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1. Qualitative Information and Financial Statements
(1) Consolidated operating results
(i) Overview of consolidated operating results

In fiscal 2013 (the year ended March 31, 2014), the global economy recovered moderately,
spearheaded by developed economies, in the wake of US economic recovery and improvement in
European economies. Emerging market economies, by contrast, downshifted from their historical
growth trend, largely due to weakness in domestic demand. The global economy as a whole is
expected to continue gr



Consolidated operating performance in the fiscal year ended March 31, 201



Rolling Stock
Consolidated orders received grew ¥8.6 billion to ¥133.0 billion, largely due to orders for
commuter car by the Long Island Rail Road and Metro-North Railroad and orders for subway car by
the Washington Metropolitan Area Transit Authority and Sapporo City Transportation Bureau.
Consolidated net sales increased by ¥17.9 billion year on year to ¥147.9 billion, largely due to the
growth in overseas sales to customers in North America and Singapore.

Consolidated operating income increased by ¥5.3 billion year on year to ¥7.5 billion, largely by
cost reduction and yen depreciation.

Aerospace
Consolidated orders grew by ¥2.8 billion year on year to ¥286.3 billion. The increase was
attributable to the growth in orders for components for Boeing 787.

Consolidated net sales increased by ¥41.5 billion year on year to ¥280.7 billion, largely due to the
growth in sales of component parts for Boeing777 and 787 coupled with the growth in sales to
Japan’s Ministry of Defense.

Consolidated operating income showed a sharp increase of ¥11.4 billion



Consolidated operating income declined by ¥3.4 billion year on year to ¥6.3 billion, largely due to
the sales decline coupled with shrinkage in profit margins.

Motorcycle & Engine
Consolidated net sales rose by ¥70.3 billion year on year to ¥322.2 billion, boosted by motorcycle
sales growth in the US and emerging-market economies, particularly Indonesia and Thailand.
Consolidated operating income showed a sharp increase of ¥13.7 billion increase year on year to
¥16.1 billion, largely by virtue of



(2) Consolidated financial position
(i) Financial condition

(A) Assets

At March 31, 2014, consolidated assets totaled ¥1,554.4 billion, a 6.0% increase from March 31,
2013. Of this total, current assets accounted for ¥1,005.7 billion, a 1.0% year-on-year decrease
chiefly attributable to a decrease in trade receivables. Fixed assets totaled ¥548.6 billion at March 31,
2014, a 22.0% increase from the previous fiscal year, mainly as a result of capital investments that
added to holdings of property, plant and equipment.

(B) Liabilities
Consolidated liabilities increased 5.5% year on year to ¥1,177.7 billion at March 31, 2014, despite
decreases in both long- and short-term debt. The increase was mainly attributable to recognition of



(iii) Cash flow ratios

Fiscal year ended March 31: 2010 2011 2012 2013 2014
Equity ratio (%) 20.4 21.3 22.4 23.0 23.3
Market-value equity ratio (%) 31.8 45.1 31.0 33.6 40.8
Debt-to-cash-flow ratio (%) 1,421.2 523.7 480.5 1,724.6 293.0
Interest-coverage ratio (times) 55 17.2 19.0 6.7 36.0
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(viii) Other: Strengthen development capabilities, expand global market share and increase earnings
through an alliance with Hitachi Construction Machinery Co., Ltd. in the construction machinery

business

Notes:

These materials contain earnings forecast and other forward-looking statements based on information
available to the company at the time of disclosure and the company makes no assurances as to the actual
results and/or other outcomes.
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Liabilities
Current liabilities
Trade payables
Electronically recorded obligations-operating
Short-term debt
Lease obligations, current
Income taxes payable
Deferred tax liabilities
Accrued bonuses
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281,062
213,510
347
3,756
1,793
20,060

252,107
53,923
190,757
404
10,100
442
22,118



(2) Consolidated statements of income and comprehensive income
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Consolidated statements of comprehensive income

Years ended March 31

Millions of yen

2013 2014
Income before minority interests 33,011 40,998
Other comprehensive income
Net unrealized gains (losses) on securities 541 (1,852)
Deferred gains (losses) on hedges (6,381) 2,314
Foreign currency translation adjustments 11,712 11,996
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(3) Consolidated statements of changes in net assets
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Comprehensive income
Net unrealized gain (loss) on securities
Balance at end of previous year
Changes during the period
Net changes in items other than shareholders’ equity
Total changes during the period

21

3,989

535
535

4,524

(1,871)



Decrease resulting from increase in equity method affiliate (185) -

Net changes in items other than shareholders’ equity 11,848 28,310
Total changes during the period 33,958 58,738
Balance at end of year 349,881 376,686
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fixtures) acquired on or after April 1, 1998, which have been depreciated by the straight line method).
Effective from the fiscal year ended
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financial information is available. These segments are subject to periodic reviews by the
Company’s board of directors to decide how to allocate resources and assess performance. The
Company’s operations are divided into internal companies based on product categories. Certain
authority is delegated to each of the internal companies, based on which they conduct businesses
in Japan and overseas. The Company’s operations are therefore segmented based on each internal
company’s product categories. The Company’s eight reportable segments are the Ship & Offshore
Structure segment, the Rolling Stock segment, the Aerospace segment, the Gas Turbine &
Machinery segment, the Plant & Infrastructure segment, the Motorcycle & Engine segment, the
Precision Machinery segment, and the Other segment.

Main segment businesses are listed below.

Industry segment Major products
Ship & Offshore Construction and sale of ships and other vessels, etc.
Structure
Rolling Stock Production and sale of rolling stock, snow plows, etc.
Aerospace Production and sale of aircraft, etc.
Gas Turbines & Production and sale of jet engines, general-purpose gas turbine
Machinery generators, prime movers, etc.
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Changes in depreciation method and depreciable lives

As disclosed above under "4. (5) Changes in accounting policies, changes in accounting estimates,
and correction of errors™ on page 24, the Company and its domestic consolidated subsidiaries have
previously used the declining balance method to depreciate their property, plant and equipment
(except for buildings (excluding fixtures) acquired after March 31, 1998, which have been
depreciated by the straight line method), but they have now switched to using the straight line
method for all property, plant and equipment effective from the fiscal year ended March 31, 2014.

Additionally, the Company and its domestic consolidated subsidiaries have previously depreciated
their machinery and tools based mainly on depreciable lives prescribed in the Corporation Tax Act.
In conjunction with the change in depreciation method, they have revised their machinery and tools'
depreciable lives effective from the fiscal year ended March 31, 2014.

As a result of these changes, segment income for the fiscal year ended March 31, 2014, increased
by ¥628 million in the Rolling Stock segment, ¥3,626 million in the Aerospace segment, ¥1,966
million in the Gas Turbine & Machinery segment, ¥847 million in the Plant & Infrastructure segment,
¥1,851 million in the Motorcycle & Engine segment, ¥2,607 million in the Precision Machinery
segment, and ¥1,446 million in the Other segment, and segment loss for the fiscal year ended March
31, 2014, improved by ¥626 million in the Ship & Offshore Structure segment,all relative to what
they would have been in the absence of the changes.

(3) Sales, income (loss), assets, liabilities, and other items by reportable segment

Fiscal year ended March 31, 2013 (April 1, 2012 — March 31, 2013)

(Millions of yen)

| Sales ‘ ‘ ‘ Other items
Segment L I tment i
Intersegment ineome Segment o _Losson nvestment in
External sales  sales or Total (loss) assets Eﬁqporﬁ?gtt'i%ﬂ/ |n2);])‘af|irxnggnt ﬁqqel#]tgd
transfer assets affiliates
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Fiscal year ended March 31, 2014 (April 1, 2013 — March 31, 2014)

(Millions of yen)

Sales Other items
Segment S L I tment i I ;
Intersegment income egment L . OS_S on NVes men In ncrease In
assets Depreciation/ | impairment equity- property, plant
External sales fﬁ,}:ﬁ:fg; Total (loss) amortization |  of fixed method | and equipment
assets affiliates  |and intangibles
grr'j’ci‘rgﬁshore 80,863 1,776 82,640 (2006) | 129,542 755 . 49,089 1,532
Rolling Stock | 147,951 5,821 153,772 7,572 159,363 2,630 - 125 5,490
Aerospace 280,737 2,537 283,274 26,254 348,608 9,937 - - 25,699
Gas Turbines
: 189,241 16,922 206,164 10,486 279,356 3,155 - 1,424 8,300
& Machinery
Plant & 103,898 15,639 119,537 6,312 109,878 1,297 476 15,234 2,424
Infrastructure
E"n‘gionrgyc'e & | 392248 794 323,042 16,100 252,933 10,241 - 1,099 17,250
Precision 123,276 13,567 136,844 10,415 124,989 4,435 - 6 7,734
Machinery
Other 137,264 33,016 170,280 4,481 120,529 2,078 - 2,717 4,236
Operations
Total 1,385,482 90,075 1,475,557 79616 1,525,202 34,531 476 69,697 72,670
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3. Net income/loss per share and net income per share (diluted) were calculated based on the following:

Years ended March 31 (Millions of yen)
2013 2014
Earnings per share - basic
Net income 30,864 38,601
Earnings not attributable to common shareholders - -
Net income allocated to the common shares 30,864 38,601
Average number of common shares outstanding (thousands of shares) 1,671,803 1,671,770

Material subsequent events
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5. Others

(1) Corporate officer changes
Refer to the Company’s press release on March 31, 2014, titled “New Directors and Corporate
Auditor to be Nominated.”

(2) Consolidated orders and sales

Orders received

Years ended March 31 (Millions of yen)
2013 A 2014 B Change B-A
| % of total | % of total | %
Ship & Offshore Structure 105,733 7.7 117,872 8.0 12,138
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(3) Supplementary information on earnings forecasts for the fiscal year ending March 31, 2015

1. Consolidated earnings outlook

(Billions of yen)

Outlook for the fiscal year Fiscal year ended
ending March 31, 2015 March 31, 2014(actual) Change (A-B)
(A) (B)

Net sales 1,490.0 1,385.4 104.6
Operating income 73.0 72.3 0.7
Recurring profit 66.0 60.6 54
Net income 41.0 38.6 2.4
Orders received 1,580.0 1,455.4 124.6
Before-tax ROIC (%) 8.6% 8.1% 0.5%
R&D expenses 46.0 40.3 5.7
Capital expenditures 91.0 87.7 3.3
Depreciation/
amortization 47.0 37.8 9.2
Number of employees
at end of period 35,100 34,620 480
*Number of employees outside
of Japan included therein *8,900 *9,089 *189

Notes: 1. Outlook’s assumed foreign exchange rates: ¥100 = US$1, ¥135 =1 euro
2. Before-tax ROIC = (income before income taxes + interest expense) / invested capital.
3. Capital expenditures represent the total of newly recorded property, plant and equipment and
newly recorded intangible assets. Depreciation/amortization represents depreciation/amortization
expenses for property, plant and equipment and intangible assets.

2. Outlook by reportable segment

() Net sales and operating income (loss)
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(b) Orders received

(Billions of yen)

Outlook for the fiscal year

ending March 31, 2015

Fiscal year ended
March 31,(250)14 (actual)

Change (A-B)

(A)
Ship & Offshore Structure 150.0 117.8 32.2
Rolling Stock 180.0 133.0 47.0
Aerospace 290.0 286.3 3.7
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