
 

Exhibit 1: Basis and Process of Calculation of the Integration Ratio 
 

(1) Basis and Process of Calculation 
 
The Integration Ratio under the Business Integration was determined by NEC Electronics, 
Renesas, NEC, Hitachi and Mitsubishi Electric after discussions and negotiations as well as 
consideration of various factors, including the financial results, the assets, liabilities and 
prospects of NEC Electronics and Renesas, the benefits of the Business Integration and 
the capital increases described above, and the financial analyses performed by the 
financial advisors to NEC Electronics and Renesas.  
 
NEC Electronics selected Goldman Sachs Japan Co., Ltd. (“Goldman Sachs”) and Daiwa 
Securities SMBC Co. Ltd. (“Daiwa SMBC”), and Renesas selected Mitsubishi UFJ 
Securities, Co. Ltd. (“Mitsubishi UFJ Securities”), and Mizuho Securities Co., Ltd. (“Mizuho 
Securities”) as their respective financial advisors in each case, and in order to support the 
fairness of the calculation of the Integration Ratio, NEC Electronics requested Goldman 
Sachs and Renesas requested Mitsubishi UFJ Securities to perform financial analyses 
relating to the Integration Ratio under the Business Integration. 
 
Goldman Sachs performed a comparable companies analysis and a discounted cash flow 
analysis based upon publicly available information and projections prepared by NEC 
Electronics management, as approved for Goldman Sachs’ use by NEC Electronics. No 
company used in the comparable companies analysis as a comparison is directly 
comparable to NEC Electronics and Renesas. The results of Goldman Sachs’ respective 
analyses are shown below. 
 
 Analysis Method Range of Integration Ratio 
1 Comparable Companies Analysis 0.591 ~ 1.310 
2 Discounted Cash Flow Analysis 1.162 ~ 1.410 
 
The ranges of the Integration Ratio are for a number of NEC Electronics shares to be 
issued to Hitachi and Mitsubishi Electric as a result of the Business Integration stated as a 
multiple of the number of NEC Electronics shares outstanding immediately before the 
Business Integration, assuming that the Pre-merger Capital Injection has been funded. 
Goldman Sachs also performed a contribution analysis and an accretion / dilution analysis.  
Goldman Sachs reviewed and considered such analyses as a whole in preparing its opinion 
and did not attribute any particular weight to any factor or analysis considered by it.   
 
Goldman Sachs delivered to NEC Electronics a written opinion, approved by a fairness 
committee of Goldman, Sachs & Co., that, as of September 16, 2009, and based upon and 
subject to certain limitations and conditions, including the factors, assumptions and 
procedures set forth therein and described below in Note 1, the Integration Ratio in 
connection with the Business Integration pursuant to the definitive agreement was fair from 
a financial point of view to NEC Electronics. Goldman Sachs provided its advisory services 
and the opinion solely for the information and assistance of the Board of Directors of NEC 
Electronics in connection with its consideration of the Business Integration and such 
opinion does not constitute a recommendation as to how any shareholder of NEC 
Electronics should vote with respect to the transactions contemplated by the definitive 



 

agreement or any other matter. Goldman Sachs did not recommend any specific 
Integration Ratio to NEC Electronics or its board of directors or that any specific Integration 
Ratio constituted the only appropriate Integration Ratio. Please refer to Note 1 below for a 
more detailed description about the assumptions and disclaimers for the analyses and 
opinion of Goldman Sachs.  
 
Goldman Sachs’ analyses and opinion are necessarily based on economic, monetary, 
market and other conditions as in effect on, and the information made available to Goldman 
Sachs as of, September 16, 2009 and Goldman Sachs has assumed no responsibility for 
updating, revising or reaffirming this opinion based on circumstances, developments or 
events occurring after such date. The quantitative information used in Goldman Sachs’ 
financial analysis, to the extent it is based on market data, is based on market data as it 
existed on or before September 10, 2009 and is not necessarily indicative of current market 
conditions. 
 
Mitsubishi UFJ Securities has adopted the discounted cash flow method (the “DCF 
Method”), as well as the comparable peer company method (the “Comparable Peer 
Company Method”) and contribution analysis (the “Contribution Analysis”), for calculating 
the integration ratio. The results of the calculations based on each method are as follows. 
The calculation range below shows the ratio of equity value for NEC Electronics and 
Renesas prior to the Business Integration, assuming that the Pre-Merger Capital Injection, 
equivalent to 78 billion yen, is funded before the Business Integration, as described in 2.(4) 
above.   
 

 Adopted Method Calculation Range of 
Integration Ratio 

(1) DCF Method 0.64 - 1.29 
(2) Comparable Peer Company 

Method 
0.58 - 1.50 

(3) Contribution Analysis 0.68 - 1.32 
 
Mitsubishi UFJ Securities has used the information provided by NEC Electronics and 
Renesas, in addition to publicly available information, to conduct its analysis. Mitsubishi 
UFJ Securities has not conducted any independent verification of the accuracy and 
completeness of this information, but rather has assumed that all such materials and 
information are accurate and complete. In addition, Mitsubishi UFJ Securities has not made 
any independent evaluation, appraisal or assessment of the assets or liabilities (including 
contingent liabilities) of either party or their affiliates, nor has Mitsubishi UFJ Securities 
independently analyzed or assessed each individual asset and liability. Mitsubishi UFJ 
Securities has not appointed any third party for appraisal or assessment. Mitsubishi UFJ 
Securities calculated the integration ratio based on information and economic conditions as 
of September 10, 2009, and Mitsubishi UFJ Securities assumes that the financial 
projections (including the profit plan and other information) reported by NEC Electronics 
and Renesas have been rationally prepared on the basis of the best possible estimates and 
judgment currently available from the management of each of NEC Electronics and 
Renesas.  
 



 

Furthermore, Renesas obtained a written opinion from Mitsubishi UFJ Securities dated as 
of September 15, 2009, stating that from a financial point of view, the agreed Integration 
Ratio is fair to the shareholders of Renesas, subject to the conditions set forth hereunder 
and certain other conditions.  
 
(2) Relationship with Financial Advisors 
 
Goldman Sachs and Daiwa SMBC, the financial advisors to NEC Electronics, are not a 
Related Party of NEC Electronics or Renesas, and have no material interest in the 
Business Integration.  Please refer to Note 1 below for a more detailed description. 
 
Furthermore, Mitsubishi UFJ Securities and Mizuho Securities, the financial advisers of 
Renesas, do not fall under the category of “related parties” in relation to NEC Electronics 
and Renesas, and Mitsubishi UFJ Securities is not a material interested party that must be 
disclosed in conjunction with the Business Integration. 
 
 
(Note 1) Goldman Sachs and its affiliates are engaged in investment banking and financial advisory services, 

commercial banking, securities trading, investment management, principal investment, financial 
planning, benefits counseling, risk management, hedging, financing, brokerage activities and other 
financial and non-financial activities and services for various persons and entities.  In the ordinary 
course of these activities and services, Goldman Sachs and its affiliates may at any time make or 
hold long or short positions and investments, as well as actively trade or effect transactions, in the 
equity, debt and other securities (or related derivative securities) and financial instruments (including 
bank loans and other obligations) of third parties, NEC Electronics, Renesas, NEC, Hitachi, 
Mitsubishi Electric and any of their respective affiliates or any currency or commodity that may be 
involved in the transactions contemplated by the definitive agreement for their own account and for 
the accounts of their customers. Goldman Sachs has acted as financial advisor to NEC Electronics in 
connection with, and has participated in certain of the negotiations leading to, the Business 
Integration.  Goldman Sachs expects to receive fees for its services in connection with the 
transactions contemplated by the definitive agreement, a portion of which is contingent upon 
consummation of the Business Integration, and NEC Electronics has agreed to reimburse Goldman 
Sachs’ expenses arising, and indemnify Goldman Sachs against certain liabilities that may arise, out 
of Goldman Sachs’ engagement.  In addition, Goldman Sachs has provided certain investment 
banking and other financial services to NEC Electronics and its affiliates from time to time.  
Goldman Sachs also may provide investment banking and other financial services to NEC 
Electronics, Renesas, NEC, Hitachi, Mitsubishi Electric and their respective affiliates in the future.  
In connection with the above-described services, Goldman Sachs has received, and may receive, 
compensation. 
 
In connection with rendering the opinion and performing its related financial analyses, Goldman 
Sachs reviewed, among other things, the definitive agreement; the annual securities reports (Yuka 
Shoken Hokokusyo) of NEC Electronics for the three fiscal years ended March 31, 2009; certain 
interim reports to stockholders and the quarterly securities reports (Shi-hanki Hokokusyo) of NEC 
Electronics; certain other communications from NEC Electronics and Renesas to their respective 
stockholders and the public; certain publicly available research analyst reports for NEC Electronics; 
certain audited financial statements of Renesas for the fiscal year ended March 31, 2009 and 
unaudited financial statements of Renesas for the two fiscal years ended March 31, 2008 and the 
quarter ended June 30, 2009; certain internal financial analyses and forecasts for Renesas prepared 
by its management; and certain internal financial analyses and forecasts for NEC Electronics 
prepared by its management, both stand-alone and giving effect to the Transactions, and certain 
financial analyses and forecasts for Renesas prepared by the management of NEC Electronics, in 
each case as approved for Goldman Sachs’ use by NEC Electronics (the “Forecasts”), including 
certain cost savings and operating synergies projected by the managements of NEC Electronics and 
Renesas to result from the transactions contemplated by the definitive agreement as approved for 
Goldman Sachs’ use by NEC Electronics (the “Synergies”).  Goldman Sachs also held discussions 



 

with members of the senior managements of NEC Electronics and Renesas regarding their 
assessment of the past and current business operations, financial condition and future prospects of 
Renesas and the strategic rationale for, and the potential benefits of, the transactions contemplated 
by the definitive agreement, and with the members of senior management of NEC Electronics 
regarding their assessment of the past and current business operations, financial condition and 
future prospects of NEC Electronics.  In addition, Goldman Sachs reviewed the reported price and 
trading activity for the shares of NEC Electronics common stock, compared certain financial and 
stock market information for NEC Electronics and certain financial information for Renesas with 
similar financial and stock market information for certain other companies the securities of which are 
publicly traded, reviewed the financial terms of certain recent business combinations in the 
semiconductor industry specifically and performed such other studies and analyses, and considered 
such other factors, as Goldman Sachs considered appropriate. 

 
In connection with rendering the opinion and performing its related financial analyses, Goldman 
Sachs relied upon and assumed, without assuming any responsibility for independent verification, 
the accuracy and completeness of all of the financial, legal, regulatory, tax, accounting and other 
information provided to, discussed with or reviewed by it and does not assume any liability for any 
such information. Goldman Sachs did not make an independent evaluation or appraisal of the assets 
and liabilities (including any contingent, derivative or off-balance-sheet assets and liabilities) of NEC 
Electronics or Renesas or any of their respective subsidiaries and Goldman Sachs has not been 
furnished with any such evaluation or appraisal.  In addition, Goldman Sachs assumed that the 
transactions contemplated by the definitive agreement, including the Pre-merger Capital Injection 
and the Post-merger Capital Injection, will be consummated in accordance with their respective 
terms set forth in the definitive agreement, without any waiver or modification of any term or condition 
the effect of which will have any adverse effect on NEC Electronics or Renesas or on the expected 
benefits of the transactions contemplated by the definitive agreement in anyway meaningful to its 
analysis.  Goldman Sachs also assumed that all governmental, regulatory or other consents and 
approvals necessary for the consummation of the transactions contemplated by the definitive 
agreement will be obtained without any adverse effect on NEC Electronics or Renesas or on the 
expected benefits of the transactions contemplated by the definitive agreement in any way 
meaningful to Goldman Sachs’ analysis.  In addition, Goldman Sachs also assumed with NEC 
Electronics’ consent that the Forecasts, including the Synergies, had been reasonably prepared on a 
basis reflecting the best currently available estimates and judgments of NEC Electronics and 
Renesas. Goldman Sachs did not express any opinion on the impact of the transactions 
contemplated by the definitive agreement on the solvency or viability of NEC Electronics or Renesas 
or the ability of any of NEC Electronics or Renesas to pay its obligations when they come due, nor 
does Goldman Sachs express an opinion on any legal, regulatory, tax or accounting matters. In 
addition, Goldman Sachs did not express any opinion that addresses the underlying business 
decision of NEC Electronics to engage in the transactions contemplated by the definitive agreement 
or the relative merits of the transactions contemplated by the definitive agreement as compared to 
any strategic alternatives that may be available to NEC Electronics.  NEC Electronics informed 
Goldman Sachs, and Goldman Sachs has assumed, that the shares of common stock of NEC 
Electronics will continue to be listed on the first section of the Tokyo Stock Exchange following 
consummation of the Business Integration. 
 
Goldman Sachs’ opinion addresses only the fairness from a financial point of view of the Integration 
Ratio in connection with the Business Integration pursuant to the definitive agreement to NEC 
Electronics as of the date of the opinion. Goldman Sachs’ opinion does not express any view on, and 
does not address, any other term or aspect of the definitive agreement or the transactions 
contemplated thereby, including, without limitation, the fairness of the transactions contemplated by 
the definitive agreement to, or any consideration received in connection therewith by, the holders of 
any class of securities, creditors or other constituencies of NEC Electronics or Renesas; nor as to the 
fairness of the amount or nature of any compensation to be paid or payable to any of the officers, 
directors or employees of NEC Electronics or Renesas, or class of other persons in connection with 
the transactions contemplated by the definitive agreement, whether relative to the Integration Ratio 
in connection with the Business Integration or otherwise.  In addition, Goldman Sachs has not 
expressed any view on, and its opinion does not address any term of the Pre-merger Capital 
Injection or the Post-merger Capital Injection.  Goldman Sachs does not express any opinion as to 
the prices at which shares of the common stock of NEC Electronics will trade at any time. 
 



 

The preparation of a fairness opinion is a complex process and is not necessarily susceptible to 
partial analysis or summary description. Selecting portions of the analyses or of the summary set 
forth above, without considering the analyses as a whole, could create an incomplete view of the 
processes underlying Goldman Sachs’ opinion. In arriving at its fairness determination, Goldman 
Sachs considered the results of all of its analyses and did not attribute any particular weight to any 
factor or analysis considered by it. Rather, Goldman Sachs made its determination as to fairness on 
the basis of its experience and professional judgment after considering the results of all of its 
analyses. 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




