have managed to restore profitability in the mobile terminals area by concentrating on
Japan at the expense of overseas where we posted large losses. NEC had lost some market
share over the past two to three years in Japan, but recently released new models have garnered
a strong customer response for their fast and efficient operability, long standby battery life and
product design and our market share is improving as a result. In fiscal 2009, I believe we can
substantially increase our mobile handset sales volume by capturing a greater market share with
an expanded range of user friendly, attractive models and by increasing the number of mobile
communications carriers to whom we supply our handsets.
Information terminals are what people will actually touch and manipulate when interfacing
with NGNs. In the near future, I believe that an entirely new type of terminal based on current
mobile handsets will become necessary. This will certainly take advantage of NEC’s unique
strengths in linking today’s PCs, home networks and more.
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Ten-year Vision
Question:
What is your vision for NEC?

A:

NEC has an unchanging corporate philosophy: “NEC strives through ’C&C’ to help advance

societies worldwide toward deepened mutual understanding and the fulfillment of human
potential.” Based on this, we have formulated the NEC Group Vision 2017, which expresses
our aspirations as follows: “To be a leading global company leveraging the power of innovation
to realize an information society friendly to humans and the earth.”
NEC must contribute to society and grow its businesses globally. The most important CSR
themes in information and communications technology, NEC’s core business domain, are
eliminating the digital divide and addressing global warming and other environmental issues.
In 2017, I hope that NEC will have won recognition for helping to solve these two issues in a
major way.
Modern society has various drawbacks, not the least of which is the fact that many convenient
services unless they can access and use information and communications devices. We want to
help develop technologies that revolve around people, not the other way around—and are easy
for anyone to use. NEC has strengths that differ from those of home appliance manufacturers
in that it supplies not only information terminals, but also networks and services over them. By
capitalizing on these sorts of strengths, we aim to help build a society where everybody can
reliably and securely access information when needed and freely communicate over networks,
using any kind of terminal.
In terms of the environment, as IT and networking equipment consume more and more power,
reducing this power consumption has become a major issue in the fight against global warming.
NEC offers environmental management solutions based on energy-efficient semiconductors,
power control software and other advances. We have also decided to start volume production of
lithium-ion batteries for automobiles through a joint venture with Nissan Motor Co., Ltd. Besides
supplying IT equipment with low CO2 emissions as mentioned earlier, we aim to help reduce
society’s entire CO2 footprint by reducing CO2 emissions from our own production activities and
by providing solutions that encourage our business clients to change the way they work mainly
by adopting paperless procedures and reducing unnecessary transportation.
Creating an “information society friendly to humans and the earth” is our mission and will
open up major business opportunities that will fully leverage our capacity to innovate.
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Question:
How are you strengthening employee cohesion to realize this vision?

A:

I believe that the most important way for us to make the NEC group more cohesive and bring

out even more of the strengths of our employees than before is to encourage employees to aim
higher, envision NEC’s future, and have the ambition to realize that vision. To this end, the NEC
Group Core Values outline company strengths and values that NEC employees should treasure.
These Values comprise the four elements of “Passion for Innovation,” “Self-help,” “Collaboration,”
and “Better Products, Better Services.” Ever since its founding in 1899, NEC has pursued customer
satisfaction based on a “Passion for Innovation” and the corporate slogan “Better Products, Better
Services.” In this process, we constantly aim to provide even better products and services to
customers without becoming complacent even if they are already the best at the time. To achieve
this, we have emphasized the principle of “Self-help” while fostering a corporate culture of teamwork. This is essential to realizing the NEC Group Vision 2017 and our corporate philosophy.
Because we aim to expand our businesses globally, it is essential for us to sufficiently share
a common set of values with employees of overseas subsidiaries. The NEC Group Core Values
reflect the need to clearly put in writing what has always been tacitly acknowledged.
Guided by our newly formulated vision and values, I want every employee to reaffirm NEC’s
strengths, as we aim to become a truly global company that takes the initiative to transform
itself with a healthy sense of urgency.

Medium-term Management Targets
Question:
What medium-term management targets will you pursue as you
execute the growth strategies and vision you have explained?

A:

Companies owe their existence to capital provided by shareholders, and so we regard generating

returns on this capital in the form of net income as a top priority. Based on this thinking, we are putting
emphasis on ROE (Return on Equity). I believe that an ROE of around 15% is necessary to be a truly
global company. However, our first step will be to achieve an ROE of 10% over the medium term.
In order to boost net income and achieve this goal, we must first and foremost increase
operating income. This, in turn, means that we must grow sales.

In Closing
Our most important goal is to achieve growth globally. In parallel, we hope to contribute to
society by realizing “an information society friendly to humans and the earth.” We aim to achieve
these goals leveraging the power of innovation. The continued support and understanding of all
stakeholders will also be essential.

(June 2008)
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NEC’S GROWTH STRATEGIES

NEC’S COMPETITIvE EDGE:
Next Generation Networks (NGN) and wireless broadband networks
are coming to the fore around the world. Furthermore, IT investment
is increasing in growth markets such as the BRICs countries and
resource-rich countries.
NEC is expanding NGN-related businesses in Japan’s worldleading NGN market, and aims to extend its IT/Network Solutions
business to overseas markets around the world and thereby
accelerate growth. This will be accomplished by harnessing its
competitive edge in both IT and networks and through alliances
with leading companies.
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NGN
Evolution
NEC’S vIEW ON ROADMAP FOR NGN EvOLUTION
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EvOLUTION TOWARD NGN
Nippon Telegraph and Telephone Corporation (NTT) has started building a nextgeneration network (NGN) that will increase the sophistication and capacity of its existing
IP*1 communications network. This is being accomplished by using its optical FTTH*2
network, which extends all the way to subscriber networks. In March 2008, NTT began
commercial NGN services in Tokyo and surrounding metro areas. In addition, KDDI,
SoftBank and other companies have also started to build and expand NGN backbones
that address the emergence of IP networks and FMC*3 as well as the convergence of
broadcasting and communications.
Turning to mobile communications networks, penetration of HSDPA*4, a high-speed
service, has been increasing, and services with download speeds of up to 7.2 Mbps are
now available. In terms of mobile WiMAx and the LTE*5 3.9G mobile phone system, which
will both become NGNs, telecom companies are engaged in standardization activities
and developing equipment aimed at the roll-out of commercial services from 2009.
Thus, even for mobile phone users, ultra high-speed communications comparable to
FTTH will soon become a reality.
Looking at terrestrial Tv broadcasting in Japan, digital broadcasting has already got
under way, and full digital broadcasting will begin in 2011 when analog Tv broadcasting
ends. This is expected to increase content distribution over NGNs.
In these ways, as various networks evolve to become NGNs, people will be able to
exchange video and data at high speeds anytime and anywhere. NGN construction is also
likely to give rise to a diverse array of new services using these networks.
NGN is a new type of network that combines the advantages of the reliability of telephone exchange networks, which have now been used for some 100 years, with the flexibility and convenience of the Internet. Technologies integrating IT and networks will
become more important when NGN construction and use gets fully under way. Because
NEC has world-class technological capabilities in both IT and networks, it will be presented
with significant business opportunities.
*1 IP: Internet Protocol
*2 FTTH: Fiber to the Home
*3 FMC: Fixed-Mobile Convergence
*4 HSDPA: High Speed Downlink Packet Access
*5 LTE: Long-Term Evolution
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NGN
Construction
Business
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NEC’S BUSINESSES
NEC’s NGN-Related Business

*6 IMS: IP Multimedia Subsystem
*7 MMD: Multimedia Domain
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Field
Applications

Full line, Full layer

NEC is engaged in NGN-related businesses in two main areas.
The first area is business related to NGN construction.
NEC can provide fixed-line communications service providers, mobile communications service providers, broadcasters and other customers with a comprehensive range
of products and services, ranging from network design
to network equipment. Specifically, NEC can provide a
full lineup and full layer of products and services. These
include access (subscriber) network equipment, backbone network equipment, network control platforms such
as IMS*6 based on SIP servers, and shared platforms (service platforms) for the delivery of services. This has given
NEC an advantageous position in business negotiations
on NGN construction in Japan. Based on experience and
expertise gained in the Japanese market, NEC will develop
business globally going forward.
In fiscal 2008, sales in NGN construction-related business amounted to approximately ¥200 billion, marking
a substantial increase from approximately ¥90 billion in
the previous fiscal year. These sales mainly comprised
IMS, which will lie at the heart of NGNs, and network
systems for IP telephony using FTTH, as well as optical
transport products, and service platforms.

Service platforms
Shared platforms
SDP (service
delivery platforms)
IMS/MMD*7 (Network
control platforms)
Transport
Transport control
Core
Edge
Access (subscriber)

NEC’s Video Solution
Digital Signage (Electronic Signs)
Distribute different advertisements
depending on time period

Capture viewer
responses down to
facial expressions

Analyze number and description of
people who saw advertisements
and level of interest
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Facial recognition systems

Automatic gender/age assessment system
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The second area is business related to services that use NGNs.
Gaining the ability to exchange video and data reliably and securely at high speeds
and in large volume will become a major catalyst for change in terms of consumer
behavior and corporate business models that have existed so far. It will drive the provision of a diverse spectrum of new services by telecom providers and broadcasters to
companies and individuals, by companies to individuals, and among companies. As a
result, system construction employing ICT technology*8 will gain new strength, and spur
growth in IT investment. NEC has an extensive track record in the construction of such
large-scale open systems. By harnessing this strength, NEC aims to drive further growth
in its businesses.
For example, NEC’s Digital Signage and other video solutions are provided by integrating technologies and know-how related to IT, networks, broadcasting and video,
and terminals as well as the BIGLOBE service. These important solutions give NEC a
competitive edge. In addition, NEC will provide solutions combining its experience in
constructing large-scale systems and new technologies. This includes developing services
using NGNs in social infrastructure fields in the public and financial services sectors, as
well as electronic money and RFID solutions in the distribution and services fields. As
moves to establish NGNs and wireless broadband networks get fully under way in global
markets, NEC aims to seize these business opportunities to further expand sales
and earnings.
*8 ICT: Information and Communications Technology
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Overseas
Expansion of
the IT/Network
Solutions
Business

“iStorage HS Series (HYDRAstor)”
This next-generation grid storage
system product was developed at
NEC Laboratories America, Inc.

“iStorage E1”
Released in January 2008, this storage
product was jointly developed with
EMC Corporation based on a strategic
alliance with this partner.

Overseas Business
Expansion
Overseas business expansion is indispensable to NEC’s growth. In particular, the IT/
Network Solutions business is a field in which NEC is well positioned to demonstrate its
world-class technological capabilities on a global scale. Based on a business network
that is firmly established in various regions of the world, NEC is striving to reinforce its
organizational structure through such efforts as enhancing its local operations, for
example, while attempting to further strengthen overseas business through global
alliances. Our aim is to raise the overseas sales ratio, which currently is 25%, to 40% over
the medium term.
 In businesses involving IT systems such as system integration (SI) and servers, we are
aiming for growth mainly in areas where we can harness our strengths. So far, NEC has built
up a strong track record in step with the entry of Japanese companies into China and other
Asian countries in such fields as systems for manufacturing and distribution industries.
However, in fiscal 2008, we took an equity stake in a consulting company for manufacturers
and acquired a system integrator involved in the distribution and retail industries in China,
as part of efforts to expand solutions businesses targeting Chinese companies.
 In the field of security, particularly fingerprint identification technology, NEC boasts
advanced technologies that hold a very large share of the global market for security systems for police forces. By further applying these technologies, we are aggressively
expanding businesses centered on immigration control systems and national ID systems in
various countries.
We are also promoting alliances with global partners. In particular, there are high hopes
for growth in the field of service platforms, which will help companies to provide new
services over networks. Therefore, we have established collaborative ties with six leading
overseas IT vendors while making use of the advanced technological capabilities we have
cultivated in Japan’s world-leading market.
 In the field of hardware as well, NEC is endeavoring to expand overseas business, centered on distinctive NEC products. “iStorage HS Series” which we launched first in the U.S.
market in fiscal 2008, is a unique product that realizes highly reliable and scalable disk
storage at a price comparable to tape media. NEC is also actively engaged in alliances with
overseas companies and has launched a jointly developed compact storage product with
EMC Corporation of the U.S.
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One of the world’s largest national identification
systems based on fingerprint authentication
technology—Republic of South Africa

Turning to NEC’s overseas network business, growth opportunities are expected to
expand rapidly in step with the full-scale launch of NGNs in markets around the world.
In terms of the outlook for the overseas network business, supported by the full-scale
launch of NGNs, markets in developed countries are expected to expand, while demand in
emerging countries is expected to remain robust, leading to projected annual growth in
the overseas network business of around 5% as a whole. Going forward, in overseas markets
where stronger growth is projected than in Japan, NEC will strengthen sales of products
backed by an extensive track record in Japan, which leads the world in terms of NGN services, with the aim of expanding overseas business.
First, we will expand business by leveraging our proven track record in the global market
and our customer base, both of which are NEC’s strengths. For major network products
such as microwave transmission equipment, optical transmission equipment, and switching
systems, NEC has a customer base that spans more than 150 countries in total. By making
the most of this customer base, we will expand sales of our network products and service
platforms, both of which have rapidly incorporated worldwide standard specifications.
Next, we will cultivate new markets through alliances with other companies.
With the aim of expanding overseas business, NEC announced in February 2008 that
it would establish a wide-ranging cooperative relationship with Alcatel-Lucent. As a first
step in this collaboration, NEC entered into a preliminary agreement including establishment of a joint-venture company that will jointly develop LTE, a next-generation mobile
communications system. Going forward, LTE is expected to be adopted by numerous
mobile phone service providers in Japan and overseas, including NTT DoCoMo, Inc. and
Verizon Communications Inc. of the U.S. NEC will supply products developed by this jointventure company in a timely manner to meet demand from customers around the world.
Besides LTE, NEC is also considering specific collaboration plans with Alcatel-Lucent in
fields such as IMS, which is indispensable to NGNs and next-generation mobile and wireless services, optical communications, IP routing technology and more. By harnessing
each other’s strengths in technologies, products, and markets, the two companies aim to
enhance development efficiency and cultivate new markets, and thereby establish their
positions as global leaders in the network sector.
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131 countries
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PASOLINK:
Driving Overseas Business Expansion
(Ultra-Compact, Point-to-Point Microwave Wireless Access System)
NEC’s PASOLINK is an ultra-compact, high-performance microwave communications system.
It is making a substantial contribution to the development of mobile infrastructure all over
the world mainly as a form of communications equipment that links base stations.
In fiscal 2008, PASOLINK sales increased approximately 80% year on year. NEC has
delivered a total of 780,000 units to 131 countries*9, and PASOLINK achieved top global
market share in 2007*10.
At present, the number of mobile phone subscribers is increasing rapidly mainly in the
Asian region. In India, especially, growth has continued at an explosive pace, with the
number of new subscriptions surpassing 100 million from May 2006 to August 2007. For
communications service providers to acquire more subscribers in such regions, it is vital
to install many more base stations in a shorter time than their competitors and thereby
rapidly expand their service area. Consequently, demand is rising for wireless communications equipment, which enables systems to be constructed more swiftly and economically
than fixed-line systems. PASOLINK’s excellent product capabilities and NEC’s ability to
flexibly respond to customer needs have won high acclaim from the global market, and
NEC has continued to field numerous business inquiries from such telecom providers.
NEC has so far developed numerous outstanding wireless technologies. For example, we
were the first in the world to commercialize digital microwave communications in 1969. By
bringing together all these technologies, PASOLINK boasts exceptional reliability with a
failure probability of less than once every 100 years, and a far more compact form and
much lower power consumption than competing products.
Furthermore, by establishing a global supply chain integrating the product development
division, plant, and sales force, NEC can fill custom orders for over 1,000 different models
based on differences in frequency and capacity and delivery times in as short as about two
weeks from order to delivery.
With PASOLINK as one of the driving forces behind the expansion of its overseas network
systems business, NEC will continue to expand business mainly in emerging countries,
where mobile infrastructure demand is growing at a phenomenal pace.
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*9 As of December 31, 2007
*10 Source: Sky Light Research
(Based on cumulative unit sales from January 2007 to December 2007)
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Participation in KAGUYA
Lunar Orbiter Project
—Exploring the Enigma of the Moon’s Origin and Evolution
The KAGUYA lunar orbiter was launched in September 2007 and began full-scale lunar
observations in December.
It is the largest lunar mission since the Apollo program, and it has drawn considerable
media attention around the world as an endeavor that will significantly advance our understanding of the Moon’s origin and evolution.
As a prime contractor in this project, NEC is in charge of the manufacture and operation
of KAGUYA under the supervision of the Japan Aerospace Exploration Agency (JAXA).
NEC is playing an important role as a member of this project by handling, for example, the
development of on-board equipment for an advanced laser-based topographical survey
of the Moon’s surface and for measurement of the Moon’s gravitational field.
NEC has accumulated more than 50 years of experience in space development projects,
beginning with the development of Japan’s first satellite, Ohsumi. Also, NEC has been
engaged in the KIZUNA project, the Wide InterNetworking engineering test and Demonstration Satellite that was launched after KAGUYA, and the Kibo international space station
project. NEC’s technological and manufacturing capabilities are being broadly utilized even
in satellites in outer space, and are contributing to the advancement of space development
and the creation of an affluent society.

NEC supports the KAGUYA
Lunar Orbiter project
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At a Glance
NEC CORPORATION AND CONSOLIDATED SUBSIDIARIES
For the years ended March 31, 2006, 2007 and 2008
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The IT/Network Solutions business
provides solutions for the ubiquitous
networking era, mainly to government
agencies, communications service
providers, and other private-sector
enterprises.
NEC has world-class technologies in
both IT and networking, principally
grounded on an extensive track record
in constructing large-scale open mission critical systems; and c
 arrier-class
reliability developed through experience in both fields of fixed and mobile
communications systems. Furthermore,
NEC has leading-edge technologies in
areas of convergence between IT and
networking.

Mobile/Personal Solutions Business
Proportion
of sales (2008)
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The Mobile/Personal Solutions
business provides mobile handsets,
personal computers and other terminals that channel individuals to the
ubiquitous networking society, as well
as Internet services.
This business underpins the NEC
brand with leading-edge technologies
that realize enjoyable features and user
friendliness, as well as finely tuned
support services.

&

Electron Devices Business
Proportion
of sales (2008)
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The Electron Devices business provides
the semiconductors, liquid crystal displays, electronic components and other
products that play a vital role in realizing higher performance devices mainly
for manufacturers involved in digital
home electronics and automobiles.

IT Services/
System Integration
N

Network Systems
N

Systems Integration
(Systems Construction, Consulting)

N
N

Network Systems for Communications Service Providers
N Network Infrastructure
(Mobile Communications Systems, Fixed-line Communications Systems)

Maintenance and Support
IT Outsourcing

Backbone Networking Systems
(SDH Systems, WDM Systems, Routers/Switching Systems)

Access Networking Systems

IT Products
N
N
N
N
N
N
N
N

PC Servers
UNIX Servers
Mainframe Computers
Supercomputers
Storage Products
Business Personal Computers
Professional Workstations
Computer Software
(Operating Systems,
Middleware, Application Software)

(Broadband Access Networking Systems, Mobile Access Networking Systems,
Microwave Communications Systems)
N

N

(IP Telephony Systems, Routers/Switching Systems, Wireless LAN, Network
Outsourcing)

Social Infrastructure
N
N
N
N
N

Mobile Terminals
N

Mobile Handsets

N

N

N

System LSIs
(For Use in Communications Equipment,
Computing and Peripheral Products,
Consumer Electronics Products,
Automotive and Industrial Products)

N
N
N

Microcontrollers
Discrete Devices
Optical and Microwave Devices

Broadcasting Systems and Video Equipment
Control Systems
Transportation Systems
Aerospace and Defense Systems
Fire and Disaster Prevention Systems

Personal Solutions
N

Semiconductors

Network Control Platforms Systems
Network Service Delivery Platform Systems
Enterprise Network Systems
N

Personal Computers
Personal Communications Equipment
“BIGLOBE” Internet Services

Electronic Components and Others
N
N
N
N
N
N

LCDs
Capacitors
Lithium-ion Rechargeable Batteries
Piezoelectric Devices
Relays
IC Cards, IC Tags
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SALES BY SUBSEGMENT
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PERFORMANCE BY SEGMENT

IT/NETWORK SOLUTIONS BUSINESS

The IT/Network Solutions business provides products and services mainly to
the public sector, corporations and communications service providers, by
leveraging both world-class IT and network technologies. This business
comprises: IT Services/SI (Systems Integration), which involves consulting,
systems construction, maintenance and support; IT Products, which consists of
servers and other products; Network Systems, which involves providing fixedline and mobile communications systems to communications service providers,
and network systems for enterprises; and Social Infrastructure, which involves
broadcasting, aerospace and other domains.
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Fiscal 2008 Financial Results
In fiscal 2008, the year ended March 31, 2008, sales
of the IT/Network Solutions business rose 4% year
on year to ¥2,866 .2 billion . By subsegment, sales in

Returned books are
put on a conveyor belt
for automatic processing and sorting.

AUTOMATED RFID-BASED PROCESSING AND SORTING SYSTEM
FOR RETURNED BOOKS
(Saitama Municipal Chuou Library)

the IT Services/SI area increased 7% year on year
to ¥832 .5 billion supported by steady growth in sales
to almost all industries . In the Network Systems
area, sales increased 6% year on year to ¥1,086 .0
billion as a result of strong sales to overseas communications service providers, despite a decrease
in sales to mobile communications service providers
in Japan . In the Social Infrastructure area, sales were
up 12% year on year at ¥340 .9 billion . On the other
hand, IT Products sales declined 7% year on year
to ¥606 .8 billion, mainly reflecting the impact of the
transfer of sales operations for optical disk drives .
Overall, operating income improved ¥6 .6 billion year
on year to ¥160 .6 billion, mainly reflecting sales

in Japan, but also targeting global businesses in

growth in the IT Services/SI area and higher earnings

Asia and other markets . The alliance covers a broad

as a result of SI innovation activities .

range of activities from development and marketing

Fiscal 2008 Accomplishments

of solutions to sales .
NEC is actively creating and expanding new

IT Services/SI Accomplishments
and Outlook

markets using leading-edge technologies . One

Supported by firm domestic IT investment, NEC

less chips are used to identify and track people or

achieved business expansion in almost all business

objects . In Japan, we increased sales efforts in this

sectors during fiscal 2008 . In particular, we expanded

market through such activities as offering custom-

our high-growth service platform business by offer-

ers a location where they could conduct RFID trials

ing a wide range of systems for video management/

in simulated environments reflecting actual situa-

distribution, billing and settlement, authentication,

tions . As a result, we steadily continued to build on

and other systems . In addition, targeting global

our record for introducing RFID-related solutions in

development of our service platform solutions, we

materials and parts inventory management and

strengthened our business alliances with six major

other systems in the manufacturing production

IT vendors*  . In the field of ERP (Enterprise Resource

field . Based on these achievements in Japan, we

Planning) systems demand for deploying SAP

are planning to develop our business in China,

systems is growing in various industries . Here, NEC

where the market for RFID-related solutions is

expanded SAP systems track records to the manu-

expected to expand . In March 2008, to drive busi-

facturing and other sectors, by combining SAP

ness expansion, we built an experimental facility in

systems with applications where NEC excels . NEC

Shanghai in cooperation with Tongji University .

1

example is RFID-related solutions, where tiny wire-

has formed a broad alliance with SAP AG, not only
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In terms of earnings, we are implementing “SI

1 trillion floating-point operations per second), the

innovations” throughout the NEC group to enhance

system is optimal for large-scale simulations in such

profitability. We achieved improved earnings in the

fields as aerospace, aviation and meteorology. NEC

period under review through such measures as

received orders for more than 100 of these super-

broadening the scope of our system development

computers from research facilities around the

standards to include partner companies in Japan and

world. In Thin-Client systems, which are attracting

overseas, and promoting use of a standard model

attention as a means of preventing data leaks, NEC

for systems with the aim of realizing shorter develop-

has expanded deliveries of these systems to Daiwa

ment times, higher quality, and lower costs. We

Securities Group Inc.; Sumitomo Trust & Banking

intend to step up these efforts, with the aim of

Co., Ltd.’s New York Branch; and other customers.

steadily improving the IT Services/SI operating

In the storage field, we commercialized a next-

income ratio.

generation grid storage system called the “iStorage

* BEA Systems, Inc., EMC Corporation, Hewlett-Packard Company, Microsoft Corporation, Oracle Corporation, and Sun
Microsystems, Inc.
1

Demand for IT-driven systems is increasing as the
Next Generation Networks (NGN) era comes of
age. In this context, it is important to offer customers flexible, reliable, and user-friendly IT products.
To that end, we are introducing competitive products based on sophisticated technologies unique
to NEC.
In fiscal 2008, NEC began sales of SX-9*2, the
world’s fastest vector supercomputer. With a peak
processing performance of 839 teraflops (TFLOPS:
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ratories America, Inc., shipments of the system
began during the fiscal year. By eliminating data
duplication and compressing stored data, the iStor-

IT Products Accomplishments

IA Servers

HS series (HYDRAstor).” Developed by NEC Labo-

age HS series provides a disk storage solution with
outstanding reliability and scalability at a unit price
comparable to tape media. We aim to expand sales
of this product first in the backup market. In other
areas, NEC captured a 23.7% share of the Japanese
IA server*3 market on a unit basis in 2007, commanding the top share*4 in the market for 12 consecutive
years. NEC’s cumulative shipments of these servers have surpassed the one-million-unit mark.
In the software market, we focused our business

Express 5800 Series:
Top Share for the 12th
Straight Year in Japanese
PC Servers Market

expansion efforts on priority fields such as the

areas. Moreover, sales of NEC’s optical submarine

operation and management of increasingly complex

cable systems more than doubled year on year. As

systems and the high-demand security systems

part of the AAG Project (see chart below), NEC has

market. In the high-availability software market, our

been commissioned, along with Alcatel-Lucent, to

CLUSTERPRO software held the No. 1 market

lay a total of 20,000 km of submarine cable con-

share* for the third consecutive year. This software

necting Southeast Asia with the United States. This

establishes a highly reliable system that prevents

is one of the world’s largest optical submarine cable

business stoppages even when faults occur in the

projects and completion is planned for the end of

system by providing operational redundancy using

2008. NEC is also part of a consortium laying optical

multiple servers.

submarine cable in Alaska for GCI, a major com-

5

* A supercomputer with a large-memory vector processor that
can sequentially process large amounts of data.
*3 A server based on Intel architecture (IA).
*4 For x86 servers in Japan (in terms of unit shipments and factory
revenues) for the calendar years 1996 to 2007 (source: IDC Japan)
*5 For HA clustering software in Japan (in terms of revenues of
Windows and Linux) for the calendar years 2004 to 2006
(source: IDC Japan)
2

munications services provider.
Regarding the Long Term Evolution (LTE) nextgeneration mobile communications system, for
which commercial services are expected to begin
around 2010, NEC has begun collaborating with
Alcatel-Lucent to rapidly introduce this system in
markets around the world.

Network Systems Accomplishments
During the fiscal year, NEC substantially expanded

For Further Growth

its overseas sales, especially of network systems

As NGN construction gets fully under way, NEC

for communications service providers.

expects growing business opportunities in all its

One of the main contributors to this growth was

business domains, not only in Japan but also

PASOLINK, an ultra-compact point-to-point micro-

elsewhere worldwide. By harnessing alliances

wave wireless access system, for which shipments

with other companies, we aim to expand our busi-

rose sharply against the backdrop of ongoing con-

nesses globally by leveraging our strengths in both

struction of mobile phone systems in Asia and other

IT and networks.

AAG Project

The AAG Project for laying
20,000 km of optical submarine cable
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MOBILE/PERSONAL SOLUTIONS BUSINESS
As Next Generation Networks (NGN) bring the ubiquitous networking society
closer to reality, mobile handsets and PCs will come to serve as direct user
interfaces allowing us all to benefit from the advantages of such a society.
The Mobile/Personal Solutions business provides the BIGLOBE Internet service
and these information terminals, and aims to provide even more user-friendly
terminals and services going forward.

Fiscal 2008 Operating Results
In fiscal 2008, the year ended March 31, 2008, sales

Main Initiatives and Accomplishments in Fiscal 2008

in the Mobile/Personal Solutions business declined

Mobile Terminals

10% year on year to ¥872 .9 billion . The major rea-

During the fiscal year, NEC gave top priority to

sons behind the decline were the sale of the Euro-

strengthening the earnings base in the mobile ter-

pean consumer PC business, and the termination

minals area . To achieve better results, we concen-

of the overseas mobile handset business in the

trated our business resources on supplying products

previous fiscal year . Operating profitability, how-

to NTT DOCOMO, Inc .

ever, improved sharply by ¥56 .7 billion year on year

Targeting a rebound in shipment growth in Japan,

to operating income of ¥23 .2 billion . This return to

NEC strengthened its product capabilities by

profitability was largely attributable to efforts to

improving mobile handset design and usability .

terminate the unprofitable overseas mobile hand-

Among the new handsets introduced were the

set business .

N905i, which has a 5 .2 megapixel camera and
“one-seg” terrestrial digital broadcast reception
capability; the N705i, created in collaboration with
a famous designer consumer electronics brand;
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and the N705iµ, the world’s thinnest* 9 .8 mm foldable W-CDMA handset .
In addition, NEC actively conducted new types
of sales promotions, including a promotion tied into
a joint cross-media TV drama produced by Nippon

Enables remote use of
a home server PC from
outside the home over
networks via a PC
remoter

HOME SERvER CLIENT
SOLUTION “
”

Television Network Corporation and an event featuring a live demonstration of new NEC mobile handsets for popular bloggers .

Home server PC

As a result of these activities, NEC mobile handsets garnered a strong customer response, while
gaining wider recognition among broader customer
segments . In this way, we have established a

PC remoter
(portable type)

foothold for capturing a larger market share .

PC remoter
(laptop type)

* When folded, among clamshell-type 3G mobile handsets; based
on NEC research as of December 17, 2007 .

Inc . and launched a new service for securely man-

Personal Solutions

aging the electronic business documents of com-

Amid continued fierce competition, NEC maintained

panies over networks . Since the need for such

its top share of the Japanese PC market in fiscal

services are expected to steadily increase in step

2008 (Source: IDC Worldwide Quarterly PC Tracker

with the broader uptake of NGN, NEC plans to

Q1 2008) .

further expand related businesses going forward .

This continued success was attributable to the
timely roll-out of products satisfying consumers’

For Further Growth

desire to fully enjoy the enhanced graphic functions

The convergence of NGN, which is a reliable and

of the Windows Vista™ operating system, watch

secure network, with PCs and mobile handsets

terrestrial digital broadcasting programs on their

enabling people to access a variety of new services

PCs, and other needs .

anywhere, any time via NGNs is gaining ground .

In the first half, NEC launched VALUESTAR N, a

As a new concept for this new age, NEC has

desktop PC that balances space savings surpassing

announced “Lui,” a solution that paves the way for

laptops with the user friendliness of desktop PCs;

new PC-based digital lifestyles .

VALUESTAR W, which features the world’s first

“Lui” provides unified management on a home

water-cooled hard disc drive to realize quieter opera-

server of all personal digital content, including

tion than a DVD recorder; and other products . In the

images, music, and photographs . It is a new per-

second half, NEC received a strong market response

sonal solution that enables people to view this

for realizing a better user environment by expanding

content on PCs in the living room or other private

its range of models featuring 2GB of memory and a

rooms in their homes or to remotely access them

dual core CPU while launching products incorporat-

through the home server over a network using

ing new designs with a highly distinctive look .

compact and lightweight mobile devices .

In the BIGLOBE Internet service area, NEC took

NEC is targeting further growth in the Mobile/

steps to strengthen businesses involving the provi-

Personal Solutions business not only by enhancing

sion of its own service platforms cultivated so far

the basic functions of PCs and mobile handsets,

to enterprises via networks . In October 2007, NEC

but also by actively supplying solutions unique to

formed a business alliance with Adobe Systems

NEC in new fields .
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ELECTRON DEvICES BUSINESS

The Electron Devices business provides semiconductors and electronic
components essential to creating a more secure and user-friendly ubiquitous
networking society.
This business is enhancing solutions-based proposal capabilities and quality,
while raising development and production efficiency. It also has competitive
advantages in software and system development capabilities developed in the
IT/Network Solutions business.
Fiscal 2008 Operating Results

¥23 .0 billion in fiscal 2007 . In addition to an improve-

In fiscal 2008, the year ended March 31, 2008, sales

ment in the sales cost ratio, factors behind this

in the Electron Devices business were ¥830 .9 bil-

change included measures to cut fixed costs includ-

lion, down 4% year on year . In the core semicon-

ing improved R&D efficiency .

ductor area, sales of semiconductors for consumer
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electronics and automotive and industrial equip-

Structural Reforms

ment rose, but were more than offset by lower

NEC is implementing measures to reform the

sales of semiconductors for communication

semiconductor area to boost competitiveness .

devices and PC peripherals . As a result, overall

First, NEC sought to generate earnings by slashing

semiconductor sales were down by 1% from the

R&D expenses by focusing business resources on

previous fiscal year . In the electronic components

developing highly competitive products in global

and others business sales decreased by 15% due

markets . NEC consolidated development projects,

to inventory adjustments at major customers and

reallocated employees and bolstered production

other factors . However, the Electron Devices busi-

capabilities . NEC also concentrated business

ness restored operating profitability to ¥7 .4 billion

resources on semiconductors for use in automotive

in fiscal 2008, compared with an operating loss of

equipment, mainly automotive microcontrollers, for

which NEC ranks third* in terms of global market
share based on its highly reliable technological capabilities, and on semiconductors for use in digital
consumer electronics, where the “EMMA” series
in the digital image processing field and other prod-

incorporating multicore
technology, naviengine®
system Lsi for car navigation systems offers the
industry’s highest level of
performance.

naviengine®

ucts enjoy a diverse range of applications.
As the next step, NEC is streamlining its manufacturing operations to enhance cost competitiveness. NEC decided to transfer development
functions to its Yamagata production site by the
end of fiscal 2009. In addition, NEC reorganized its
six domestic production subsidiaries in April 2008.
NEC plans to shorten the product development-tomass production period and reduce costs.
NEC has strong technological capabilities in the
field of display-driver ICs, being one of the world’s

operations for the 32 nm generation.

top vendors. NEC now plans to use a dedicated

In the electronic components field, NEC will

production process for display-driver ICs to reduce

streamline the battery business in order to expand

manufacturing costs. In this way, NEC aims to

the lithium manganate battery business, while

improve display-driver IC profitability by offering

strengthening its product portfolio by leveraging

products with advanced process technologies.

NEC’s materials development capabilities.

In fiscal 2008, NEC began shipments of the “M2”
chip, its new third-generation (3G) mobile communications platform, from fall 2007. With this step,
the development of the current platform for mobile
handset semiconductors has been completed.
Resulting in a sharp decrease in R&D expenses.
The “M2” chip is an outstanding IC that boasts 50%
less power consumption than NEC’s previous technologies, enabling manufacturing of even smaller
mobile handsets.
On the development front, resources are weighing even more heavily on this segment than before
because of the highly sophisticated technologies
needed to achieve high performance and low power
consumption when developing state-of-the-art
processes. In response, NEC has decided to jointly
develop next-generation 32nm (nanometer: one
nanometer is one billionth of a meter) system LSI
processes with Toshiba Corporation. Both partners
will share development costs to improve the effectiveness of their R&D activities. The two companies
will continue to discuss possible joint manufacturing

* NEC boasts the third largest global market share in the global
automotive microprocessor market. (Based on research by NEC
Electronics Corporation)

For Further Growth
NEC has positioned the Electron Devices business
as a driver of sales and earnings growth for the NEC
group over the medium and long terms. In core
semiconductor operations, NEC will provide highquality, high-performance semiconductors to customers by leveraging its high reliability and low
power consumption technologies, based on close
collaboration between development and manufacturing operations.
Going forward, NEC will strengthen group-wide
management and cultivate new markets by achieving
technological innovation by combining the group’s
advanced technologies in semiconductors and electronic component businesses with those of the IT/
Network Solutions business. In these ways, NEC will
strive to make the Electron Devices business a driving
force behind the NEC group’s overall growth.
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R&D and Intellectual Assets Strategy

NEC views intellectual assets as a key management resource
and conducts R&D activities based on closely linked
management/business, R&D, and intellectual asset strategies.
Through innovations driven by these R&D activities, NEC aims
to achieve global growth over the medium and long terms.

1. Basic Policy on R&D

better fulfill the need for solutions to problems

NEC views the following as key R&D themes for

faced by society, such as environmental degrada-

supporting medium- and long-term growth: strength-

tion and security-related issues.

ening basic technologies and developing ways to
efficiently commercialize R&D achievements.

Dealing with fast-changing social trends while
also staying ahead of competitors by being the first

Strengthening fundamental technologies entails

to introduce products and services that meet new

reinforcing the search for technology seeds (fun-

needs is also important to NEC’s business strate-

damental technologies), which are anchored in

gies. To those ends, NEC strives to efficiently and

natural sciences such as physics, mathematics, and

rapidly commercialize R&D achievements by effec-

chemistry. It also includes developing platform

tively allocating resources in a selective and

technologies which aggregate and advance those

focused manner.

technology seeds. NEC is also fortifying its develop-

NEC positions R&D in growth-driving Next

ment of core technologies for producing competi-

Generation Networks (NGN) business-related fields

tive products. NEC is redoubling efforts in basic

and key devices that support NGN-related busi-

technology fields, which lie at the core of its R&D

nesses as important medium-term research

programs, with several goals in mind. By increasing

domains. Taking into account the characteristics of

its focus on these fields, NEC aims to develop

different fields so that we can properly respond to

competitive businesses in global markets and to

market trends, and differences in product development timelines, we are conducting R&D activities
based on the following three-group organization to

R&D and Innovation Creation Focused
on Medium-Term R&D Domains
Devices

New services

Business Domain

...

NW
infrastructure

...

Mobile
and terminals

ensure optimal management of our R&D activities.
n Solution Platforms Research Group:
R&D in service platforms and common platforms

...

that are the foundation of solutions construction
n IT/NW System Platforms Research Group:

IT products

SI/Software

Core
Technologies

Medium-Term
R&D Domains

...

Software/service
development
technology

...

Next-generation
NW technology

Next-generation
terminal system
technology

...

Next-generation
computing

Basic
Technologies

Platform
technology
Fundamental
technology
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Platform
technology

...
...

Platform
technology

Platform
technology
Fundamental
technology

...
Fundamental
technology

packaging and equipment business, and intellectual
property core technologies that are the foundation

...

of semiconductor devices
Platform
Technologies

...

R&D in IT/Network system platforms, hardware

n Materials and Process Research Group:
R&D in new concepts and materials for new elec-

...

tronic devices
Fundamental
Technologies

2. R&D from a Global
Perspective and Promotion
of Open Innovation
To be successful in global business, NEC believes
that it is essential to carry out R&D activities in line

Accelerating Open Innovation

C\Q]dS`W\U
aSSRaT`][bVS
dWSe^]W\b]T
\Se[O`YSba
O\RbSQV\]Z]Ug

CaS]TSfbS`\OZaSSR
bSQV\]Z]UWSa

Industry and academia
collaboration, licensing in

China, mobile communications networks are more

Accelerate
research

Academia

fully developed than fixed-line communications
networks. For this reason, one regional characteristic

Other
companies

down
Narrow
choices

Europe and China, and through collaboration
between these research bases and its Japanese

Generate earnings by
licensing out

Fundamental Research

IN
Accelerate
research

IN
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development

Research
projects

OUT

applications for mobile handsets. NEC has established global research bases in North America,

Industry collaboration,
combining technologies

IN

National research
institutes

of China is that it is strong in developing leading-edge
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with regional characteristics in terms of markets,
technologies and other factors. For example, in

Primary Business Divisions

Primary Research Divisions

Business Division

New Business

Spin offs

Prototype Creation/
Mass Production and Use

*Based on “OPEN INNOVATION” by Henry W. Chesbrough, with some additional content by NEC

research base.
To raise the effectiveness and quality of R&D

activities at overseas bases and stepping up patent

activities, NEC proactively utilizes outside resources

applications worldwide. Organizationally, NEC has

in addition to its in-house R&D assets based on an

appointed a CPO (Chief Patent Officer) in all business

Open Innovation approach. Operating under a basic

units and research laboratories, to formulate intel-

policy of global Open Innovation, NEC aggressively

lectual asset strategies that unify business and R&D

incorporates knowledge from domestic and over-

strategies to establish a powerful patent network

seas universities and research institutions. Measures

that includes essential patents in standards. To

to bring in knowledge include accepting student

ensure stable and efficient business execution, NEC

trainees under internship programs, carrying out joint

forms cross license arrangements and alliances, and

research, and inviting researchers from outside the

acquires intellectual assets from outside the Com-

Company to work with NEC. In conjunction with

pany. As for the development of open source soft-

these efforts, NEC aims to acquire knowledge

ware, NEC has invested in and participates in OIN

through collaborative innovation with companies in

(Open Invention Network), which is the organization

other industries. Through such measures, NEC

established for both Linux software development

seeks to discover competitive core technologies and

and Linux collaborative patent protection.

continuously deliver research achievements that
spur on business development.

3. Intellectual Asset
Strategies Supporting NEC

To develop a high-quality patent portfolio, NEC is
nurturing its human resources and reinforcing collaboration between R&D departments and patent
engineers. In conjunction with these efforts, NEC is
strengthening its compensation systems for employ-

NEC positions intellectual assets as a foundation for

ees’ inventions and training courses on patents. NEC

driving sustained growth of the group’s business

carefully monitors infringements of its patents,

activities. To build a powerful operating base, NEC

trademarks, and designs by other companies as well

is pursuing strategic patent projects in growing

as illegal copies of products. Through warnings and

business domains, such as NGN, as an effort to

lawsuits, NEC works to protect its rights.

establish a group-wide patent network. Furthermore,

As of March 31, 2008, the NEC group held

in line with global business expansion, NEC has

approximately 71,000 patents worldwide, including

established IA centers in the U.S., China, and Europe

32,000 patents in Japan.

and is reinforcing intellectual asset development
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Establishment of C&C Innovation Research Laboratories

actions and device operations in combination
with each member’s emotional state .

Promoting Open Innovation-Oriented R&D
With a view to 30 Years From Now

(2) Principles and practical applications of “heart-

NEC established the C&C Innovation Research

NEC is also exploring the principles behind

Laboratories for the purpose of conducting R&D

“heart-to-heart communication,” which involves

into future information and communication systems

elucidating and measuring “how people con-

with a view to 30 years from now . We are seeking

nect on an emotional level“ and “how empathy

to produce even higher quality research by promot-

occurs,” as well as the expression of intangible

ing R&D from a global perspective and Open Inno-

emotions . We are also researching systems for

vation . The laboratories will become a base for global,

conveying emotion and experience to people

Open Innovation-oriented research and develop-

far removed from one another in a way that

ment, which involves partnerships with universities,

transcends linguistic and cultural differences as

research institutes and other industries worldwide .

well as space and time constraints . The field of

The laboratories are currently involved in the fol-

to-heart communication”

human communication is traditionally con-

lowing research themes .

cerned with how to accurately convey informa-

(1) Principles and practical applications of “intelli-

tion using tools such as the telephone or e-mail .

gent computing”

However, from the perspective that what is

NEC is conducting research into “intelligent

intrinsically important to communication is the

computing,” which refers to the process of pool-

ability to convey personal emotions and to

ing knowledge and ideas from people around

experience empathy, we also conduct research

the world to achieve innovation . For example,

into new information and communications

we are delving into basic principles for expand-

systems that allow people to express their

ing creativity by conveying someone’s idea to

emotions in new ways .

another person in order to inspire a new idea,

From the standpoint of clarifying what truly

and then repeating the process with other

enriches people’s lives, NEC will explore new rela-

people, or feeding back ideas to their origina-

tionships between people and information and

tors . We are also researching mechanisms for

communications systems by harnessing the knowl-

promoting intellectual activities by keeping and

edge of people around the world, with the aim of

analyzing records of research team members’

becoming a global innovation company .

intellectual activities such as conversations,

µ63/@BB=63/@B¶1=;;C<71/B7=<

7<B3::753<B1=;>CB7<5
0`SOYbV`]cUVW\bVSQ`SObW]\]TY\]eZSRUS
bV`]cUVOeV]ZSaOZSVSWUVbS\W\U]TbOQWb
c\RS`abO\RW\U

Macro perspective

EWaR][
Dissemination

Community

BVSaSSRW\U
O\Rb`O\aTS`OZ
]TW\a^W`ObW]\

Computing

>S]^ZS

BVW\Ua

6O`[]\g

Creation of
value by society
as a whole

Enhanced flow of
information amongst
society as a whole

Enhancement of
individual knowledgebased creativity

Enhancement of
communicative ability
between people

>S]^ZS

Communication

µ6SO`bb]VSO`b¶
Q][[c\WQObW]\
agabS[

A]QWSbg
Micro perspective

30

7\T]`[ObW]\RSdWQSaT]`
^S`a]\b]^S`a]\
µVSO`bb]VSO`b¶Q][[c\WQObW]\

/Q][[c\WQObWdS
µVSO`bb]VSO`b¶
a]QWSbgO\R
S\dW`]\[S\b

NEC Develops the World’s
Fastest and Longest Optical
Interconnection Technology
Using vertical-Cavity SurfaceEmitting Lasers

for incorporating all of these elements into an optical

Realizes high-speed data transfer essential
to next-generation supercomputers

has boosted data transmission speeds between LSIs

Looking ahead, high-performance supercomputers

major bottleneck to next-generation supercomputing

with petaflop*1-class processing speeds will be

processing speeds . The second is ultra high-density

required in around 2010 . While internal CPU per-

optical modules . NEC developed an ultra-small

formance is projected to improve in step with

optical module (12 signals), comprising flip-tip

continuous technological innovation in LSI device

mounted*4 optical elements on a ceramic substrate

technologies, realizing data transfer speeds

5 mm wide and 7 mm long, and optical connectors

between LSIs with the capacity to supply data

with internal optical wiring mounted on the optical

volumes commensurate with CPU performance

module circuit board . Through this advance, NEC

has become a performance enhancement issue .

can mount ultra-small optical modules representing

fiber-based circuit-design model . This has enabled
multi-mode data transfers at 25 Gbps per signal over
circuits linked by 100 m of optical fiber, the world’s
longest optical interconnection . By doing so, NEC
and between circuit boards, thereby eliminating a

From the three years from fiscal 2006 to fiscal

approximately 1,000 signals within a 10 cm2 area

2008, NEC participated in joint research with the

centered on LSIs mounted on printed circuit boards .

Tokyo Institute of Technology focused on the theme

This allows the use of shorter electrical wiring

of “R&D in Optical Interconnection Technology for

between LSIs and optical modules, enabling the

Ultra High-speed Computers .” This was part of a

exchange of electrical signals with clean waveforms

research project of the Japanese Ministry of Educa-

between LSIs and optical modules .

tion, Culture, Sports, Science and Technology

Going forward, NEC will actively develop optical

(MEXT) called “R&D in Basic Next-generation Super-

interconnection technologies with the view to

computing Technology .” As a result, NEC has suc-

broadly applying this technology to servers and

cessfully developed an optical interconnection

network equipment requiring large data capacities .

technology allowing ultra-high-speed and large

*1 1 petaflop: 1 quadrillion floating point calculations per second
*2 1 terabit: 1 trillion bits
*3 1 gigabit: 1 billion bits
*4 Technology for directly mounting optical elements onto
electrodes

volume data transmission for next-generation supercomputers . By applying this technology to cuttingedge LSIs in around 2010, NEC aims to achieve
ultra-high-speed data transfers in the order of 20
terabits*2 a second for every one LSI within a roughly
10 cm2 area on a printed circuit board . This will allow
a transmission volume that is approximately 1,000
times larger than that of current industry-standard
optical modules .
NEC has developed two main technologies . The

HIGH-DENSITY CIRCUIT BOARD
WITH OPTICAL MODULES MOUNTED
AROUND AN LSI
LSI

Optical module

first is an optical module using vertical-cavity surfaceemitting lasers (VCSELs) that achieves the world’s
fastest signal transmission speeds . NEC developed
the world’s fastest VCSEL with an operating speed
of 25 Gbps*3, more than double conventional transmission speeds, an opposing surface illuminated
photodetector, and an optical IC transceiver to operate the system’s optical elements . NEC also established an integrated opto-electronic design technique

10 mm
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Corporate Governance
(As of June 23, 2008)

In recognition of the fact that reliable corporate governance is essential to the maximization of corporate value, NEC is committed to
strengthening its corporate governance practices through (1) assurance
of transparent and sound management, (2) realization of prompt
decision making and business execution, (3) clarification of accountability and (4) timely, appropriate and fair disclosure of information.

Corporate Governance Structure
NEC has introduced a corporate officer system to clarify management responsibility and facilitate prompt
decision making and business execution. This has involved transferring substantial authority for business
execution from the Board of Directors to corporate officers. NEC has also been working to improve management transparency through such means as continuing to increase the number of outside directors, establishing
a Compensation Committee, and to ensure management soundness through such means as encouraging
closer cooperation among NEC’s Corporate Auditors, internal auditing division and Accounting Auditors.

Board of Directors
The Board of Directors consists of 15 members, five of whom are Outside Directors. Aiming to strengthen
the Board of Directors’ supervisory functions, NEC raised the number of Outside Directors to one-third of
the Board of Directors. In parallel, NEC has been working to enhance deliberations by the Board of Directors
through such means as briefing Outside Directors in advance on particularly important proposals to be put
forward to the meetings of the Board of Directors. Furthermore, the term of Directors is one year in order
to clarify their responsibility for management every fiscal year.

Executive Committee and Business Progress Committee
The Executive Committee, which comprises around 20 corporate officers, discusses important NEC group
management issues such as management policies and strategies. This committee extensively discusses
matters of particular importance prior to putting them forward to the meetings of the Board of Directors for
approval. In doing so, the committee enhances the deliberations and ensures appropriate decision making.
Meanwhile, the Business Progress Committee comprises corporate officers, executive general managers of business units and other members. This
committee deliberates and reports on matters

GENERAL MEETING OF SHAREHOLDERS
Elect and Dismiss
Audit

Accounting
Auditors

Elect and Dismiss

execution, such as monitoring progress with

Management/
Supervision

Cooperate

CORPORATE
AUDITORS
(Board of
Corporate
Auditors)

Audit

BOARD OF
DIRECTORS
(Directors)

Cooperate
Cooperate
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related to the status of the NEC group’s business

Elect and Dismiss

CORPORATE
AUDITING
BUREAU

EXECUTIVE
COMMITTEE

Deliberate/
Report
COMPENSATION

Supervise
BUSINESS
PROGRESS
COMMITTEE

COMMITTEE

respect to meeting budgets adopted by the Board
of Directors, with the aim of sharing management
information and promoting execution efficiency.

Compensation Committee
NEC has established the Compensation Committee,

(Corporate Officers)

which consists of five members, including three

Business Internal
Execution Audits Business Units/Affiliate Company

outside members, one of whom is the chairperson.
This committee deliberates on the remuneration

system and level of compensation for directors and corporate officers from an objective perspective. The
Compensation Committee reports the results of its deliberations to the Board of Directors.

Corporate Auditors
NEC has adopted the corporate auditor system and established the Board of Corporate Auditors pursuant to
the Company Law of Japan. Five Corporate Auditors, three of whom are Outside Corporate Auditors, audit
the Directors’ performance of duties. Furthermore, the Board of Corporate Auditors decides on audit policies
and other matters, and receives status reports on audits from each Corporate Auditor and on other matters.
The Corporate Auditors are stepping up cooperation with the Accounting Auditors, such as by receiving briefings on financial audits covering status reports on their audits and audit plans, and exchanging opinions on
their audits.

Corporate Auditing Bureau (Internal Auditing Division)
NEC has established the Corporate Auditing Bureau as an internal auditing division reporting directly to
the president of NEC. This bureau mainly consists of corporate staff members with expertise in internal
auditing. The Corporate Auditing Bureau performs audits of the NEC group in cooperation with the internal
auditing sections of NEC subsidiaries to ensure legal, appropriate and efficient execution of business
activities, and identifies issues and proposes improvements. The Corporate Auditing Bureau is taking steps
to strengthen cooperation with the Corporate Auditors. These steps include reporting and exchanging
opinions on audit results regularly or as necessary with the Corporate Auditors, and reporting on the status
of “NEC Helpline,” a compliance hotline for employees and contractors to discuss or report issues concerning possible breaches of corporate ethics or compliance.

Accounting Auditors
In fiscal 2008, the independent audit of NEC was performed by Ernst & Young ShinNihon.
In light of the expiry of the term of office of the above Accounting Auditors upon the close of the Ordinary
General Meeting of Shareholders held in June 2008, and its number of consecutive years in office as Accounting Auditors, KPMG AZSA & Co. was newly elected as NEC’s Accounting Auditors at this meeting.

Internal Control System
NEC’s Board of Directors has formulated a “Basic Policy on Implementation of Internal Control Systems”
for ensuring the properness of corporate business operations.
The main points of this basic policy are as follows:
NEC shall endeavor to establish and operate its internal control systems more effectively, through continuous evaluation of the implementation of the internal control systems under this policy as well as taking
measures necessary for its improvement, and conducting consistent reviews of this basic policy in response
to changes in the business environment.
(1) In order to ensure that Directors and employees perform their duties in compliance with laws, regulations, and the Company’s Articles of Incorporation, Directors and corporate officers shall take the lead
in practicing and striving to make known the “NEC Group Charter of Corporate Behavior” and the “NEC
Group Code of Conduct,” both of which were adopted to establish business ethics standards for the
NEC group and to ensure compliance with laws and regulations, the Articles of Incorporation and
internal rules. If any material violation of laws, the Articles of Incorporation or internal rules is found,
NEC shall investigate the cause of such violation and formulate and implement preventive measures.
In addition, NEC shall encourage the use of the NEC Helpline, a compliance hotline.
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(2) NEC shall properly store and manage information in accordance with applicable laws, regulations and
internal rules.
(3) NEC shall implement risk management systems efficiently and comprehensively under a consistent
companywide policy in accordance with internal rules. Business divisions shall properly implement risk
management systems related to their operations and corporate staff divisions shall support such Business divisions’ activities. NEC shall fully deliberate matters of importance from a risk management
perspective, such as its strategy to control important management risks. Of these, matters of particular
importance shall be reported to the Board of Directors. The internal auditing division shall conduct audits
of the enterprise risk management system and the status of risk management.
(4) In order to ensure that Directors perform their duties efficiently, the Board of Directors shall delegate
substantial authority to corporate officers and promote more timely decision making and effective
performance of duties. The corporate officers shall, under the supervision of the Board of Directors,
conduct business efficiently in accordance with medium-term corporate management goals and budgets.
(5) In order to ensure that the NEC group conducts operations appropriately, NEC shall send Directors and
Corporate Auditors to subsidiaries; share information routinely with subsidiaries to conduct operations
based on the “NEC Group Charter of Corporate Behavior” and the “NEC Group Code of Conduct”;
and give instructions and assistance to subsidiaries with respect to the establishment of systems for
ensuring compliance with laws, regulations and properness of business operations. The Internal Auditing
Division shall conduct audits of subsidiaries in cooperation with their internal auditing sections to ensure
proper operations.
(6) Internal control over financial reporting of the NEC group shall be evaluated, maintained and improved
in accordance with applicable laws and regulations. From the perspective of proper and efficient operations of the NEC group, NEC shall endeavor to conduct improvement and standardization of business
processes, and further strengthen its internal control utilizing information systems.
(7) NEC shall assign full-time employees to assist Corporate Auditors in performing their duties. The Corporate Auditors shall approve matters concerning these employees, including performance evaluations,
personnel changes and disciplinary action.
(8) Directors and employees shall report to the Corporate Auditors on the status of the performance of
their duties and other matters.
(9) In order to ensure that audits are performed effectively, Corporate Auditors shall exchange information
and consult with each other on the status of audits. Furthermore, Corporate Auditors shall periodically
receive reports on financial audits from the Accounting Auditors and exchange opinions with them.
This policy is disclosed on NEC’s website at the following URL:
http://www.nec.co.jp/profile/en/internalcontrol.html

Information Disclosure Structure
NEC recognizes the importance of providing timely, proper and fair disclosure to obtain a fair evaluation of
its corporate value from the capital markets. Accordingly, NEC regularly strives to ensure that internal
divisions and subsidiaries have a clear understanding of timely disclosure and other rules issued by financial
instruments exchanges, while establishing a framework for communication between relevant internal head
office divisions and subsidiaries.
Furthermore, NEC holds quarterly investors’ meetings where members of senior management announce
and explain financial results. Other actions include holding meetings to explain management strategies,
improving disclosure of information on NEC’s website (including simultaneous disclosures both in Japanese
and English), and enhancing investor relations activities on a global scale.
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(As of June 23, 2008)

Directors

Hajime Sasaki

Chairman of the Board

Kaoru Yano

President (Representative Director)

Botaro Hirosaki

Senior Executive Vice President and Member of the Board
(Representative Director)

Masatoshi Aizawa

Senior Executive Vice President and Member of the Board
(Representative Director)

Konosuke Kashima

Executive Vice President and Member of the Board

Akihito Otake

Executive Vice President and Member of the Board

Toshimitsu Iwanami

Senior Vice President and Member of the Board

Susumu Otani

Senior Vice President and Member of the Board

Takao Ono

Senior Vice President and Member of the Board

Junji Yasui

Senior Vice President and Member of the Board

Toshio Morikawa*1

Member of the Board
Advisor, Sumitomo Mitsui Banking Corporation

Yoshinari Hara*1

Member of the Board
Chief Corporate Adviser, Daiwa Securities Group Inc.

Sawako Nohara*1

Member of the Board
President, IPSe Marketing, Inc.

Kenji Miyahara*1

Member of the Board
Senior Adviser, Sumitomo Corporation

Hideaki Takahashi*1

Member of the Board
Professor, Keio University Graduate School of Media and Governance
*1 Outside Directors as stipulated in Item 15 of
Article 2 of the Company Law of Japan

Corporate
Auditors

full-time

Hiroshi Takakuta

full-time

Kenji Seo
Shinichi Yokoyama*

Chairman, Representative Director, Sumitomo Life Insurance Company

Tatsuzo Homma*

Attorney at Law

2

Satoshi Itoh*2

2

Certified Public Accountant
*2 Outside Corporate Auditors as stipulated in Item
16 of Article 2 of the Company Law of Japan
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NEC’s Corporate Social Responsibility

NEC aspires to play a part in enriching society by delivering
innovation through business activities. We are deeply aware
that our business activities are premised on relationships
with many stakeholders, including shareholders and other
investors, customers, business partners, the community at
large, and employees.
Corporate social responsibility (CSR) at NEC means
achieving sustainable growth together with society by earning
the trust of all stakeholders as we create and provide value
through a diverse array of business activities.

NEC has summarized its vision for the kind of society it seeks to realize and the kind of company it seeks
to become over the next 10 years in the NEC Group Vision 2017, as follows: “To be a leading global company leveraging the power of innovation to realize an information society friendly to humans and the earth.”
NEC considers all its business activities to be an integral part of CSR activities. We also remain engaged
in a range of activities in fields such as environmental protection and social contribution, with the aim of
realizing our Group Vision.

“REAL IT COOL PROJECT” Formulated to Reduce Power
Consumption of Customers’ IT Systems
NEC has formulated the “REAL IT COOL PROJECT,” a series of programs and activities
for the development and provision of technologies, products, and services that will
reduce the power consumption of customers’ IT systems. By promoting this project,
NEC aims to cut the annual power consumption of customers’ IT systems by 50% to
achieve a cumulative reduction in CO2 emissions from IT devices of approximately
910,000 tons by the year 2012. Based on this plan, NEC launched the new “ECO
CENTER” energy-saving server that reduces power consumption by up to 55% compared with conventional servers. In this manner, NEC is striving to reduce the environmental impact of its customers and society as a whole.

ECO CENTER
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Helping to Combat Global Warming
by Recycling PCs
NEC plants one eucalyptus tree on Kangaroo Island in Australia
for each used PC that it buys from customers for resale as a
recycled PC. In December 2007, the number of recycled PC shipments exceeded 100,000 units, and the cumulative CO2 reduction
benefit is expected to reach 35,724 tons, equivalent to a capacity
of roughly 16 times the Tokyo Dome stadium.
Tree planting on Kangaroo Island

Having Fun Restoring a Natural
Environment
As part of environmental awareness raising activities and the
“NEC Make-a-Difference Drive,” a community contribution program in which employees participate, NEC has been carrying out
the “Rice Paddy Building Project” since fiscal 2005. In this project,
as part of the environmental restoration of the Lake Kasumigaura
basin promoted by the non-profit organization “Asaza Fund,” we
are working with the “Asaza Fund” to restore a rice paddy in a
ravine in Ishioka City, Ibaraki Prefecture, which is located at the
source of Lake Kasumigaura. So far, a total of 4,320 people,

Rice planting activities

including NEC group employees and their families, have taken
part in the program. The participants have helped to restore a
natural environment while having fun, through experiences ranging from rice planting to rice harvesting and making sake from
the rice crop.

Inclusion in Socially Responsible Investment (SRI)
(as of June 2008)

• Dow Jones Sustainability World Indexes
• MS-SRI Morningstar Socially Responsible
Investment Index
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Investor Information

Transfer Agent for Common Stock

Composition of Shareholders

The Sumitomo Trust and Banking Company, Limited
4-4, Marunouchi 1-chome, Chiyoda-ku,
Tokyo 100-8233, Japan
Request forms for change of address, etc.
Japan toll free: 0120-175-417
Other inquiries
Japan toll free: 0120-176-417
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Corporate Overview

Company name

NEC Corporation

Address

7-1, Shiba 5-chome, Minato-ku, Tokyo, Japan

Established

July 17, 1899

Chairman of the Board

Hajime Sasaki

President

Kaoru Yano

Capital

¥337.9 billion (As of March 31, 2008)

Shares of common stock issued 2,029,732,635 shares (As of March 31, 2008)
Consolidated net sales

¥4,617.2 billion (Year ended March 31, 2008)

Business segments

IT/Network Solutions business
Mobile/Personal Solutions business
Electron Devices business
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CHANGE IN ACCOUNTING PRINCIPLES
NEC changed its accounting principles to prepare consolidated financial statements required under Japanese law
from accounting principles generally accepted in the United States of America (“U.S.GAAP”) to accounting principles generally
accepted in Japan (“Japan GAAP”) starting from the fiscal year ended March 31, 2007. Accordingly, the financial statements for
the fiscal year ended March 31, 2006 on this annual report presented under Japan GAAP for comparison purpose.

CAUTIONARY STATEMENTS:
This annual report contains forward-looking statements pertaining to strategies, financial targets, technology, products and services,
and business performance of NEC Corporation and its consolidated subsidiaries (collectively “NEC”). Written forward-looking statements may appear in other documents that NEC files with stock exchanges or regulatory authorities, such as the Director of the Kanto
Finance Bureau, and in reports to shareholders and other communications. NEC is relying on certain safe-harbors for forward-looking
statements in making these disclosures. Some of the forward-looking statements can be identified by the use of forward-looking words
such as “believes,” “expects,” “may,” “will,” “should,” “seeks,” “intends,” “plans,” “estimates,” “targets,” “aims,” or “anticipates,” or the negative of those words, or other comparable words or phrases. You can also identify forward-looking statements by
discussions of strategy, beliefs, plans, targets, or intentions. Forward-looking statements necessarily depend on currently available
assumptions, data, or methods that may be incorrect or imprecise and NEC may not be able to realize the results expected by them.
You should not place undue reliance on forward-looking statements, which reflect NEC’s analysis and expectations only. Forwardlooking statements are not guarantees of future performance and involve inherent risks and uncertainties. A number of important factors could cause actual results to differ materially from those in the forward-looking statements. Among the factors that could cause
actual results to differ materially from such statements include (i) global economic conditions and general economic conditions in NEC’s
markets, (ii) fluctuating demand for, and competitive pricing pressure on, NEC’s products and services, (iii) NEC’s ability to continue to
win acceptance of NEC’s products and services in highly competitive markets, (iv) NEC’s ability to expand into foreign markets, such as
China, (v) regulatory change and uncertainty and potential legal liability relating to NEC’s business and operations, (vi) NEC’s ability to
restructure, or otherwise adjust, its operations to reflect changing market conditions, (vii) movement of currency exchange rates, particularly the rate between the yen and the U.S. dollar, and (viii) impact of any regulatory action or legal proceeding against NEC. Any
forward-looking statements speak only as of the date on which they are made. New risks and uncertainties come up from time to time,
and it is impossible for NEC to predict these events or how they may affect NEC. NEC does not undertake any obligation to update or
revise any of the forward-looking statements, whether as a result of new information, future events, or otherwise. You may find more
current information on the NEC home page (http://www.nec.com) or NEC Investor Relations home page (http://www.nec.co.jp/ir/en).
The management targets included in this annual report are not projections, and do not represent management’s current estimates of
future performance. Rather, they represent targets that management will strive to achieve through the successful implementation of
NEC’s business strategies.
Finally, NEC cautions you that the statements made in this annual report are not an offer of securities for sale. The securities may not
be offered or sold in any jurisdiction in which registration is required absent registration or an exemption from registration under the
applicable securities laws.
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