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RIGAKU AMERICAS CORPORATION AND SUBSIDIARIES
GConsohdated Balance Sheet

January 31, 2011

ASSETS

Current Assets

Property and Equipment - Net

Goodwill

Intangible Assets (Note 4)

Other Assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilties

Long-term Debt - Net of current portion
Capital Lease Obligaton

Deferred Tax Liability

Stockholders® Equity (Note 2)

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

The sechon 700 accounts prepared were an extract of the consolidated financial statements which

were approved by the Board of Directors on May 31, 2011
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Paul Edrruston
Director

Page 1

January 31, January 31,
2014 2010
46,117,186 $ 37886311
17,665,705 16,500,398
1,754,695 1,754,695
23,146,423 -
298,333 15,698,335
88,882,342 $ 71839738
31,723,255 $ 32,385,688
19,200,000 12,020,000
5,657 69,622
8,760,300 -
29,193,130 27,364,429
88,882,342 $ 71,839,739




RIGAKU AMERICAS CORPORATION AND SUBSIDIARIES

Special Purpose Consolidated Statement of Operations
For the year ended Januvary 31, 2011

January 31, January 31,
2011 2010
Net Sales 3 93,103,726 $ 74,709,866
Cost of Sales 51,758,683 42,585,584
Gross Profit 41,345,043 32,124,282
Operating Expenses 38,408,914 32,163,415
Operating Profit/{Loss) 2,936,129 (39,133)
Non operating (Expenses) ~(311,008) {152,544)
Profit/ {Loss) - Before income taxes 2,625,121 (191,677)
Tax Expense/(Recovery) 635,171 (203,414)
Net Income {Loss) $ 1,989,950 $ 11,737

Page 2




RIGAKU AMERICAS CORPORATION AND SUBSIDIARIES

Notes to Special Purpose Consohidated Financial Statements
January 31, 2011

Note 1 - Nature of Business and Significant Accounting Policies

Rigaku Amencas Corporation {the "Company”) 1s a Delaware corporation and a wholly owned
subsidiary of Rigaku Cerporation {the "Parent”) The Company 1s engaged mn the distribution,
sale, and servicing of analytical Instrumentation, including parts and accessones for the foregaing
services, manufactured by the Parent The Company is also engaged in the manufacture and
sale of x-ray optical products, as well as the manufacture and integration of automation products
for structural biology The Company has extensive transactions and relationships with the Parent
and s affilates Accordingly, the accompanying special-purpose consolidated financial
statements may not necessanly be indicative of the conditions that would have existed or the
results of operations that would have occurred if the Company had operated without such
affitates Sales are predomunately to companies located in the United States and Europe

The Company formed a new, wholly owned subsidiary, Applied Rigaku Technologies, Inc (ART),
a Delaware corporation  ART was formed to begin development of an EDXRF (Energy
Dispersive X-Ray Fluorescent) system ART began operations in early September 2009 ART
develops, produces, distnbutes, and services EDXRF systems ART's systems are generally
used i industnal apphications for quality control purposes

On February 1, 2010, the Company entered mto an agreement 1o purchase working capital
assets and intellectual properties of Newton Scientific, inc (NSI) The pnmary reason for the
acquisition was that it fits into the Company's strategy and the quabty of NSI's business
inciuding profitability and intellectual properties

In adduion to Applied Rigaku Technologies, Inc and Newton Scaientific, Inc , the Company
currently has twg other wholly owned subsidianes, Rigaku Innovative Technologies, Inc
and Rigaku Automation Inc

Cash Equivalents - The Company constders all mvestments with an onginal maturity of three
months or less when purchased to be cash equivalents

Basis of Presentation - The special-purpose consolidated financial statements include all
domestic subsidianes, including the Company's Canadian and European branches All
significant intercompany accounts and transactions have been ehmmated n consolidation

The Company has prepared the special-purpose consolidated financial statements n
accordance with the accounting instructions of Rigaku Corporation for the purpose of
inclusion in the Parent's consolidated financial statements and are net intended to be a
presentation in conformity with accounting principles generally accepted in the United
States of Amenca The special-purpose consolidated financial statements do not include
recording hiabihties for uncertain tax posiions that may be reguired by Accounting
Standards Codification 740 {formerly Financial Accounting Standards Board Interpretation
No 48)

Accounts Recewvable - Accounts receivable are stated at net invoice amounts An
allowance for doubtful accounts 1s established based on a specific assessment of all
nvoices that remain unpaid following normal customer payment penods In addition, a
general valuation allowance 1s established for other accounts recervable based on
historical logs expenence All amounts deemed to be uncollectible are charged aganst
the allowance for doubtful accounts in the penod the determination 1s made The allowance
for doubtful accounts on accounts recevable balances was approximately $41,000 and
$172,000 as of January 31, 2011 and 2010 respectively
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RIGAKU AMERICAS CORPORATION AND SUBSIDIARIES

Notes to Special Purposs Consolidated Financial Statements
January 31, 2011

Inventory - Inventory 15 stated at the owner of cost or market, with cost determined on the
first-in, first-out (FIFO) method

Property and Equipment - Property and equipment are recorded at cost Depreciation I1s
provided on the straight-ined method over the estmated useful ives of the individual assets
The estimated hves of the assets range from 3 to 40 years Costs of maintenance and repairs
are charged to expense when incurred

Foreign Currency Translation - Assets and laibiities of the Company's foreign branches are
translated into U S dollars at the rate of exchange in effect at the cost of the peniod  Income and
expenses are translated at an average rate of exchange for the penod The aggregate effect of
translating the special-purpose consolidated financial statements 1s included in other
comprehensive Income (l0ss)

Comprehensive income {Loss) - Accounting principles generally require that recognised
revenue, expenses, gaing and losses to be included in net Income  Certan changes in assets
and habiliies, however, such as foreign currency franslation adjustments, are reported as a
direct adjustment to the equity section of the special-purpose consolidated balance sheet
Such items, along with net mcome, are considered components of coprehensive iIncome (Joss)

Intangible Assets - Acquired intangible assets subject to amortization are stated at cost and

are amortized using the straight-line method over the estmated useful ives of the assels
Intangible assets that are subject to amorhzation are reviewed for potential impairment whenever
events or circumstances indicate that carrying amounts may not be recoverable Assets not

not subject to amortization are tested for impawrment at lease annually

Goodwill - The recorded amounts of goodwll from pnor business combinations are based on
management's best estimates of the far values of assets acquired and habilnes assumed at the
date of acquisiion Goodwill 1s not amortised, but rather i1s assessed at lease on an annual
hasis for mparment No impaument charge was recognised for the years ended January 31,
2011 and 2010

Fair Value of Financial Instruments - Financial instruments consist of cash equivalents,
accounts recevable, accounts payable, debt, an interest rate swap agreement, and contingent
consideration The cammying amounts of the Company's cash equivalents, accounts recevable,
accounts payable, and ine of credit approximate thesr farr value due to the short matunty of such
Instruments The fair values of the notes payable approximate their farr value based on future
cash flows associated with each note discounted using the Company's current borrowing rate
for similar debt The nterest rate swap Is recognised at fair value, which reflects the estimate
amount the Company would recerve or pay to terminate the contract at the reporting date The
contngent consideration s recognised at fair value, which reflects the estimated amount of
additional consideration the Company will pay to the former stockholders of NSI under the
terms of the acquisrhon agreement

Revenues and Gost Recogmition - Revenues from sales of spare parts and accessones are
recognised at the tme of shipment Sales of apparatus systems are recognised on a customer
acceplance basis as certain perfoermance standards must be met pnor to acceptance by the
customer Payments received before the customer's acceplance are recorded as customer
deposits The company bills customers in advance for service contracts Revenues denved
from these coniracts are deferred and recognised in income ratably over the term of the contracts
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Income Taxes - A current tax hability or asset 15 recogrised for the estimated taxes payable or
refundable on tax returns for the year Deferred tax labiliies or assets are recognised for the

estimated future tax effects of temporary differences between financial eporting and tax accounting

These special-purpose consohdated financial statements were prepared in accordance with the
accounting instructions of the Parent for the purpose of inclusion in the Parent's consolidated



RIGAKU AMERICAS CORPORATION AND SUBSIDIARIES

Notes to Special Purpose Consohdated Financial Statements
January 31, 2011

financial statements As a result, the Company d:d not adopt the provisions of ASC 740-10
(formerty FIN 48)

Use of Estimates - The preparation of financia! statements in conformity with special-purpose
basis of accounting requires management to make estimates and assumptions that affect the
reported amounts of assets and iabibties and disclosure of contingent assets and ilabilities at
the date of the financial statements and the reported amcunts of revenue and expenses dunng
the reporting penod  Actual results could differ from those estimates

Subsequent Events - The special-purpese consolidated financial statements and related
disclosures include evaluation of events up through and including May 31, 2011, which is the
date the special-purpose conshdated financial statements were available to be issued

Reclassification - Certain 2010 amounts have been reclassified to conform to the 2011
presentation Uneamed mcome on service contracts as of January 31, 2010 was reclassified
into current and non current on the special-purpose consolidated balance sheet

Note 2 - Capital Stock

The Company’s stock consists of $1 par value common stock wath 300,000 shares authonsed

as of January 31, 2010 The Company 1ssued 18,000 shares on January 31, 2010 to finance

an acquisiion of NSI,(see Note 3), which brought the total number of shares outstanding to 60,000
as of January 31, 2011 and 2010 The entire proceeds from the 1ssuance of stocks were included
in escrow for acquisition of Newton Scientific, Inc as of January 31, 2010

Note 3 - Business Combination
Acquisttion of Newton Scientific, Inc

On February 1, 2010, the Company entered into an agreement to purchase working capital
assets and intellectual properties of Newton Scientific, Inc (NSI) NSI manufactures X-ray
tubes and power supplies lts X-ray tubes are pnmanly used in hand-held analysis mstruments
while its power supples are used predominantty in OEM semi-conductor applications The
pnmary reason for the acquisition was that it fits into the Company's strategy and the quality of
NSK's business including profitability and intellectual properties

The consideration transferred as part of the acquisibon of NSI includes cash, a promissory

note, and contingent consideratton  The fair market value of cash and the promissory note 1s
$15,000,000 and $5,000,000 respectively
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