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NS SOLUTIONS CORPORATION
UNAUDITED CONSOLIDATED BALANCE SHEETS
March 31, 2014 and 2015

Thousands of U.S.
dollars
Millions of yen (Note 3)
2014 2015 2015
Assets
Current assets:
Cash and deposits ........ccccevvvreeeeeiiiiiiiieeee e ¥1,971 ¥2,070 $17,229
Deposits Paid ....ococcvviiieeeeieeiee e 36,874 31,875 265,255
Notes and accounts receivable-trade ............................. 41,086 45,196 376,108
SECULTIEIES et eeeiiieieeee et eeeeetieee e e e et eeea e e eeeeeessaaaaeeeees 8,000 2,000 16,643
Work in process (NOte 6).......ccveveivvivreeevereeseeseeeeeeeeens 17,043 18,350 152,704
Raw materials and supplies .......cccccceevvciiiieeeeeecicnnnennn. 226 124 1,033
Short-term loans receivable from subsidiaries and
ASSOCIALES evvveeiirieeeetreeeetreeeeereeeeetreeeeetreeeeereeeeerreeeeans — 12,000 99,859
Current portion of long-term loans receivable
from subsidiaries and associates ...........ccoveeeeeveeeeennnenn. 12,000 - -
Deferred tax assets ..ooooeuvvuuveeeeeiiieiiiieieeeeeeeeereeee e eeeees 3,084 3,232 26,902
(017473 TP PPRRRRRTRN 1,066 1,167 9,713
Allowance for doubtful accounts .........ccccceeeevvreeeeeeennns (33) (35) (299)
Total current assets .......cccccccvvvvvviviiiiiiiiiiiiii, 121,318 115,981 965,148
Non-current assets:
Property, plant and equipment
Buildings and structures, net .......ccccoevvvvveiveeeeeeennnn... 12,345 11,980 99,697
Tools, furniture and fixtures, net .......ccccccceeveeniiin. 3,871 4,037 33,596
Land (NOte 6) .....ccevevererererereieieieieiesessessesesseseeeese s, 2,778 2,778 23,120
Leased assets, Net .......eeeeeiiiiiiiiiiiiiiieieieeeeeeeeeeeeeeean 1,969 1,573 13,095
Construction N Progress ......cccccccceeevrrrrrrererrreesseeeeeeenen: 244 275 2,296
OtREY oo 1 3 29
Total property, plant and equipment (Note 6) ......... 21,211 20,649 171,832
Intangible assets:
SOLEWATE ettt eeeev v 1,497 1,335 11,110
GOOAWIIL ... e 2,453 2,280 18,974
OLRET ceviiiiiiiieeec e 43 26 222
Total intangible assets ......ccccveeeeeeiiiiiiieeeeeeeeeireeeee, 3,994 3,641 30,307
Investments and other assets:
Investment securities (NOte 6)......cooeeeeeeeeveeeereeeeeenenn, 5,629 19,676 163,735
Deferred tax assets ......ooovvvveeiieeeeiiieeeee e, 6,377 2,168 18,049
Guarantee deposits ..........ccccceii 3,804 3,720 30,957
OLREY covviiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 521 494 4,117
Allowance for doubtful accounts ..........cccovevveeveeveennnn, (68) (48) (406)
Total investments and other assets ..........cccccevvuennn... 16,264 26,010 216,451
Total non-current assets .......ccccccvvvveveeeiiiieiiieienenennnn 41,469 50,302 418,590
Total ASSEES ..vvveveeiieeiiieiiieeeeeeeeie e ¥162,788 ¥166,283 $1,383,739

The accompanying notes are an integral part of these financial statements.
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Thousands of U.S.

dollars
Millions of yen (Note 3)
2014 2015 2015
Liabilities
Current liabilities:
Notes and accounts payable - trade ...........cceeeuvvveeeeeenne. ¥16,241 ¥15,972 $132,917
Lease obligations .......cccceeeeeciiiiiiieiiiiciiieec e 524 569 4,743
Accounts payable-other ..........ccoceevviiiiiiiiiciiiieeeeeeec, 4,928 7,243 60,275
Income taxes payable .......cccccooeeeiviiiieiiiiciiiieee e, 3,949 4,572 38,050
Advances reCeIVEd .......oovviviiiieeieieeiiieiieeeeee e 12,020 14,485 120,540
Provision for bonuSses .......ccoeeeeeeeeeeeiececiecians 5,948 6,775 56,381
Provision for loss on order received (Note 6).................. 337 572 4,767
Allowance for program product warranty ...................... 162 180 1,505
(0717 o T3 U PPRTPI 379 348 2,898
Total current 1iabilities ..........cccccevvvveverveereeeeeeeereeeeeeeennns 44,491 50,720 422,075
Non-current liabilities:
Lease obligations .....coooeeeeeeieiiiiiiiiceccaaaes 1,623 1,179 9,816
Provision for directors' retirement benefits ................... 164 159 1,323
Net defined benefit liability ........cccoovvveeeieeeiiiiiieeeeeeennn, 15,467 16,658 138,623
ORET v 81 122 1,023
Total non-current liabilities .....cccooevvvieviiiiiieiiiiiiineeinnn, 17,337 18,119 150,785
Total 11abilities .......cccoeeeciiiiiieieiciiiee e e 61,829 68,840 572,860
Net assets
Shareholders' equity:
Capital SEOCK .ocvvvieiieeiieiiiieeee e 12,952 12,952 107,787
Capital SUIPIUS ..oooeiiieiiiiieiee e 9,950 9,950 82,803
Retained earnings ........ccoooeeeeeiiieieiiiieicieeccecccccece 75,496 82,489 686,436
Treasury SNATES .......cccccvvvviiiiiiiiiiiiiiiiiiiiieeeee e, (4) (20,004) (166,471)
Total shareholders' eqUItY .......cccccvvvvvvviiiiiiiiiiiiiiiiieennas 98,395 85,387 710,555
Accumulated other comprehensive income:
Valuation difference on available-for-sale securities .... 133 9,191 76,486
Revaluation reserve for land (Note 6)...........cccovvveeuennene. (1,276) (1,276) (10,626)
Foreign currency translation adjustment ...................... 88 252 2,104
Total accumulated other comprehensive income ........ (1,055) 8,167 67,964
Minority interests 3,619 3,888 32,360
Total NEt ASSELS cuveiiiiiieiiiee e 100,959 97,443 810,879
Total liabilities and net assets ..........ccccceeeeeveeiiivinnnnnnn.. ¥162,788 ¥166,283 $1,383,739

L
The accompanying notes are an integral part of these financial statements.
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NS SOLUTIONS CORPORATION
UNAUDITED CONSOLIDATED STATEMENTS OF INCOME

For the fiscal years ended March 31, 2014 and 2015

Thousands of U.S.
dollars
Millions of yen (Note 3)
2014 2015 2015
NEt SALES .oiieieiiierieeie ettt e st ettt et e s seesae et e e seesaeesae e st e nen: ¥179,953 ¥206,295 $1,716,695
C08t Of 5168 (INOLE T) e.eevevveecreeeerecrcrereeee e rereesenesesssessenerenssssssens 145,491 166,953 1,389,313
GXOSS PIOFIL .evevereeererieeieiereieireeeerieeneeeenseeeenneeeesseseesneesessessssesessssesssenens 34,461 39,341 327,383
Selling, general and administrative expenses (Note 7) .........ccvveee.... 22.043 23,126 192,451
OpPerating INCOIME ......ccccevecieeereeresreeiesiericsseseesessessssssssssssssasssnsesssssesans 12,418 16,214 134,932
Non-operating income:
INterest INCOMIE .....coooiiiiiiiiiieceeee e e 260 223 1,862
Dividend INCOME .......uuueieeiiiiiiiiiiiiieeeeee e 149 140 1,173
SUDSIAY INCOIMIE ...cvvvveieeeeiriiee et e et e e etae e e e e eeerrreeeeearreeens 91 42 357
(01 Y= PRSPPI 63 58 486
Total non-operating INCOME ...........cceeeeeeiiciiririiiriireeeeeeeeeeeeeeeeeeeeenns 564 466 3,878
Non-operating expenses:
INterest EXPEISES c.iiiieei ittt e e e e e e e e e e e e, 120 91 761
Share of loss of entities accounted for using equity method ............ 21 40 336
Loss on retirement of non - current assets ........ccoevvveeeeeevrvveeeeernnennn. 18 60 504
Commission for purchase of treasury shares............ccceevvveeeieinnenennn, — 25 210
OBRET ©oiiiiiieiiiecce et e e e et e e e a e e baeennneas 42 7 62
Total NoN-0pPerating EXPENSES .....ccccvvvrrrrireeeeeereeeeeeeeiieeeieerrrrrrereeeeenes 202 225 1,873
Ordinary INCOMIE ........ccccereverrrreeeesieeiesieeiessneeeesesessssssssessssssasssasesssnsssans 12,779 16,455 136,937
Income before income taxes and minority interests ...........ccccccueu....... 12,779 16,455 136,937
Income taxeS-CUITENL .......cceeviiiiiiiieeiiicceeeeee e e e e 6,151 7,328 60,982
Income taxes-deferTed ..........oooeveeveeieiiieeeeeeeeeeee e (830) (346) (2,884)
Total income taxes 5,320 6,981 58,098
Income before minority Interests .........ccocvceericieeeiieicsriercsneccsesseseennan: 7,458 9,474 78,839
Minority interests in INCOME ........ccccccvvrriririeereeeeeeeeeeeeeeeeeecieirrrreeeeeeees, 387 396 3,302
NEt INCOIMIE ...eeeeeeeeeieeeieeeetieeeetteeeetteeeetteeeeeeeeeteeeesteeesseeeesseeeaeseeeennen ¥7,071 ¥9,077 $75,5637

The accompanying notes are an integral part of these financial statements.

U.S. dollars
Yen (Note 3)
2014 2015 2015
Net income per share ¥133.43 ¥174.68 $1.47
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NS SOLUTIONS CORPORATION
UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the fiscal years ended March 31, 2014 and 2015

Thousands of U.S.

dollars
Millions of yen (Note 3)
2014 2015 2015
Income before minority interests .........cccccceeveeieeciieecceeeccieeceeeeeceenn, ¥7,458 ¥9,474 $78,839
Other comprehensive income:
Valuation difference on available-for-sale securities ....................... 61 9,057 75,372
Foreign currency translation adjustment ..........ccocceveveiieniiienienennns 99 168 1,404
Total other comprehensive income (Note 8)..........c.ccoevevveveiireennn, 161 9,226 76,776
ComPrehensive INCOME .......cvveeereeereerieessrreeerserssreressesssssseresssssssesssssnes ¥7,620 ¥18,700 $155,615
Comprehensive income attributable to:
Comprehensive income attributable to owners of parent ................ 7,224 18,299 152,281
Comprehensive income attributable to minority interests .............. ¥395 ¥400 $3,334

The accompanying notes are an integral part of these financial statements.
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NS SOLUTIONS CORPORATION

UNAUDITED CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS
For the fiscal vears ended March 31, 2014 and 2015

Millions of yen

Shareholders' equity

Total
Capital Capital Retained Treasury shares shareholders'
stock surplus earnings equity

Balance at March 31, 2013 ¥12,952 ¥9,950 ¥70,544 (¥4) ¥93,443
Changes of items during period

Dividends of surplus (2,119) (2,119)

Net income 7,071 7,071

Purchase of treasury shares ) )

Net changes of items other than shareholders' equity

Total changes of items during period — — 4,951 (0) 4,951
Balance at March 31, 2014 ¥12,952 ¥9,950 ¥75,496 (¥4) ¥98,395

Cumulative effects of changes in accounting policies 167 167
Restated balance 12,952 9,950 75,664 (4) 98,563
Changes of items during period

Dividends of surplus (2,252) (2,252)

Net income 9,077 9,077

Purchase of treasury shares (20,000) (20,000)

Net changes of items other than shareholders' equity

Total changes of items during period — — 6,824 (20,000) (13,175)
Balance at March 31, 2015 ¥12,952 ¥9,950 ¥82,489 (¥20,004) ¥85,387

Accumulated other comprehensive income
Valuation Total accumulated
difference on Foreign currency other
availaber-for- Revalutaion translation comprehensive Minority Total
sale securities |reserve for land| adjustment income interests net assets

Balance at March 31, 2013 ¥72 (¥1,276) (¥3) (¥1,208) ¥3,335 ¥95,571
Changes of items during period

Dividends of surplus (2,119)

Net income 7,071

Purchase of treasury shares (0)

Net changes of items other than shareholders' equity 61 91 153 283 436

Total changes of items during period 61 — 91 153 283 5,388
Balance at March 31, 2014 ¥133 (¥1,276) ¥88 (¥1,055) ¥3,619 ¥100,959

Cumulative effects of changes in accounting policies (10) 157
Restated balance 133 (1,276) 88 (1,055) 3,608 101,116
Changes of items during period

Dividends of surplus (2,252)

Net income 9,077

Purchase of treasury shares (20,000)

Net changes of items other than shareholders' equity 9,057 164 9,222 279 9,502

Total changes of items during period 9,057 — 164 9,222 279 (3,673)
Balance at March 31, 2015 ¥9,191 (¥1,276) ¥252 ¥8,167 ¥3,888 ¥97,443

Copyright (C) 2015 NS Solutions Corporation, All rights reserved.




NS SOLUTIONS CORPORATION

UNAUDITED CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS
For the fiscal vears ended March 31, 2014 and 2015

Thousands of U.S. dollars (Note 3)

Shareholders' equity

Total
Capital Capital Retained Treasury shares shareholders'
stock surplus earnings equity

Balance at March 31, 2013 $107,787 $82,803 $587,043 ($35) $777,597
Changes of items during period

Dividends of surplus (17,641) (17,641)

Net income 58,847 58,847

Purchase of treasury shares (1) (1)

Net changes of items other than shareholders' equity

Total changes of items during period — — 41,206 (1) 41,205
Balance at March 31, 2014 $107,787 $82,803 $628,249 ($36) $818,802

Cumulative effects of changes in accounting policies 1,394 1,394
Restated balance 107,787 82,803 629,642 (36) 820,196
Changes of items during period

Dividends of surplus (18,743) (18,743)

Net income 75,5637 75,537

Purchase of treasury shares (166,434) (166,434)

Net changes of items other than shareholders' equity

Total changes of items during period — — 56,794 (166,434) (109,641)
Balance at March 31, 2015 $107,787 $82,803 $686,436 ($166,471) $710,555

Accumulated other comprehensive income
Valuation Total accumulated
difference on Foreign currency other
availaber-for- Revalutaion translation comprehensive Minority Total
sale securities |reserve for land| adjustment income interests net assets

Balance at March 31, 2013 $600 ($10,626) ($28) ($10,055) $27,760 $795,302
Changes of items during period

Dividends of surplus (17,641)

Net income 58,847

Purchase of treasury shares (1)

Net changes of items other than shareholders' equity 514 761 1,275 2,357 3,632

Total changes of items during period 514 — 761 1,275 2,357 44,837
Balance at March 31, 2014 $1,114 ($10,626) $732 ($8,780) $30,116 $840,138

Cumulative effects of changes in accounting policies (86) 1,308
Restated balance 1,114 (10,626) 732 (8,780) 30,030 841,446
Changes of items during period

Dividends of surplus (18,743)

Net income 75,537

Purchase of treasury shares (166,434)

Net changes of items other than shareholders' equity 75,372 1,372 76,744 2,330 79,073

Total changes of items during period 75,372 — 1,372 76,744 2,330 (30,567)
Balance at March 31, 2015 $76,486 ($10,626) $2,104 $67,964 $32,360 $810,879
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NS SOLUTIONS CORPORATION
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the fiscal years ended March 31,2014 and 2015

Thousands of U.S.

dollars
Millions of yen (Note 3)
2014 2015 2015
Cash flows from operating activities:
Income before income taxes and minority interests ................ ¥12,779 ¥16,455 $136,937
Depreciation ... 3,740 3,847 32,020
Amortization of goodwill ..........ccceovviiiiiiiiiiiiiee e, 166 188 1,567
Increase (decrease) in allowance for doubtful accounts .......... a7 am (143)
Increase (decrease) in provision for bonuses .........cccccceeveu..... 152 826 6,878
Increase (decrease) in net defined benefit liability ................. 1,071 1,434 11,939
Increase (decrease) in provision for directors'
retirement DeNefits ........c.ocooiviiiiiiieieeeeeeee e, (20) (5) (46)
Increase (decrease) in other Pprovision ..........c.cccceeeveeevveeennennn. 40 254 2,116
Interest and dividend iNCOME .....cc.oeeveeeveeeeeeeeeeeeeeeeeeeeeeeeeen, (410) (364) (3,035)
Interest @XPenSES .....uuieeiieeeiieeieeeeeeeee e 120 91 761
Share of (profit) loss of entities accounted for using
eqUItY MEthOd ..oveeiiiiiiiiiecccee e 21 40 336
Loss on retirement of non-current assets .........ccccceeeeeevvveeeenn. 18 60 504
Decrease (increase) in notes and accounts receivable-trade ... (1,981) (4,064) (33,826)
Decrease (increase) in INVENtOTies «...eoeeevereeeeeeeeeeeeeeeereeeeeens (4,220) (1,183) (9,848)
Decrease (increase) in other current assets ..........cccocvevvevennne. 152 (93) (776)
Increase (decrease) in notes and accounts payable-trade ....... 3,317 (297) (2,479)
Increase (decrease) in other current liabilities .......ccccceeevvennn.. 4,194 4,556 37,919
OBRET, TIEE et eee et eeee e e eeeeeeeneeeeneens (26) 32 271
SUDBLOLAL o e e e 19,098 21,761 181,093
Interest and dividend income received .........ccccovvveeeeeeeeeenee..... 409 366 3,051
Interest expenses Paid ......cccccvvveeiiiiiiiiiiii e (120) (91) (761)
Income taxes PAIA .......ceouveueeeeoiieieieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee, (4,181) (6,738) (56,075)
Net cash provided by (used in) operating activities ... 15,206 15,298 127,308
Cash flows from investing activities:
Payments into time deposits.......ccccvvveeieeeiiiieeeeeeiiieee e, — (183) (1,527)
Purchase of SECULItIES .....uuuueeiiiiiiiiiiiiiiiieeeeeeeeeeeee e (3,000) (2,000) (16,643)
Proceeds from redemption of seCurities ..........ccceevveeeeerevnvneennnn. 6,000 7,300 60,747
Purchase of property, plant and equipment and
INEANGIDIE ASSELS .vivvivieiceiceicee ettt (2,332) (2,792) (23,234)
Purchase of investment SeCUrities ......ccooeeeeeveiiiiiiiiiiiiiiiiiieeeeenn (2,060) (1,000) (8,322)
Proceeds from sales of investment securities ..........ccccuveeeenn. 334 — —
Proceeds from redemption of investment securities ............... 700 — —
Payments of loans receivable from subsidiaries
AN ASSOCIALES «..eveeveeeeeeeeeeeeeeeeee e oottt es — (12,000) (99,859)
Collection of loans receivable from subsidiaries
AN ASSOCIALES .evvvviiiieiiiiiieeeeeiiieee e eeecire e e eetrre e e e e erreeeeeeeeareeeas — 12,000 99,859
Purchase of shares of subsidiaries resulting in change in
scope of consolidation........cccuuveeeiiiiiiieeeeiiiieieeeeeeeceeeee (145) — —
Payments for guarantee deposits .......ccceeeeeevivveeeeeiiiiineeeeeeennns (334) (64) (538)
Proceeds from collection of guarantee deposits ...........ccc......... 22 152 1,272
ORET, T1OE vttt (30) 35 297
Net cash provided by (used in) investing activities ................... (¥846) ¥1,448 $12,052

The accompanying notes are an integral part of these financial statements.
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Thousands of U.S.

dollars
Millions of yen (Note 3)
2014 2015 2015
Cash flows from financing activities:

Purchase of treasury shares ..........cccccoeeeeveeeeeeeeevereeeeereeeenenns (¥0) (¥20,025) ($166,645)
Cash dividends PAIA c.e.eeveveeeeeeeereeeeeeee oot eeeeeeee et e eeeeen, (2,119) (2,252) (18,743)
Cash dividends paid to minority shareholders ............cccoc......... (113) (120) (1,005)
Repayments of lease 0bligations ...........c.ccoevvvvveveeveeieeeieeieiieninnns (507) (541) (4,508)
Net cash provided by (used in) financing activities ..................... (2,741) (22,940) (190,901)
Effect of exchange rate change on cash and cash equivalents ......... 74 111 925
Net increase (decrease) in cash and cash equivalents .................... 11,692 (6,082) (50,615)
Cash and cash equivalents at beginning of period ........................... 28,152 39,845 331,573
Cash and cash equivalents at end of period (Note 10) ..................... ¥39,845 ¥33,762 $280,957

The accompanying notes are an integral part of these financial statements.
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NS SOLUTIONS CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of Operations

NS Solutions Corporation (referred to as the “Company”) was incorporated on October 1,
1980 as Nippon Steel Computer Systems Co., Ltd., a wholly owned subsidiary of Nippon
Steel Corporation(*). The Company changed its name in 1988 to Nippon Steel
Information & Communication Systems Inc, or ENICOM. Effective April 1, 2001, the
Company acquired part of the business of the Electronics & Information Systems
Division of Nippon Steel (“EI Division”) and changed its name to NS Solutions
Corporation on that date. On October 11, 2002, the Company was successfully listed on
the First Section of the Tokyo Stock Exchange. The parent company holds 62.4% of the
Company’s voting rights, as of March 31, 2015.

*On October 1, 2012, Nippon Steel Corporation and Sumitomo Metal Industries, Ltd. merged to become Nippon

Steel & Sumitomo Metal Corporation.

NS Solutions Corporation and its consolidated subsidiaries (together, referred to as the
“Companies”) are leading information technology solution providers in Japan. The
Companies provide integrated solutions, which address their customers’ needs for both
business applications and system platforms. The Companies provide end-to-end
services, including system consulting, planning, design, development, deployment,
operation, and maintenance, and total end-to-end outsourcing services. The Companies
are proficient in providing multi-vendor and mission critical systems solutions, as well

as incorporating best-of-breed products and technologies to address customer needs.

The Companies’ principal business lines are:
Business Solutions
The Companies provide solutions for industry-specific business applications to
corporate enterprises, government agencies and public organizations.
Platform Solutions
The Companies provide solutions for system platforms including middleware,
databases, operating systems, networking systems, storage systems, security
systems, and services which enable systems running on diverse platforms to
collaborate with each other.
Business Services
The Companies provide system operation and maintenance services and total

end-to-end outsourcing services.

9 Copyright (C) 2015 NS Solutions Corporation, All rights reserved.



NS SOLUTIONS CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

2. Basis of Presenting Consolidated Financial Statements
The accompanying consolidated financial statements of the Companies have been
prepared in accordance with the provisions set forth in the Financial Instruments and
Exchange Law and its related accounting regulations, and in conformity with
accounting principles generally accepted in Japan (“Japanese GAAP”), which are
different in certain respects as to application and disclosure requirements from

International Financial Reporting Standards.

The accompanying consolidated financial statements have been restructured and
translated into English from the consolidated financial statements of the Companies
prepared in accordance with Japanese GAAP and filed with the appropriate Local
Finance Bureau of the Ministry of Finance as required by the Financial Instruments
and Exchange Law. Certain supplementary information included in the statutory
Japanese language consolidated financial statements, but not required for fair

presentation, is not presented in the accompanying consolidated financial statements.

3. U.S. Dollar Amounts
Amounts in U.S. dollars are included solely for the convenience of readers. The rate of
¥120.17 = U.S. $1, the effective rate of exchange prevailing at March 31, 2015, has been
used in translation of yen amounts to U.S. dollar amounts. The inclusion of such amounts
is not intended to imply that Japanese yen have been or could be readily converted,

realized or settled in U.S. dollars at this or any other rate.

4. Going Concern Assumption

None
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NS SOLUTIONS CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

5. Summary of Significant Accounting Policies
(1) Principles of consolidation
The consolidated financial statements for the fiscal year ended March 31, 2015,

include the accounts of the Company and its 19 subsidiaries, as listed below:

Hokkaido NS Solutions Corporation
Tohoku NS Solutions Corporation

NS Solutions Tokyo Corporation

NS Solutions Kansai Corporation

NS Solutions Chubu Corporation

NS Solutions Nishinihon Corporation
Oita NS Solutions Corporation

NSSLC Service Corporation

NSFMC Corporation

Financial Engineering Group, Inc.

NCI Systems Integration, Inc.

Nittetsu Hitachi Systems Engineering, Inc.
NS Solutions (Shanghai) Co., Ltd.

NS Solutions USA Corporation

NS Solutions Asia Pacific Pte. Ltd.

Thai NS Solutions Co., Ltd.

NS Solutions IT Consulting Europe Ltd.
PALSYS Software Co., Ltd.

PT. NSSOL SYSTEMS INDONESIA

PT. NSSOL SYSTEMS INDONESIA was established and included in the
scope of consolidation from the fiscal year ended March 31, 2015.

All significant inter-company accounts and transactions and unrealized inter-group
profit, if any, have been eliminated on consolidation.

The Company's overseas subsidiaries, NS Solutions (Shanghai) Co., Ltd., NS
Solutions USA Corporation, NS Solutions Asia Pacific Pte. Ltd., Thai NS Solutions
Co., Ltd., NS Solutions IT Consulting Europe Ltd., PALSYS Software Co., Ltd., and
PT. NSSOL SYSTEMS INDONESIA have a fiscal year ending December 31, which
differ from that of the Company. These subsidiaries do not prepare financial
statements at any date after December 31 or on or before March 31 in the following
year. Any material transactions occurring in the period, January 1 to March 31, are
adjusted for in these consolidated financial statements.
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(2) Investments in affiliates
The Company’s investment in the affiliate was accounted for using the equity
method for the fiscal year ended March 31, 2015 as listed below:
Hokkaido High Information Technology Center Co., Ltd.

Himawari Operation Enterprise Corporation.

(8) Translation of foreign currency
Assets and liabilities denominated in foreign currencies are translated into yen at

the exchange rate prevailing at the relevant balance sheet date.

Assets, liabilities and all income and expense accounts of foreign subsidiaries are
translated into Japanese yen at the exchange rate prevailing at the relevant balance
sheet date. Shareholders’ equity accounts of foreign subsidiaries are translated at

historical rates.

The net difference arising from translation of the financial statements of the foreign
subsidiary is recorded as “Foreign currency translation adjustment” in the

accompanying consolidated balance sheets.

(4) Investment securities
Investment securities consist of held-to-maturity investments, available-for-sale
securities with market quotation, available-for-sale securities without market

quotation.

Held-to-maturity investments are valued at cost, adjusted for the amortization of

premium or the accretion of discounts based on straight line method.

Available-for-sale securities with market quotation are valued at market value.
Unrealized holding gains, net of tax, are recognized in “Valuation difference on

available-for-sale securities” as a separate component of net assets.
Available-for-sale securities without market quotation are stated at cost.

The cost of available-for-sale securities sold is principally based on the moving

average method.

(5) Inventories
Inventories are valued at cost as determined by the following methods:
Work in process........... Individual cost method, which reduces the book value of
inventories based on the decrease in profitability.
Merchandise and supplies............. primarily, the average method, which reduces

the book value of inventories based on the decrease in profitability.
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(6) Property, Plant and Equipment
Depreciation on property, plant and equipment is computed principally using the
declining-balance method over the estimated useful lives of the assets. However,
depreciation of buildings (excluding structures attached to the buildings) acquired

on or after April 1, 1998, has been computed using the straight-line method.

(7) Intangible fixed assets
Amortization of intangible fixed assets is computed using the straight-line method
over the estimated useful lives of the assets. Software costs for internal use are
amortized over their estimated useful lives (less than 5 years) on a straight-line
basis.

(8) Leased assets
The finance lease assets that do not transfer ownership are depreciated by the
straight-line method over the lease period, with no residual value at the end of the
lease period.

(9) Allowance for doubtful accounts
Receivables are required to be categorized into “normal receivables” and “doubtful
receivables” for the purpose of providing an allowance for doubtful accounts under
prevailing accounting practice in Japan. Allowance for normal receivables is
provided based on the Companies’ historical write-off experiences. Allowance for
doubtful receivables is provided based on an estimate of uncollectible amount on an

individual doubtful receivables.

(10) Provision for bonuses
Provision for bonuses is provided at the estimated amount, which the Companies
are obliged to pay employees after fiscal year-end, based on their service for the

fiscal year ended on the relevant balance sheet date.

(11) Provision for loss on order received
Provision for loss on order received is provided based on the excess of estimated costs

over contract revenue.

(12) Allowance for program product warranty
Allowance for program product warranty is provided at the estimated amount

computed by the actual rate of the past expenditure.

(138) Provision for directors’ retirement benefits
Provision for directors’ retirement benefits of the Companies are calculated based on
the Companies’ internal rules and the estimated amount, which would be payable if

all directors and corporate auditors retired at the relevant balance sheet date.
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(14) Method for Accounting for Retirement benefits
(a) Method of attributing expected retirement benefits to periods
When calculating retirement benefit obligations, the benefit formula basis is used

for attributing expected retirement benefits to periods through March 31, 2015.

(b) Method of expenses for actuarial differences and prior service costs
Actuarial gain or loss and prior service costs are charged to income or expense as

incurred.

(c) Adoption of the simplified method in some consolidated subsidiaries
Some consolidated subsidiaries adopt the simplified method to determine net defined benefit
liability.

(15) Revenues and costs recognition of Made-to-order-software
The Companies have been applying the percentage of completion method in case that
the outcome of the construction activity is deemed certain (the degree of completion
of construction is estimated by the cost-to-cost method). In other case, the
Companies have been applying the completed-contract method in case that the

outcome of the construction activity is deemed uncertain.

(16) Goodwill
Goodwill arising from mergers, which represents the excess of the purchase price
over the fair value of net assets acquired, have been amortized on a straight line
basis over the respective estimated useful lives. When its amount is not material, it

is charged to expense as incurred.

(17) Cash and cash equivalents
In preparing the consolidated statements of cash flows, cash on hand, readily
available deposits and short-term highly liquid investments with maturity of not
exceeding three months at the time of purchase are considered to be cash and cash

equivalents.
(18) Accounting for consumption tax

Consumption tax is excluded from the figures of the accompanying financial

statements.
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(19) Change in Accounting Principles Accompanying Revision in Accounting Standards
(Application of Accounting Standard for Retirement Benefits)

From April 1, 2014, the Companies have applied the provisions found in the body
text of Paragraph 35 of the “Accounting Standard for Retirement Benefits” (ASBJ
Statement No. 26, May 17, 2012) and Paragraph 67 of the “Implementation
Guidance for the Accounting Standard for Retirement Benefits” (ASBJ Guidance
No. 25, March 26, 2015) .
Under the new standard, the calculation method for retirement benefit obligations
and service costs is revised, with the method of determination of the discount rate
revised to a single weighted average discount rate reflecting the estimated timing
and amount of benefit payment, and the method of attributing benefits to
accounting periods changed from the straight-line method to the standard pension

benefit formula basis.

In accordance with transitional accounting as stipulated in Paragraph 37 of the
Accounting Standard for Retirement Benefits, the amount of financial impact
resulting from changes of the calculation method for retirement benefit obligations
and service costs was added to, or deducted from, retained earnings at the

beginning of the fiscal year.

As a result, as of April 1, 2014, net defined benefit liabilities decreased by ¥244
million and retained earnings increased by ¥167 million. In addition, operating
income, ordinary income and income before income taxes and minority interests for
the fiscal year ended March 31, 2015 decreased by ¥93 million ($779 thousand).
Information concerning the effect of this change on a per share basis is presented

in the relevant sections of this report.
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(20) Accounting standards and relevant regulations that are not yet adopted
(Accounting Standard for Business Combinations)

“Accounting Standard for Business Combinations” (ASBJ Statement No.21, September
13, 2013), “Accounting Standard for Consolidated Financial Statements” (ASBJ Statement No.22,
September 13, 2013), “Accounting Standard for Business Divestitures” (ASBJ Statement No.7,
September 13, 2013), “Accounting Standard for Earnings Per Share” (ASBJ Statement No.2,
September 13, 2013), “Guidance on Accounting Standard for Business Combinations and
Accounting Standard for Business Divestitures” (ASBJ Guidance No.10, September 13, 2013), and
“Revised Guidance on Accounting Standard for Earnings Per Share” (ASBJ Guidance No.4,
September 13, 2013).

1. Overview
The main changes to the accounting Standards apply to 1) the handling of changes
in equity holdings of a subsidiary by the parent company in the event of ongoing
control of additional acquisitions of the subsidiary, 2) the handling of expenses
related to the acquisition, 3) the presentation of net income and revision from
minority interests to non-controlling interest, and 4) the handling of provisional

accounting processes.

2. Scheduled date for adoption
The Companies plans to apply the changes from the start of the fiscal year beginning
April 1, 2015.
In addition, the Companies plans to apply the handling of provisional accounting

processes upon the corporate integration from April 1, 2015.
3. Effects of adoption of new accounting standards and relevant regulations

The effect on the consolidated financial statements from the application of the

accounting standards is currently under assessment.
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6. Notes to Consolidated Balance Sheets
(1) Depreciation on Property, Plant and Equipment
Property, plant and equipment were recorded at cost, net of accumulated depreciation
of ¥17,597 million and ¥19,874 million ($165,387 thousand) at March 31, 2014 and
2015, respectively.

(2) Investment in non-consolidated subsidiaries and affiliates
Investment in non-consolidated subsidiaries and affiliates were ¥19 million and ¥20
million ($169 thousand) on March 31, 2014 and 2015, respectively.

(8) Revaluation of Land
Land used for business purposes was revalued in accordance with the “Law Concerning
the Revaluation of Land” as at March 31, 2000. Under the law, Japanese companies
were allowed to revalue the land used for business purposes to fair value only for the
limited period during the year ended March 31, 1998 to March 31, 2001. Unrealized
gains and losses were charged directly to net assets, rather than to the income
statement. Application of the law was voluntary, but permitted only one time during
the three-year period.
The detail of the revaluation is as follows:

Method of revaluation

The calculations were made in accordance with the “Law Concerning the

Revaluation of Land”.

Date of revaluation

The companies revalued based on the fair value as of March 31, 2000.

The excess of the carrying amounts of the revalued land over its fair value at

the end of March 31, 2014 and 2015 were ¥186 million and ¥181 million

($1,512 thousand), respectively.

(4) Work in process and provision for contract loss for the same Made-to-order-software
With respect to the work in process and the provision for contract loss for the same
made-to-order software, the Companies are not offset but individually reported .

The amount of the provision for contract loss in the inventories offset were ¥251
million and ¥426 million ($3,550 thousand) on March 31, 2014 and 2015, respectively.
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7. Notes to Consolidated Statements of Income
(1) Selling, General and Administrative Expenses
The main components of selling, general and administrative expenses for the fiscal
years ended March 31, 2014 and 2015 were as follows:

Thousands of
Millions of yen U.S. dollars
(Note 3)

March 31, 2014 2015 2015
Salaries and allowances ......cooeeeeeeeeeeeeeeeeeeeeeeennnn, ¥ 7,749 ¥ 8,069 $ 67,147
Provision for bonuses........cccccccvvviiiiiiiiiiiiiiiinnn 1,152 1,247 10,379
Retirement benefit expenses........c.ccceeevvvveeennnnn, 669 746 6,214
Provision for directors’ retirement benefits....... 28 32 273
Depreciation ...........cccccovveiiiiiii 125 148 1,238
Amortization of goodwill..............ccovveivvinereennnnnn, 166 188 1,567
Business consignment expenses ........................ 2,699 3,063 25,493
Operating expense for acceptance of orders...... 3,635 3,366 28,014
Provision of allowance for doubtful accounts .... ¥0 ¥ 2 $ 24

(3) Research and Development Costs
Research and development costs are charged to expense as incurred. The expense was
recorded as general and administrative expenses and manufacturing costs for the fiscal
years ended March 31, 2014 and 2015 amounting to ¥1,488 million and ¥1,546 million
($12,867 thousand), respectively.

(4) Provision for loss on order received
Provision for loss on order received was recorded as Cost of sales for the fiscal years
ended March 31, 2014 and 2015 amounting to ¥337 million and ¥532 million ($4,430

thousand), respectively.
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8. Notes to Consolidated Statements of Comprehensive Income
Amount of recycling and amount of income tax effect associated with other

comprehensive income for the fiscal year ended March 31, 2014 and 2015 were as

follows:
Thousands of
Millions of yen U.S. dollars
(Note 3)
March 31, 2014 2015 2015
Valuation difference on available-for-sale
securities:
Amount recognized in the period under
TEVIEW 1eiiieeeiiiiiieeeeeeeesieirtreeeeeeessnnnrrseeeeesessnnnnsnens ¥ 118 ¥ 13,376 $ 111,314
Amount of recycling ........cccccceevvvevivieeieeeeiininn (22) — —
Before income tax effect adjustment.............. 95 13,376 111,314
Amount of income tax effect ...........cccoeverrnannn, (34) (4,319) (35,942)
Valuation difference on available-for-sale
SECUTIEIES ovvvvvniieeeiiiiiiiieeee e e 61 9,057 75,372

Foreign currency translation adjustment:

Amount recognized in the period under
TEVIEW .eiruiiiiieeiieeeniteenteeeteeebeeenneeenieeesareesneeens 99 168 1,404

Amount of recycling ........cccoceeevvvviiviieeieeeeieiiinn — — —

Before income tax effect adjustment.............. 99 168 1,404
Amount of income tax effect..........ccceeeenieen, — — —
Foreign currency translation adjustment...... 99 168 1,404

Total other comprehensive income ......... ¥ 161 ¥ 9,226 $ 76,776

19 Copyright (C) 2015 NS Solutions Corporation, All rights reserved.



NS SOLUTIONS CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

9. Notes to Consolidated Statements of Changes in Net Assets
(For the fiscal year ended March 31, 2014)
(1) Information on issued shares

The number of shares as follows:

Kind of stock | As of March 31, 2013 Increase Decrease | As of March 31, 2014
Common stock 52,999,120 — — 52,999,120
(2) Information on treasury shares
The number of shares as follows:
Kind of stock | As of March 31, 2013 Increase Decrease | As of March 31, 2014
Common stock 1,554 75 — 1,629
(Reason for increase or decrease treasury shares)
+ Increase
Odd lot shares purchases: 75
(3) Information on acquisition rights
None
(4) Information on dividends
The Company paid cash dividends as follows:
Date of board | Class of Total dividend Dividend Reference Effective
resolution stock amount per share date date
May 14, Common March 31, June 3,
2013 stock ¥1,059 million ¥20.00 2013 2013
October 29, Common September 30, | December 3,
2013 stock ¥1,059 million ¥20.00 2013 2013

Approval of dividends payments for which the record date is in the fiscal year and

effective date is in the following fiscal year is planned as follows:

Date of board | Class of | Source of Total dividend |Dividend| Reference Effective
resolution stock dividends amount per share date date

May 13, Common | Retained March 31, June 2,
2014 stock earnings ¥1,059 million ¥20.00 2014 2014
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(For the fiscal year ended March 31, 2015)
(1) Information on issued shares

The number of shares as follows:

Kind of stock | As of March 31, 2014 Increase Decrease | As of March 31, 2015
Common stock 52,999,120 — — 52,999,120
(2) Information on treasury shares
The number of shares as follows:
Kind of stock | As of March 31, 2014 Increase Decrease | As of March 31, 2015
Common stock 1,629 6,493,633 — 6,495,262

(Reason for increase or decrease treasury shares)

* Increase
Purchase of treasury shares based on the resolution at the meeting of
the Board of Directors held on December 3, 2014: 6,493,500
Odd lot shares purchases: 133

(8) Information on acquisition rights

None

(4) Information on dividends
The Company paid cash dividends as follows:

Date of board | Class of Total dividend Dividend Reference Effective
resolution stock amount per share date date
May 13, Common March 31, June 2,
2014 stock ¥1,059 million ¥20.00 2014 2014
October 28, Common September 30, | December 2,
2014 stock ¥1,192 million ¥22.50 2014 2014

Approval of dividends payments for which the record date is in the fiscal year and

effective date is in the following fiscal year is planned as follows:

Date of board | Class of | Source of Total dividend |Dividend| Reference Effective
resolution stock dividends amount per share date date
May 12, Common | Retained March 31, June 1,
2015 stock earnings ¥1,046 million ¥22.50 2015 2015
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10. Notes to Consolidated Statements of Cash Flows
(1) Cash and Cash Equivalents
Cash and cash equivalents at March 31, 2014 and 2015 were as follows:

Thousands of U.S.

Millions of yen
dollars (Note 3)

March 31, 2014 2015 2015
Cash and deposits ......cccceeeeeeeeeennnnnnenn.. ¥ 1,971 ¥ 2,070 $ 17,229
Deposits paid ....ccccceeeeeeiiiciiiieeeeeeens 36,874 31,875 265,255

Securities (maturing in less than

three months from acquisition date)... 1,000 — —

Time deposits (deposits term of more

than three months) .......cccoovevvveeeeenn.n. — (183) (1,527)

Cash and cash equivalents .................. ¥ 39,845 ¥ 33,762 $ 280,957

(2) Non-Cash investing and financing transactions

(For the fiscal year ended March 31, 2014)
Assets and liabilities related to finance lease transactions newly recognized for the
fiscal year ended March 31, 2014, were ¥1,882 million and ¥1,976 million,

respectively.

(For the fiscal year ended March 31, 2015)
None.

11. Leases
(1)Finance lease transactions
Leased assets, and related expenses in respect of the Companies’ finance leases, other
than those which transfer ownership of the leased assets, are accounted for using a

method similar to that used for operating leases.

Depreciation is computed using the straight-line method over the lease period of leased
assets, with no residual value at the end of the lease period. The interest expense
portion is determined by subtracting an amount equivalent to the acquisition cost from
the total lease fee. Total interest payments over the lease period are allocated to each
period using the interest method.
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(2) Operating lease transactions

(Leases as lessee)

Operating lease payments under non-cancelable lease contracts at March 31, 2014 and

2015 were as follows:

Thousands of
Millions of yen U.S. dollars
(Note 3)
March 31, 2014 2015 2015
Within one year................. ¥ 1,593 ¥ 1,548 $ 12,888
Over one year .................... 5,506 4,823 40,138
Total ...ovvveeeiiinne ¥ 7,099 ¥ 6,372 $ 53,025

(Leases as lessor)

Future minimum lease obligations under non-cancellable operating leases at March 31,

2014 and 2015 were as follows:

Thousands of

Millions of yen U.S. dollars
(Note 3)
March 31, 2014 2015 2015
Within one year................. ¥ 22 ¥ 22 $ 190
Over one year ................... 38 56 468
Total ..oooeeeiieieiieees, ¥ 61 ¥ 78 $ 657
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12. Financial Instruments
(For the fiscal year ended March 31, 2014)
1. Status of financial instruments
(1) Management policy
The Companies are mainly financed by their own funds for operating funds, and

manage fund surpluses through financial assets that have high levels of safety.

(2) Financial instruments, risk, and risk management
A Part of the cash and cash equivalnet is a foreign currency account and is exposed
to foreign currency risk.
“Notes and accounts receivable-trade” is exposed to credit risk in relation to
customers and trading partners. For such risk, pursuant to criteria for managing
credit exposure, the Companies have systems enabling the management of due
dates and balances of each customer and trading partner as well as the regularly
analysis of credit status.
“Deposits paid” is deposited to the Parent Company, based on fund policy.
“Securities” is mainly “held-to-maturity debt securities” and there is little credit
risk because the Companies invest in only securities which are high credit ratings
based on fund policy.
“Investment securities”, which is mainly stock in relation to customers and trading
partners for the purpose of the partnership business and capital alliance, is
exposed to credit risk and market price fluctuation risk. For such risk, the
Companies continuously review the analysis of fair value, customer’s financial

situation,and relation to customers.

“Current portion of long-term loans receivable from subsidiaries and associates” is
loaned to the parent company, based on fund policy.

Almost of “Notes and accounts payable-trade” and “Accounts payable-other” have
payment due dates within three months. “Lease obligations” related to finance

lease transactions have no fluctuation risk because it adopts fix interest rate.
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2. Fair value of financial instruments

The carrying amounts on the consolidated balance sheets, fair value, and differences

as of March 31, 2014 were as follows. In addition, financial instruments, of which it is

extremely difficult to measure the fair value, were not included (Please see “Note2.

Financial instruments of which the fair value is extremely difficult to measure”).

Millions of yen

March 31, 2014 Carying Fair value Differences
amount
Assets:
(1) Cash and deposits........cccoceuvrueurieeuniecnnee ¥ 1,971 ¥ 1,971 ¥ —
(2) Deposits paid.......c.cceeveeeeeeeceecreeeeeenene. 36,874 36,874 —
(3) Notes and accounts
receivable-trade.........cccccevvvvvviiivieeieinnnnnn. 41,086 41,086 —
(4) Securities and Investment securities:
(DHeld-to-maturity debt securities.............. 8,300 8,299 )
(@Marketable and investment securities.... 486 486 —
(5) Current portion of long-term loans
receivable from subsidiaries and
ASSOCLALES wevveiiiiiiiiiieeeeeeeeeee e 12,000 12,000 —
TOtaL oo ¥ 100,717 ¥ 100,716 (¥ 0)
Liabilities:
(6) Notes and accounts payable-trade......... 16,241 16,241 —
(7) Accounts payable-other ..........cccoeuvnne... 4,928 4,928 —
(8) Income taxes payable ..........cccocvvveuennne.. 3,949 3,949 —
(9) Lease obligations(*) .........cccecvvvevereerennnne. 2,042 2,075 32
Total...ccoovvveeeeeeeeeiiiieee e ¥ 27,161 ¥ 27,194 ¥ 32

*Lease obligations calculated by the simplified method (¥104 million) were excluded.
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Notel. Fair value measurement of financial instruments

(1) Cash and deposits, (2) Deposits paid, and (3) Notes and accounts receivable-trade

The carrying amount approximates fair value because of the short maturity of these
instruments.

(4) Securities and Investment securities

The fair value of equity securities equals quoted market price or the price provided by a
financial institution. The fair value of debt security approximates fair value because of
the short maturity of these instruments.

(Please see “Note 13. Investment Securities”)

(5) Current portion of long-term loans receivable from subsidiaries and associates
The fair value of “Current portion of long-term loans receivable from subsidiaries and
associates” is estimated based on the discounted amounts of future cash flows using

appropriate measures in which credit spread is added.

(6) Notes and accounts payable-trade, (7) Accounts payable-other, (8) Income taxes
payable

The carrying amount approximates fair value because of the short maturity of these
instruments.

(9) Lease obligations

Fair value equals to the present value of future cash flows discounted using the current
interest rate for similar lease contracts of comparable maturities and contract

conditions.

Note2. Financial instruments of which the fair value is extremely difficult to measure

Millions of yen

March 31, 2014

Non listed securities......ccoovevivierineineneeneneennnn. ¥ 4,770
Investment in funds......c..coeviiiiiiniiininnennn.. 72
Guarantee depositS.....ccveeiieeniieirenes crenvenennns ¥ 3,804

It is recognized that these do not have market values and that it is extremely difficult
to estimate future cash flows.
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Note3. The redemption schedule for monetary assets and held-to-maturity debt securities

after the balance sheet date

Millions of yen
March 31, 2014

Within one year

Cash and deposits.......cccoevveeeeeeeeiicnnnnnenn.. ¥ 1,971
Deposits paid .....cooeeeeeeeeeeeeeeiiiiiiee 36,874
Notes and accounts receivable-trade...... 41,086

Securities and Investment securities

Held-to-maturity debt securities
(Government bond) ..........ccceevrvererenennnns —
Held-to-maturity debt securities
(Corporate bond) .........ccocveveveerevenennnn. 6,000
Held-to-maturity debt securities
(Cash In trust) .ooveeeeeeeeeeeeeeeeeeeeen, 1,000
Held-to-maturity debt securities
(Certificate of deposit) .......ccoeveveuenee. 1,000

Current portion of long-term loans

receivable from subsidiaries and

ASSOCIALES ..evvieeiiiiieeeiiee e 12,000
Over one year within five years
Held-to-maturity debt securities
(Corporate bond) .....ccoeeeeeveeeeeeeeeeeenenn, ¥ 300

Note4. The repayment schedule for lease obligations after the balance sheet date

Millions of yen

March 31, 2014

Within one year ¥ 524
Over one year within two years 547
Over two years within three years 579
Over three years within four years 48
Over four years within five years 44
Over five years ¥ 403
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(For the fiscal year ended March 31, 2015)
1. Status of financial instruments
(1) Management policy
The Companies are mainly financed by their own funds for operating funds, and

manage fund surpluses through financial assets that have high levels of safety.

(2) Financial instruments, risk, and risk management
A Part of the cash and cash equivalnet is a foreign currency account and is exposed
to foreign currency risk.
“Notes and accounts receivable-trade” is exposed to credit risk in relation to
customers and trading partners. For such risk, pursuant to criteria for managing
credit exposure, the Companies have systems enabling the management of due
dates and balances of each customer and trading partner as well as the regularly
analysis of credit status.
“Deposits paid” is deposited to the Parent Company, based on fund policy.
“Securities” is mainly "held-to-maturity debt securities" and there is little credit
risk because the Companies invest in only securities which are high credit ratings
based on fund policy.
“Investment securities”, which is mainly stock in relation to customers and trading
partners for the purpose of the partnership business and capital alliance, is
exposed to credit risk and market price fluctuation risk. For such risk, the
Companies continuously review the analysis of fair value, customer’s financial

situation,and relation to customers.

“Short-term loans receivable from subsidiaries and associates” is loaned to the
parent company, based on fund policy.

Almost of “Notes and accounts payable-trade” and “Accounts payable-other” have
payment due dates within three months. “Lease obligations” related to finance

lease transactions have no fluctuation risk because it adopts fix interest rate.
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2. Fair value of financial instruments
The carrying amounts on the consolidated balance sheets, fair value, and differences
as of March 31, 2015 were as follows. In addition, financial instruments, of which it is
extremely difficult to measure the fair value, were not included (Please see “Note2.

Financial instruments of which the fair value is extremely difficult to measure”).

Millions of yen

March 31, 2015 Carrving Fair value Differences
amount
Assets:
(1) Cash and deposits........cccoceuvrueurieeuniecnnee ¥ 2,070 ¥ 2,070 ¥ —
(2) Deposits paid.......c.cceeveeeeeeeceecreeeeeenene. 31,875 31,875 —
(3) Notes and accounts
receivable-trade.........ccooceeniiiniiiinniiinnnn. 45,196 45,196 —
(4) Securities and Investment securities:
(DHeld-to-maturity debt securities.............. 3,000 2,988 (11)
@Marketable and investment securities .... 17,570 17,570 —
(5) Short-term loans receivable from
subsidiaries and associates ..........cc...c.... 12,000 12,000 —
15771 DU ¥ 111,714 ¥ 111,702 (¥ 11)
Liabilities:
(6) Notes and accounts payable-trade......... 15,972 15,972 —
(7) Accounts payable-other .................c........ 7,243 7,243 —
(8) Income taxes payable ........ccceevvvveennennee. 4,572 4,572 —
(9) Lease obligations(*) .........cccccoevvevevennnnn. 1,552 1,600 48
Total...cccvvvieeeeeeeeiiiieee e ¥ 29,340 ¥ 29,388 ¥ 48

*Lease obligations calculated by the simplified method (¥197 million) were excluded.
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Thousands of U.S. dollars (Note 3)

March 31, 2015 Canving Fair value Differences
amount
Assets!
(1) Cash and deposits........cccoevevveeveereeeennnnn. $ 17,229 $ 17,229 $ —
(2) Deposits paid......cccceveveieveeeeieeieeeeeenne. 265,255 265,255 —
(3) Notes and accounts
receivable-trade........ooovvveeiieiiiiiiiiiinnnnn. 376,108 376,108 —
(4) Securities and Investment securities:
(DHeld-to-maturity debt securities.............. 24,965 24,866 (98)
@Marketable and investment securities.... 146,217 146,217 —
(5) Short-term loans receivable from
subsidiaries and associates.................... 99,859 99,859 —
Total...cccvviveereeeeiiiiiieeeee e $ 929,633 $ 929,535 ($ 98)
Liabilities:
(6) Notes and accounts payable-trade......... 132,917 132,917 —
(7) Accounts payable-other ..........ccceeuvnnen.. 60,275 60,275 —
(8) Income taxes payable ........ccceevvvvennennnne. 38,050 38,050 —
(9) Lease obligations (*) .......ccccceveveirverrnnannn. 12,917 13,319 402
Total...cccovvvieeeeeeeeiiiieeeee e, $ 244,158 $ 244,561 $ 402

*Lease obligations calculated by the simplified method ($1,642 thousand) were
excluded.

Notel. Fair value measurement of financial instruments

(1) Cash and deposits, (2) Deposits paid, and (3) Notes and accounts receivable-trade

The carrying amount approximates fair value because of the short maturity of these

instruments.

(4) Securities and Investment securities
The fair value of equity securities equals quoted market price or the price provided by a
financial institution. The fair value of debt security approximates fair value because of
the short maturity of these instruments.

(Please see “Note 13. Investment Securities”)
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(5) Short-term loans receivable from subsidiaries and associates

The fair value of “Short-term loans receivable from subsidiaries and associates” is estimated

based on the discounted amounts of future cash flows using appropriate measures in

which credit spread is added.

(6) Notes and accounts payable-trade, (7) Accounts payable-other,

payable

(8) Income taxes

The carrying amount approximates fair value because of the short maturity of these

instruments.

(9) Lease obligations

Fair value equals to the present value of future cash flows discounted using the current

interest rate for similar lease contracts of comparable maturities and contract

conditions.

Note2. Financial instruments of which the fair value is extremely difficult to measure

Thousands of U.S.
Millions of yen
dollars (Note 3)
March 31, 2015 2015
Non listed securities........oveveviveinineininneninnnns ¥ 1,050 $ 8,743
Investment in funds..........ccooeviiiiiiiiinnn... 54 454
Guarantee depositS....cceiririieieieenns cenenenennn ¥ 3,720 $ 30,957

It is recognized that these do not have market values and that it is extremely difficult

to estimate future cash flows.
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Note3. The redemption schedule for monetary assets and held-to-maturity debt securities

after the balance sheet date

Millions of yen Thousands of U.S.
dollars (Note 3)
March 31, 2015 2015

Within one year

Cash and deposits.......ccceevvveeeeeeeeiccnnnnnennn. ¥ 2,070 $ 17,229
Deposits paid ....ccoeeeeeeeeeeeeeeeiiiiieeeee 31,875 265,255
Notes and accounts receivable-trade...... 45.196 376,108

Securities and Investment securities

Held-to-maturity debt securities
(Government bond) ..........cceververeennnes — —
Held-to-maturity debt securities
(Corporate bond) ..........ccccceeecuerernnennes 2,000 16,643

Short-term loans receivable from

subsidiaries and associates ................. 12,000 99,859

Over one year within five years

Held-to-maturity debt securities

(Corporate bond) .........cccoevvvvevecviveeeneennn, ¥ 1,000 $ 8,322

Note4. The repayment schedule for lease obligations after the balance sheet date

Millions of yen Thousands of U.S.
dollars (Note 3)

March 31, 2015 2015

Within one year ¥ 569 $4,743
Over one year within two years 601 5,004
Over two years within three years 71 593
Over three years within four years 66 552
Over four years within five years 40 333
Over five years ¥ 400 $ 3,334
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13. Investment Securities

Investment securities as of March 31, 2014 and 2015 were as follows:

(As of March 31, 2014)
(1) Held-to-maturity debt securities

Held-to-maturity debt securities for which carrying amount did not exceed fair value as
of March 31, 2014 were as follows:

Millions of yen

March 31, 2014 Carrying Fair value (ross unrealized
amount gains (losses)

Government bond................... ¥ — ¥ — ¥ —
Corporate bond..........c............ 6,300 6,299 (0)
Commercial paper ................ — — —
Cashin trust ........................ 1,000 1,000 —
Certificate of deposit.............. 1,000 1,000 —

Total......coovueueereennne ¥ 8,300 ¥ 8,299 (¥ 0

(2) Marketable and investment securities

Marketable and investment securities for which carrying amount exceeded or else not

exceeded fair value as of March 31, 2014 were as follows:

Millions of yen

Carrying Acquisition Gross unrealized
March 31, 2014
amount cost gains (losses)
Equity securities (gains) ........ ¥ 449 ¥ 325 ¥ 123
Equity securities (losses) ....... 36 59 (22)
Total....cccvvveeeieeennnns ¥ 486 ¥ 385 ¥ 100

Because it is recognized that Non listed securities and Investment in funds did not have

market values and that the market values were extremely difficult to determine, they

were not included in the chart above.
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(3) Other securities sold

Other securities sold for the fiscal year ended March 31, 2014 were as follows:

Millions of yen

Total gain Total loss
March 31, 2014 Amount of sale
on sale on sale
Equity securities ................... ¥ 322 ¥ 22 ¥ —
Total....cccccevvvveennninnnnnn. ¥ 322 ¥ 22 ¥ —

(As of March 31, 2015)
(1) Held-to-maturity debt securities

Held-to-maturity debt securities for which carrying amount did not exceed fair value as

of March 31, 2015 were as follows:

Millions of yen

March 31, 2015 Carrying Fair value (ross unrealized
amount gains (losses)

Government bond................... ¥ — ¥ — ¥ —
Corporate bond..........cccuuu...... 3,000 2,988 (11)
Commercial paper ................ — — —
Cash in trust ......ccoccevveennnn. — — —
Certificate of deposit.............. — — —

Total.....covveereeeann. ¥ 3,000 ¥ 2,988 (¥ 11)

Thousands of U.S. dollars (Note 3)

March 31, 2015 Cartying Fair value (ross unrealized
amount gains (losses)

Government bond................... $ — $— $ —
Corporate bond.........ccccceurenc 24,965 24,866 (98)
Commercial paper ................ — — —
Cash in trust .....cccccevveeennennn. — — —
Certificate of deposit.............. — — —

Total....cccovvveeeeeeeinnns $ 24,965 $ 24,866 ($ 98
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(2) Marketable and investment securities
Marketable and investment securities for which carrying amount exceeded or else not

exceeded fair value as of March 31, 2015 were as follows:

Millions of yen

Carrying Acquisition Gross unrealized
March 31, 2015
amount cost gains (losses)
Equity securities (gains) ........ ¥ 17,570 ¥ 4,256 ¥ 13,314
Equity securities (losses) ....... — — —
Total....ccccceveeenninnnne. ¥ 17,570 ¥ 4,256 ¥ 13,314

Thousands of U.S. dollars (Note 3)

Carrying Acquisition Gross unrealized
March 31, 2015
amount cost gains (losses)
Equity securities (gains) ........ $ 146,217 $ 35,419 $ 110,799
Equity securities (losses) ....... — — —
Total....ccovvvveeieeeinnnns $ 146,217 $ 35,419 $ 110,799

Because it is recognized that Non listed securities and Investment in funds did not have
market values and that the market values were extremely difficult to determine, they

were not included in the chart above.

14. Derivative Instruments

None
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15. Retirement Benefits

1. Summary of a retirement benefit scheme

The Company and its consolidated domestic subsidiaries have unfunded defined benefit

plans covering substantially all employees.

In addition to the plans, an extra retirement

payment may be provided. Some consolidated subsidiaries adopt the simplified method to

determine net defined benefit liability.

The Company and its certain consolidated subsidiaries have defined contribution pension

plans. In addition, some consolidated subsidiaries have subscribed to the employees’

pension fund by multi-employer plans.

2. Defined benefit plan

(1) The adjustment sheet of retirement benefit obligations (excluding simplified method)

Thousands of U.S.
Millions of yen
dollars (Note 3)

March 31, 2014 2015 2015
Retirement benefit obligations, beginning of year.... ¥ 13,329 ¥ 14,255 $ 118,626
Cumulative effects of changes in accounting
010) ST = T PR _ (244) (2,032)
Restated balance......c.ccccoevviviiiiiiiiiiiiiiiiiiiienen, 13,329 14,011 116,594
SEIVICE COSES.cuuirninniniiiiiiiiiiieiee et eeeaenees 1,050 1,202 10,008
Interest CoStS. vt v, 185 129 1,080
Accrued of the actuarial gain or 1oss..........cc.ene.... 569 717 5,970
Payment of retirement benefits..........cccoevvveninnnnn.. (879) (767) (6,385)
Accrued of the prior service CoSt....cocvrvreririrenenannn.. — — —
Other...ociiiiiiiiiiii e — — —
Retirement benefit obligations, ending of year.......... ¥ 14,255 ¥ 15,293 $ 127,268

(2) The adjustment sheet of net defined benefit liability that calculated by the simplified

method
Thousands of U.S.
Millions of yen dollars (Note 3)

March 31, 2014 2015 2015
Net defined benefit liability, beginning of year........ ¥ 1,066 ¥ 1,212 $ 10,090
Retirement benefit expense........ccoceeviiiienenennnnn. 179 200 1,672
Payment of retirement benefits.............c.ccen.n.. (33) (48) (407)
Net defined benefit liability, ending of year............. ¥ 1,212 ¥ 1,364 $ 11,355
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(3) The adjustment sheet that ending balance of retirement benefit obligations and pension

assets, amount of net defined benefit liability and asset

Thousands of U.S.
Millions of yen
dollars (Note 3)

March 31, 2014 2015 2015

Funded retirement obligations...........cccceeevvenenennnnn. ¥ — ¥ — $ —
Pension assets.....oiviviiiiiiiiiiiiiii e, — — —
Unfunded retirement obligations.............cocevuenenn.. 15,467 16,558 138,623

Net amount of liabilities and assets on the

consolidated balance sheet..........cccciviviiiiniinnnn.. 15,467 16,558 138,623

Net defined benefit liability..........ccoccoveiviniinninnn. 15,467 16,558 138,623

Net defined benefit asset.....ccvovveveiiiveiiiinininninenn.. — — —

Net amount of liabilities and assets on the

consolidated balance sheet..........cccoeveieiiiiininnn... ¥ 15,467 ¥ 16,558 $ 138,623

*Net defined benefit liability calculated by the simplified method is included.

(4) Break down of retirement benefit expenses

Thousands of U.S.
Millions of yen
dollars (Note 3)

March 31, 2014 2015 2015

SEIVICE COSTS . untiniitinietiietiiieteetereerereenenreneneenenns ¥ 1,050 ¥ 1,202 $ 10,008
Interest CoStS..uiuiiiiiiiiiiiiiiiii e, 185 129 1,080
Amortization of actual gain (108S).........ccevunevrvennnnn. 569 717 5,970

Amortization of prior service costs........cceeveenrnennnnn. — — —

Retirement benefit expense calculated by the

simplified method.........ccoveviiiiiiiiiiiiieen, 179 200 1,672

plan .................................................................. ¥ 1,985 ¥ 2,250 $ 18,731

(5) The assumptions used in the actuarial computation
March 31, 2014 2015

DiSCOUNT TAte...evtiriiiiiiiiiie e eeeeans 1.20% 0.61~0.72%
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3. Defined contribution plan

Annual contribution to the defined contribution plan (included the employees’ pension
fund by multi -employer plans) at March 31, 2014 and 2015 were ¥510 million and

¥529 million ($4,409 thousand), respectively.

16. Income Taxes

At the fiscal years ended March 31, 2014 and 2015, the significant components of

deferred tax assets were as follows:

Thousands of

Millions of yen U.S. dollars
(Note 3)
March 31, 2014 2015 2015
Deferred tax assets:
Net defined benefit liability...........ccccvvveen... ¥ 5,523 ¥ 5,415 $ 45,067
Provision for bonuses ..........cccceevevveeeniineennnns 2,142 2,281 18,983
Amortization of software costs .........cccuvuveeee. 791 933 7,767
Accrued enterprise taX.......ccccceveveviiiiiiiiiennnns 316 369 3,076
Elimination of unrealized profits on
consolidation.........ccceeeeeeiiiiiiiiiiieeecieeeee 177 155 1,291
Others ..o 758 830 6,913
Subtotal deferred tax assets.........ccc........ 9,710 9,985 83,097
Valuation allowance..........cccooeeeeiirvrvvnnnnn. (175) (190) (1,587
Total deferred tax assets ......ccccceeeueernnene ¥ 9,535 ¥ 9,795 $ 81,510
Deferred tax liabilities:
Valuation difference on available-for-sale
SECUTLIEIES ..vevieieeieiicicciciecc e, (74) (4,393) (36,559)
Total deferred tax liabilities.......ccc.e....... (74) (4,393) (36,559)
Net deferred tax assets.......ccccevvvveveiennnnnnnnnn. ¥ 9,461 ¥ 5,401 $ 44,951
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At the fiscal years ended March 31, 2014 and 2015, the significant differences between the

statutory tax rate and the company’s effective tax rate was as follows:

Percent

March 31, 2014 2015

Effective statutory tax rate 38.0% 35.6%
Adjustments:

Permanent non-deductible expenses...........ccccceeivininnnnen.. 1.7% 1.2%
Permanent non-taxable inCOMe ..............ccccvevevevevevrvrrirenennn. 0.2)% 0.1)%
Inhabitants tax per capita.......ccoovviiiiiiiiiiiiiiiiiiiieeen, 0.4% 0.3%
Amortization of goodWill.......cceviviviiiiiiiiiiiiiiiiinineeae, 0.5% 0.4%
Tax dedUCtionsS. ...ceueeinieiniiiiiii e 0.9% 0.7%
Decrease in deferred tax assets due to tax rate changes...... 1.6% 5.2%
Others. .. oo 0.6% 0.6%
Effective income tax rate.......cceceveuiiiiuiiiiiiiiennininninnen. 41.6% 42.4%

In accordance with the promulgation on March 31, 2015, of the Act on Partial Revision of the
Income Tax Act and the Act on Partial Revision of the Local Tax Act, the effective statutory
tax rate of 35.6% utilized in the previous consolidated fiscal year for the computation of
deferred tax liabilities for the current conslidated fiscal year (applied only to assets and
liabilities to be recovered or settled on or after April 1, 2015) has been revised from 35.6%
utilized in the previous consolidated fiscal year to 33.1% for assets and liabilities to be
recovered or settled during the period of April 1, 2015, to March 31, 2016, and to 32.3% for

assets and liabilities to be recovered or settled from April 1, 2016, and thereafter.

As a result of this change, deferred tax assets (net of deferred tax liabilities) decreased by
¥403 million ($3,355 thousand), income taxes-deferred at fiscal year-end increased by ¥851
million ($7,086 thousand), and valuation difference on avaliable-for-sale securities increased
by ¥448 million ($3,730 thousand), respectivery.

17. Application of Accounting Standards for Asset Retirement Obligations
The Companies have obligations to restore original conditions mainly to the corporate
head quarter buildings under the rental contracts. However, the useful period of those are
unclear and the Companies have no relocation plan. Therefore, it is difficult to estimate
the asset retirement obligations reasonably, and the asset retirement obligations were not
recorded at the period ended March 31, 2014 and 2015.
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18. Segment Information
(For the fiscal year ended March 31, 2014 and 2015)
(1) Segment information
The Companies respond to customer needs through the supply of a variety of
information services ranging from information system planning through software
development, hardware selection, system operation and system support. Based on the
similarities in the type and nature of business, the Companies’ business constitutes a

single segment and accordingly, industry segment information was not disclosed.

(2) Related information

(DSales of each business line

Thousands of

Millions of yen U.S. dollars
(Note 3)
March 31, 2014 2015 2015
Business SoIUutions ......cccooeeeeeeeeiieieeeiiiiieeeeeeeeeenn, ¥ 107,678 ¥ 128,961 $ 1,073,155
Platform Solutions........ccccccovviiiiiiiiiiiiiiiiiiiiiinenn, 21,303 20,469 170,341
Business Services.....coooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenn, 50,971 56,364 473,199
TOtAL...veeveevieieeeeeeeeeeeeeeeeeeeeeieeas ¥ 179,953 ¥ 206,295 $ 1,716,695

@Geographic segment information
1) Sales
The domestic proportion in relation to all segments was in excess of 90% in terms
of net sales. Accordingly, geographic segment information was not separately
disclosed.

2) Property, Plant and Equipment
Property, plant and equipment information by geographic segment was not
separately disclosed since property, plant and equipment in Japan accounted for
over 90% of property, plant and equipment on the consolidated balance sheets.

@Information by major customers

Thousands of

Millions of yen U.S. dollars
(Note 3)
March 31, 2014 2015 2015
Nippon Steel & Sumitomo Metal Corporation.. ¥ 29,648 ¥ 35,649 $ 296,660

(3) Information on impairment loss in noncurrent assets by business segment
None
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(4) Information on amortization of goodwill and unamortized balance by business segment

Thousands of

Millions of yen U.S. dollars
(Note 3)
March 31, 2014 2015 2015
Amortization of goodwill...............coovviivineineennn, ¥ 166 ¥ 188 $ 1,567
Balance at end of period .......cccccceeeevvveecinnnnn..., ¥ 2,453 ¥ 2,280 $ 18,974

(5) Information on negative goodwill by business segment
None
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19. Related Party Transactions
Related party transactions during the years ended March 31, 2014 and 2015 were as
follows:

(1) Parent company

March 31, 2014 2015
Name of the company..........cccceeeevveeevveeennnnnn, Nippon Steel & Sumitomo Nippon Steel & Sumitomo Metal
Metal Corporation Corporation
AdAress.....oovevieniiiniiii Chiyoda-ku Tokyo Chiyoda-ku Tokyo
Common stock amount.........cccevveeeeeeeeinnenn.n ¥ 419,524 million ¥ 419,524 million
Type of bUSINESS ....eoveveieiirieeieieeiesieeienieeaes Manufacturing and selling Manufacturing and selling steel
steel products products
Equity share percentage of the Company 67.00% (direct) 62.40% (direct)
Relationship......cccoeecieeiiiiiiniiieiiieeiceeeen Sales of systems integration services, Sales of systems integration services,
Deposit of funds ,Loan, Deposit of funds, Loan,
Directors and auditors who have Directors and auditors who have a
a position in both companies position in both companies,

Purchase of treasury shares by

tender offer

Transaction amounts:

Sales of systems integration services........ ¥ 28,095 million ¥ 33,956 million
($ 282,570 thousand)

Money deposited.........c.oerriereririeenierenienenns ¥ 59,571 million ¥ 66,850 million
($ 556,295 thousand)

Money refunded...........ccceevveeerivieenciieeenneenns ¥ 45,601 million ¥ 71,950 million
($ 598,735 thousand)

Interest income of deposits .........ccovevvenenne. ¥ 71 million ¥ 101 million
($ 847 thousand)

¥ 126 million ¥ 84 million

Interest income of loans...........ccccevveeennennn.
($ 707 thousand)

— ¥ 19,999 million

Purchase of treasury shares ....................
($ 166,341 thousand)

Balances at fiscal year-end:

Accounts receivable ...........c.cccoeeiiiiiiiinienn, ¥ 2,419 million ¥ 2,750 million
($ 22,889 thousand)
¥ 6,054 million ¥ 8,638 million

Advanced receipts........ccceevvieriieniienieenenn,
($ 71,882 thousand)

¥ 36,874 million ¥ 31,875 million

Deposits paid.....cccccveeeeeieeeiiieeeiee e,
($ 265,255 thousand)

Current portion of long-term loans
receivable from subsidiaries and

ASSOCIALES.cvvveeviveeeeieteeteeteeeee et eseereens ¥ 12,000 million o

Short-term loans receivable from
— ¥ 12,000 million

($ 99,859 thousand)

subsidiaries and associates .............ccoc.u....

* Consumption taxes are not included in the amount of transaction and are included in the amount of balances.

* The terms and conditions applicable to the above transactions were determined on an arm's length basis and
with reference to normal market prices.

* Purchase of treasury shares were conducted by the method of the tender offer with the price as 3,080 yen per
common share, based on the resolution at the meeting of the Board of Directors held on December 3, 2014.
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20. Per Share Information

U.S. dollars
yen
(Note 3)
March 31, 2014 2015 2015
Net assets per share........ ¥ 1,836.70 ¥ 2,011.76 $16.74
Net income per share....... ¥ 133.43 ¥ 176.48 $1.47

(Notes) The basis for calculating net income per share were as follows:

Thousands of

Millions of yen U.S. dollars
(Note 3)
March 31, 2014 2015 2015
Net INCOMEe. ..t eeeeaees ¥ 7,071 ¥ 9,077 $ 75,5637
Net income attributable to common stock............. ¥ 7,071 ¥ 9,077 $ 75,637

The average number of common stocks (shares)..... 52,997,522 51,965,598

*As described in “Changes in Accounting Principles Accompanyuing Revisions in Accounting Standards”,
the Company applied the Retirement Benefits Accounting Standard, and complied with transitional
treatment as prescribed in Section 37 of the Retirement Benefits Accounting Standard. As a result, net

assets per share for the fiscal year ended March 31, 2015 increased by ¥2.31 ($0.02), and net income per
share decreased by ¥1.15 ($0.01), respectively.

21. Subsequent Events

There have been no material events subsequent to March 31, 2015.
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