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1-1. Model for Utilizing Hitachi’s loT Platform HITACHI
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Creating new value through collaborative creation with customers

IS supported by data-centric IoT platform Lumada
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1-2. Lumada Business HITACHI
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Hitachi aims to generate more than one trillion yen across the entire Lumada business

in FY2018, through expanding the open and scalable Lumada Core Business
based on Lumada S| Business as an individual Sl

Collaborative Creation (Open)

Large-scale Projects Lumada Core Business
(EPC business)

FY2016 (Result) FY2018 (Target)
._ 120 billion yen } 290 billion'yen

| Service business that turns custemers.data into valuable
insights by digital technaology,
and offers customers' problem solutions

Lumada S| Business

(opew J19pJ0) enpiAlpu|
4
(3]ge[eds) [eiauag

FY2016 (Result) FY2018 (Target) - A
780 billion yen ) 760 billion yen Ej | I
Sl business which is deployed within the IoT area PrOd UCtS
(industry / manufacturing and social infrastructure area) (p rOd u CtS/materials bUSiﬂESS)

Independent (Closed)

EPC: Engineering, Procurement and Construction © Hitachi, Ltd. 2017. All rights reserved. 5



1-3. 10T Platform Lumada HITACHI
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Collect digital data generated from wide range of assets possessed by customers,

and support solutions for business issues through emerging digital technologies
such as artificial intelligence

OT Assets loT Platform Lumada IT Assets
Machine

Data Ay
Pentaho Dashboard Builder . [

Business

Artificial Intelligence AT/H Workflow Designer g

_ —— Data/
Data Collection me
Core
Human Stream Data
Data Processing Asset Avatars

HSDP (Assets’ Digital Twins*) )|

| |
Device Control Data Lake HCP -
‘ HAF/EDC Execution Management Infrastructure \

* Digital twin is a concept that uses digital information about a product to build a duplicate(twin) in a virtual space.
The concept has been proposed by NASA for its next generation aircraft development.

HSDP: Hitachi Streaming Data Platform, AT/H: Hitachi Al Technology/H o _
HCP: Hitachi Content Platform, HAF/EDC: Hitachi Application Framework/Event Driven Computing ~ © Hitachi, Ltd. 2017. All rights reserved. 6
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2-1. Lumada Business Growth Model HITACHI
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Under leadership of CLOs, build up a range of customer cases and accelerate

business growth through the interaction of the three monetization models

Lumada S| Business

Apply Hitachi Group - Build platform for
cases to customer Data utilization Increase the number

external customers of customer cases

Lumada Business

FY2016 (Resulty FY2018 (Target)

111
900 ) 1,050

JrrlprO\/e{r{erl‘f OT. billion yen billion yen .
Managementindicators Lumada Core Business

- Bringing smart technoelogies
to production sites

- Expand to a global scale

Utilize Lumada

CLO: Chief Lumada Officer within Hitachi GI‘OUp © Hitachi, Ltd. 2017. All rights reserved. 8



2-2. Increase the number of customer cases

HITACHI
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Collected and published the 203 customer cases focused on the industrial sector

such as smart factories, and promote collaborative creation with front-facing customers

Typical Customer Cases

Risk mitigation
Risk assessments
Quality improvement

Boosting sales
Behavioral-analysis
Organizational
revitalization

27 cases 41 cases

Total
203 cases

Plan optimization
Higher productivity
Maintenance
impravements

Cost visualization
L.oss cost visualization
Real-time alerts

43 cases

92 cases

MRI: Magnetic Resonance Imaging

Analyze the operating condition of Spoilage
. . expenses

manufacturing equipment to detect .

product’s defective sign 75%

Applied at electrical equipment manufacturer

Increase in

B Optimize promotions based on customer number of
attributes and behavioral history customers by
more than 10%
Applied at 4 companies including a professional baseball team
m Analyze employee work activities and irg::s\r/égtsy
reflectin improvement measures 27%

Cost optimization

Applied at call centers and financial institutions

20% improvement
to operational
efficiency

Predictive failure diagnostic service for
large-scale air compressors

Monitoring of 250 domestic and 20 overseas facilities

Predictive failure diagnostic service Downtime

for medical equipment

reduced by
(superconductive MRI) 16%

As of the end of March 2017

Introduced by about 90% of customers purchasing superconductive MRI

© Hitachi, Ltd. 2017. All rights reserved. 9



2-3. Lumada Sl Business Strategy HITACHI
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Focus on bids for data-sharing system as the basis of data utilization,

with aims to accelerate deployment of the Lumada Core Business.
FY2016 (Result) FY2017 (Forecast) FY2018 (Target)
Revenue } }
780 nillion yen 760 nillion yen 760 billion yen

Lumada Sl Business Breakdown by System Field (Estimated)

ERP: Enterprise Resources Planning © Hitachi, Ltd. 2017. All rights reserved. 10




2-4. Lumada Core Business Strategy (1) HITACHI
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Accelerate creation of digital solutions

through front-led collaborative creation with customers

FY2016 (Result) FY2017 (Forecast) FY2018 (Target)
Revenue } }

120 billion yen 190 billion yen 290 billion yen

LIC%EN Enhance Global Front (Americas, EMEA, China, APAC)

m Type 1: Focus on solutions to promote the efficiency for customer’s asset management by digital technologies
m Type 2: Promote loT solutions centered on Hitachi’s products through collaborative creation with customers

PR Platform Sales

m FY2016: Expanded big data-related orders for enterprise customers (50% year-on-year increase)
m Utilize the global customer base to accelerate the investment recovery of Lumada development

NG Strengthen Human Resources in the [oT Field

m FY2016: Hired world-class talents including Chief Architect Rob Tiffany*

m Position Silicon Valley as the hub of research and development, and develop distinctive technologies
in conjunction with Insights Laboratory

*Selected as an |oT top talented person in the major 10T media and communities such as Inc Magazines, Dataconomy and |oT Central.
© Hitachi, Ltd. 2017. All rights reserved. 11
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2-5. Lumada Core Business Strategy (2): Enhance Global Front Inspire the Next

Promote regionally-led collaborative creation with customers and deploy

digital solutions to various industries and business categories

Example of water quality maintenance solution deployment (Hitachi Consulting)
Collect and manage data from water-related assets with 10T, reducing water quality maintenance costs by visualization.

Expand Received 5 orders including from
GEUNCIO | water supply utility, food-related
=ENESIY husiness and paper-making

Categ company

Purification Reduced
and water

recycling - r consumption

L) Major customer from the Results from PoC rolled
Creation with ; beverage industry (WL, outacross 10 projectsin 3 |
Customers (PoC) countries

Wastewater
management

Filtration
systems

Meter inspection = 4
and reporting

A
[

Responding
to regulations
and laws

§ S
e -

. Equipment maintenance Cost visualization alerts
gt °
c

PoC: Proof Of Concept © Hitachi, Ltd. 2017. All rights reserved. 12



2-6. Lumada Core Business Strategy (3):Platform Sales HITACHI
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Accelerate the investment recovery of Lumada development by the sales of

Hitachi Data Systems’ Data Lakes HCP and Pentaho’s analytics software “Pentaho”

Revenue*

FY2016 (Result) } FY2017 (Forecast) } FY2018 (Target)

17 billion yen 27 billion yen 35 billion yen

* Number including Lumada Core Business

B Example of Analytics Software “Pentaho’ FICP: Hitachi Content Platiorm

UK’s department for collection of taxes : Her Majesty's Revenue and Customs(HMRC)

O EIENLESY » Reduce operational costs in line with fiscal plans  / Overview of HMRC )
m Improved efficiency of report creation tasks from

big data
m Improved quality of inquiry handling

s

Duties:

- Assessment & collection
of national taxes

- Collection of national health

Expected
Outcomes

Periodic

Call Improved Reporting Outcome insurance fees, etc.
Center | Operations - Saved 900 Operation:
&& Pentano man hours - Hold the world’s biggest

class call center(22 places)

Customer Contact a day - . ..
Records, p ﬁ - Respond 60 million inquiries
Tax Records, \J per year
etc. Several Hundred K )
Terabytes © Hitachi, Ltd. 2017. All rights reserved. 13




2-7. Improvement of Management Indicators (1) HITACHI
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Contribute to improve management indicators by promoting digital technology

utilization in a part of Hitachi Smart Transformation Project run since FY2015,
and through the visualization and optimization of business processes

FY2014 (Result) FY2016 (Result) FY2018 (Target)
cee ) )
81.8 days (2.2 days 70 days
VN VN VN VN

Business Reform Reduction Lead Times Inventory Adjustment

* Visualization * Production times » Manufacturing components
* Environmental improvements * Inspection times » Maintenance parts

Cost Reductions

* Energy
* Logistics / maintenance

Data

Utilization of Lumada-based Workplace for Hitachi Group

Hitachi, Hitachi Chemical, Hitachi Metals, Hitachi Systems, Hitachi Solutions East Japan,

Hitachi-Omron Terminal Solutions, Hitachi Information & Telecommunication Engineering,
Hitachi Plant Services, Other 15 companies

CCC: Cash Conversion Cycle, E2E: End-to-End © Hitachi, Ltd. 2017. All rights reserved. 14



2-8. Improving Management Indicators (2): HITACHI
Bringing Smart Technologies to Production Sites Inspire the Next

Implemented value verification using actual data at Hitachi Group production plants and
built up around 30 customer cases to be sequentially rolled out internally and externally

(1) Omika Works

(1) Visualize progress from design to manufacturing process and

Shorten production take appropriate measures
process lead times Lead-time: reduced by 50% (representative product)

2) Prompt detection of excess inventory indication

~ Speed up based on BOM list, etc.
inventory checks

Inventory Checks: 2 months (previous) - shortened to 30 minutes

©) Maintain workplace environment in optimal condition

Optimization for comfort, by utilizing sensor data and employees’ feedback

environmental performance | Air conditioning power consumption: reduced by 5% (compared with previous usage)
v/

BOM: Bill Of Materials © Hitachi, Ltd. 2017. All rights reserved. 15
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3-1. Business Promotion Framework HITACHI
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As the global platform division, the Services & Platforms Business Unit
(Hitachi Insight Group) supports the growth of social innovation businesses

in collaboration with front units

Customers

Front Business Units Social Innovation Global
Business Front
\-’\~ Power ‘F  Industry Division
FrO nt % Energy 57 = Distribution Americas EMEA
8 Water Support

— - B Finance global expansion
ﬁ Urban L~ i Public China | APAC
7t : ~ 4w Healthcare

: loT Platform Lumada
Platform Information and control infrastructure products including data storage systems

Services & Platforms Business Unit (Hitachi Insight Group)
FY2017: Approx. 21,000 people (12,000 in Japan, 9,000 overseas)

Product Industrial products, material business

CLO: Chief Lumada Officer © Hitachi, Ltd. 2017. All rights reserved. 17
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4-1. Summary HITACHI
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Through the Lumada Business, Hitachi aims to generate over one trillion yen in revenue

for FY2018 by working on Lumada S| Business,
Lumada Core Business and Hitachi Group utilization together

Billions of yen

FY2016 FY2017/ FY2018

RESVS) (Forecast) (Target)
Lumada Core Business 120 190 290
Lumada S| Business 780 760 760

Lumada Business 900 950 1,050

© Hitachi, Ltd. 2017. All rights reserved. 19



Cautionary Statement HITACHI
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Certain statements found in this document may constitute “forward-looking statements” as defined in the U.S. Private Securities Litigation Reform Act of 1995. Such “forward-looking
statements” reflect management’s current views with respect to certain future events and financial performance and include any statement that does not directly relate to any historical or
current fact. Words such as “anticipate,” “believe,” “expect,” “estimate,” “forecast,” “intend,” “plan,” “project” and similar expressions which indicate future events and trends may identify
“forward-looking statements.” Such statements are based on currently available information and are subject to various risks and uncertainties that could cause actual results to differ materially
from those projected or implied in the “forward-looking statements” and from historical trends. Certain “forward-looking statements” are based upon current assumptions of future events which

may not prove to be accurate. Undue reliance should not be placed on “forward-looking statements,” as such statements speak only as of the date of this document.
Factors that could cause actual results to differ materially from those projected or implied in any “forward-looking statement” and from historical trends include, but are not limited to:

B economic conditions, including consumer spending and plant and equipment investment in Hitachi’'s major markets, particularly Japan, Asia, the United States and Europe, as well as levels
of demand in the major industrial sectors Hitachi serves;

B exchange rate fluctuations of the yen against other currencies in which Hitachi makes significant sales or in which Hitachi's assets and liabilities are denominated, particularly against the
U.S. dollar and the euro;

W uncertainty as to Hitachi’s ability to access, or access on favorable terms, liquidity or long-term financing;

W uncertainty as to general market price levels for equity securities, declines in which may require Hitachi to write down equity securities that it holds;

| fluctuations in the price of raw materials including, without limitation, petroleum and other materials, such as copper, steel, aluminum, synthetic resins, rare metals and rare-earth minerals, or

shortages of materials, parts and components;

the possibility of cost fluctuations during the lifetime of, or cancellation of, long-term contracts for which Hitachi uses the percentage-of-completion method to recognize revenue from sales;

credit conditions of Hitachi’s customers and suppliers;

fluctuations in product demand and industry capacity;

uncertainty as to Hitachi’s ability to implement measures to reduce the potential negative impact of fluctuations in product demand, exchange rates and/or price of raw materials or shortages

of materials, parts and components;

uncertainty as to Hitachi’s ability to continue to develop and market products that incorporate new technologies on a timely and cost-effective basis and to achieve market acceptance for

such products;

increased commoditization of and intensifying price competition for products;

uncertainty as to Hitachi’s ability to achieve the anticipated benefits of its strategy to strengthen its Social Innovation Business;

uncertainty as to the success of acquisitions of other companies, joint ventures and strategic alliances and the possibility of incurring related expenses;

uncertainty as to the success of restructuring efforts to improve management efficiency by divesting or otherwise exiting underperforming businesses and to strengthen competitiveness;

the potential for significant losses on Hitachi’s investments in equity-method associates and joint ventures;

general socioeconomic and political conditions and the regulatory and trade environment of countries where Hitachi conducts business, particularly Japan, Asia, the United States and

Europe, including, without limitation, direct or indirect restrictions by other nations on imports and differences in commercial and business customs including, without limitation, contract terms

and conditions and labor relations;

uncertainty as to the success of cost structure overhaul;

uncertainty as to Hitachi’s ability to attract and retain skilled personnel;

uncertainty as to Hitachi’'s access to, or ability to protect, certain intellectual property rights;

uncertainty as to the outcome of litigation, regulatory investigations and other legal proceedings of which the Company, its subsidiaries or its equity-method associates and joint ventures

have become or may become parties;

the possibility of incurring expenses resulting from any defects in products or services of Hitachi;

the possibility of disruption of Hitachi’'s operations by natural disasters such as earthquakes and tsunamis, the spread of infectious diseases, and geopolitical and social instability such as

terrorism and conflict;

B uncertainty as to Hitachi’s ability to maintain the integrity of its information systems, as well as Hitachi’s ability to protect its confidential information or that of its customers; and

B uncertainty as to the accuracy of key assumptions Hitachi uses to evaluate its employee benefit-related costs.

The factors listed above are not all-inclusive and are in addition to other factors contained in other materials published by Hitachi.

© Hitachi, Ltd. 2017. All rights reserved. 20
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