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NS SOLUTIONS CORPORATION
UNAUDITED CONSOLIDATED BALANCE SHEETS
March 31. 2012 and 2013

Thousands of U.S.

dollars
Millions of yen (Note 3)
2012 2013 2013
Assets
Current assets:
Cash and deposits .....c.ceveveviiiiiiiiiiiiiiiieieeaann, ¥3,582 ¥3,321 $35,314
Deposits paid c.o.eiviiiiiiiiiiiiii e 23,390 22,832 242,766
Notes and accounts receivable-trade ................. 34,986 39,041 415,115
SECUTIEIES tuvviriieiiiitiieiiiieienr e eneeneenenn, 11,906 7,999 85,053
Work in process (Note 5).....cceuuviiuniiinniiiineeennnns 11,363 12,673 134,753
Raw materials and supplies ......c.cccvvveveeninenen.. 102 321 3,419
Deferred tax assets ....ocoevvvveiiiiiiieneiniiinnenennn.. 3,289 2,954 31,411
(0173 872 1,213 12,901
Allowance for doubtful accounts ..............c.u..... (16) (32) (348)
Total current assets ......oeevvvieeeiniinennennennn. 89,478 90,324 960,383
Noncurrent assets:
Property, plant and equipment :
Buildings and structures, net..............coeeuen.n.. 7,926 13,406 142,546
Machinery, equipment and vehicles, net............ 2 1 19
Tools, furniture and fixtures, net..................... 3,096 3,386 36,009
Land (NOtE 5)....veeeeererriereeariiiieeeeeiiieeeeeennnes 2,778 2,778 29,540
Lease assets, Net..iviviiiiiiiiiiiiiiiiciieeenen, 860 628 6,679
Construction In ProgresSS...cceeeeeeeeereneeeenenennns 4,201 559 5,950
Total property, plant and equipment (Note 5)... 18,865 20,760 220,743
Intangible assets:
SOfEWATC. vttt it ereenenes 1,223 1,396 14,843
GOOAWILL cvuviiiiiiieieieeeeee e, 2,682 2,617 26,765
Lease assets...civiiiiiiiiiiiiiieicceeeee e 174 — —
Other .ovieieiiie e 57 46 490
Total intangible assets ......ccceeveviiininininnnnnn. 4,137 3,959 42,098
Investments and other assets:
Investment securities (Note 5) ......cccevnervnnnnnnn. 6,821 8,491 90,283
Long-term loans receivable from subsidiaries
and affiliates ....oovveveiniiiiiieee, 12,000 12,000 127,592
Deferred tax assets .o.vovveviviininiieininiiieniinnene, 5,370 5,711 60,726
Guarantee deposits .....oeveeriieneeneneneereneneenennn.. 3,496 3,486 37,075
Other v, 384 474 5,044
Allowance for doubtful accounts ............cccoun..... (79) (86) 917)
Total investments and other assets ................ 27,994 30,077 319,803
Total noncurrent assets ........ccceeeveveiiinenennnnnn.. 50,997 54,797 582,644
Total aSSetS vuuueiiriiiiiiiiiiiiiiiiieieeaieeannan. ¥140,475 ¥145,121 $1,543,027

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)
2012 2013 2013
Liabilities
Current liabilities:
Notes and accounts payable-trade ..................... ¥13,874 ¥12,891 $137,072
Lease obligations ........cooeviiiiiiiiiiiiiniiiieennnn. 468 75 805
Accounts payable-other ............cccooiveiiiiininin.... 3,932 4,456 47,383
Income taxes payable .....c.cocevvviiiiiiiiinininininnnn, 3,199 1,974 20,990
Advances received .....ovvviiiiiiiiiiiiiiiiie, 7,548 8,258 87,815
Deposits received ......c.oeveeiiiiiiiiiiiieieieieieieenns 418 404 4,305
Provision for bonuses ......ccocveviiiiiiiiiiiiiiininnen.. 5,762 5,796 61,631
Provision for loss on order received (Note 5)....... 462 302 3,216
Allowance for program product warranty ......... 151 156 1,668
Other cuvneeiee e, 4 4 47
Total current liabilities ......ccocvvviveiiiiieiinennen. 35,823 34,321 364,932
Noncurrent liabilities:
Lease obligations ......cccveeviviiiiiiinininiiiieenennn. 669 604 6,432
Provision for retirement benefits ...........c..c....... 13,123 14,396 153,070
Provision for directors' retirement benefits ....... 183 185 1,972
Other cuineniii e 21 41 445
Total noncurrent liabilities .........cccoevvvenennen. 13,997 15,228 161,919
Total liabilities .....ccceviiiiiiiiiiiiiiiiieieieeeeee, 49,821 49,550 526,851
Net assets
Shareholders' equity:
Capital StoCK .vvvviviniiiiiiiiiiiiiicr e, 12,952 12,952 137,722
Capital surplus .....ceoeveiiiiiiiiiiiiiceeeee, 9,950 9,950 105,799
Retained earnings ......coceeevvviniiininenenininnnnnnenns 66,071 70,544 750,079
TreasuUry SEOCK .uuevvvuneirreeirineeiiieeenineeenannnnn (4) (4) (45)
Total shareholders' equity ......cccoevvvviennnnnnnn.. 88,970 93,443 993,555
Accumulated other comprehensive income:
Valuation difference on available-for-sale
SECUTIEIES +evvuniivnnieiiieeiei e et eeeieeeeaeeeraneeens (56) 72 766
Revaluation reserve for land (Note 5).................. (1,276) (1,276) (13,578)
Foreign currency translation adjustment ......... (25) (3 (36)
Total accumulated other comprehensive income ... (1,359) (1,208) (12,848)
Minority interests 3,042 3,335 35,469
Total Net asSets v.vvvvevriiiiiiiiieieeieeeneenenns 90,654 95,571 1,016,177
Total liabilities and net assets ....ocvvvvvvinnennnn. ¥140,475 ¥145,121 $1,543,027

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 31,2012 and 2013

Thousands of U.S.

dollars
Millions of yen (Note 3)
2012 2013 2013
Net Sales .oviniiiiiiiiiiii e ¥161,579 ¥172,005 $1,828,871
Cost of sales (NOtE B) ......cceeevvvuneeiiiiieeeiiiiieee e e e, 130,826 140,676 1,495,765
(€0 02 5 0) i1 30,752 31,328 333,105
Selling, general and administrative expenses (Note 6) ..... 19,997 20,196 214,745
Operating iNCOME .......ccevviiuiiiniiietiiieieeeineeieeeeneneanenennns 10,755 11,131 118,360
Non-operating income:
INtErest INCOIME .uvineiiii i e e enreneens 226 241 2,672
Dividends INCOMIE .ouuiiniiniiiiiiiie et eeeeans 150 149 1,588
Gain on sales of investment SECUTItIES ..o.vvvviviininiiiininieininennnne. — 97 1,034
SUDSIAY TMCOME «evivnitiininirieieieieeiereeeiee et eereeneneeaeneraenaanens 70 70 754
(017 013 O 89 21 234
Total non-operating INCOME ......cceuvuiuiuiuieiiiiiininieinenenenenenenes 536 581 6,181
Non-operating expenses:
Interest @XPenses .o.vuvieeir e 51 25 275
Loss on valuation of investment securities............coceevevnenennn.n. 20 — —
Equity in losses of affiliates.......cccoevveiiiiiiiiniiiiiiiiiiiiiieen, 17 2 22
Loss on retirement of noncurrent assets .......ccceoeveevineneenenennn.. 13 27 292
Foreign exchange 1oSSes ...covvveuviiiiiiiiiniiiiieiee e — 9 100
Office transfer eXPenses.....coeuveieriieiiiieiiieieeeireeeeeeeeeeens — 14 149
(09 Y=Y PSP 40 7 84
Total non-operating eXPenSes ......veeeueeenreenrenenrenenereeneenennns 142 86 921
Ordinary INCOIME ......cceoevnerniinernrinrenernernreneeneeneeaeeeaenneeneenns 11,149 11,626 123,620
Income before income taxes and minority interests ..... 11,149 11,626 123,620
INcome taxes CUTTENT c.vveiiiiiiiiiiii i e ennenns 5,701 4,739 50,388
Income taxes-deferred ..........ccooeviuiiiiiiiiiiiiiiiiiieeeea, 33 (76) (812)
Total INCOME LAKES wuviriintiiiiii ittt eireneeneeneeneenns 5,734 4,662 49,576
Income before minority interests .............cooceveuveenennnne.. 5,414 6,963 74,044
Minority interests in iNCOME .....ceveeeenineneneeneneneneneneennnn. 229 370 3,944
NEt INCOMIE .iviininiiitii ittt ete e eieeeeteeeneeenaenenaeanns ¥5,185 ¥6,592 $70,100
|
The accompanying notes are an integral part of these financial statements.
U.S. dollars
Yen (Note 3)
2012 2013 2013
Net income per share ¥97.84 ¥124.40 $1.32
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NS SOLUTIONS CORPORATION
UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the fiscal years ended March 31,2012 and 2013

Thousands of U.S.

dollars
Millions of yen (Note 3)
2012 2013 2013
Income before minority interests .........co.ceeeeviveeviiiniinrinnennennns ¥5,414 ¥6,963 $74,044
Other comprehensive income:
Valuation difference on available-for-sale securities.................. (22) 128 1,371
Foreign currency translation adjustment...........ccccceviiiieinian... (1) 24 262
Total other comprehensive income (Note 7).........cccvuverneennnnns (23) 153 1,633
Comprehensive INCOIME .........cuvvnirniiniinrereereenreeeeeeenaenann ¥5,390 ¥7,117 $75,677
Comprehensive income attributable to:
Comprehensive income attributable to owners of the parent...... 5,161 6,743 71,704
_Comprehensive income attributable to minority interests......... ¥229 ¥373 $3,973

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 years ended March 31,2012 and 2013

Thousands of U.S.
dollars
Millions of yen (Note 3)
2012 2013 2013
Shareholders' equity:
Capital stock
Balance at the beginning of current period...........c.ccovvvvenen. ¥12,952 ¥12,952 $137,722
Changes of items during the period
Total changes of items during the period ..............c.ceun.n... — — —
Balance at the end of current period ..........cccevvevviiiiinnnnnn... 12,952 12,952 137,722
Capital surplus
Balance at the beginning of current period........................ 9,950 9,950 105,799
Changes of items during the period
Total changes of items during the period ................ceue.n... — — —
Balance at the end of current period .........cccevviiiviiieninininn.n. 9,950 9,950 105,799
Retained earnings
Balance at the beginning of current period........................ 63,006 66,071 702,519
Changes of items during the period
Dividends from SUFPIUS ...ccceervuuverreeereeniiiiiiieeeeeenieeeeenn (2,119) (2,119) (22,540)
NEt INCOME tuinintitire it ittt et et eeeteeenaeeenerieaananans 5,185 6,592 70,100
Total changes of items during the period ................ennen... 3,065 4,472 47,559
Balance at the end of current period .........cccevvveviiiiinnenn... 66,071 70,544 750,079
Treasury stock
Balance at the beginning of current period..........ccoeeeeun..... (4) (4) (45)
Changes of items during the period
Purchase of treasury StOCK ......oeeeivvvueeeereriieeeeeirieeiineeeeens (0) (0) (0)
Total changes of items during the period ...........cocoveveeenn. 0) 0) 0)
Balance at the end of current period ..........ccovevevvnivenrennnnn. (4) (4) (45)
Total shareholders' equity
Balance at the beginning of current period.............ccceueen.n. 85,905 88,970 945,996
Changes of items during the period
Dividends from SUIPLUS t.veueeventereneeeeeeeeereeeeeeeeeeeeeneenns (2,119 (2,119 (22,540)
JA\LE] 7 ' U e) ' 1< S P 5,185 6,592 70,100
Purchase of treasury StOCK .......vveevvvveeeeiiviieeeeiivieeiinneeenns (0) (0) (0)
Total changes of items during the period ..........cccceveene.n. 3,065 4,472 47,559
Balance at the end of current period ...........cccoevvveiuinininannn... ¥88,970 ¥93,443 $993,555

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)
2012 2013 2013
Accumulated other comprehensive income:
Valuation difference on available-for-sale securities ........
Balance at the beginning of current period............cccouveeen.. (¥34) (¥56) ($604)
Changes of items during the period
Net changes of items other than shareholders' equity ... (22) 128 1,371
Total changes of items during the period ................... (22) 128 1,371
Balance at the end of current period ..........covevvvvvnriunnennns (56) 72 766
Revaluation reserve for land
Balance at the beginning of current period............ccceuveeun.. (1,276) (1,276) (13,578)
Changes of items during the period
Net changes of items other than shareholders' equity ... — — —
Total changes of items during the period ................... — — —
Balance at the end of current period ..........covevvvvenreunnennns (1,276) (1,276) (13,578)
Foreign currency translation adjustment
Balance at the beginning of current period.............cccuveun.. (23) (25) (270)
Changes of items during the period
Net changes of items other than shareholders' equity ... (1) 21 233
Total changes of items during the period ................... (1) 21 233
Balance at the end of current period ..........covevuvvenriunnennns (25) (3) (36)
Total accumulated other comprehensive income
Balance at the beginning of current period.............ccouveun.. (1,335) (1,359) (14,452)
Changes of items during the period
Net changes of items other than shareholders' equity ... (23) 150 1,604
Total changes of items during the period ................... (23) 150 1,604
Balance at the end of current period ..........covevvvenrvunnnnnns (1,359) (1,208) (12,848)
Minority interests:
Balance at the beginning of current period........................ 2,880 3,042 32,350
Changes of items during the period
Net changes of items other than shareholders' equity .... 161 293 3,119
Total changes of items during the period ........................ 161 293 3,119
Balance at the end of current period ...........cccevveieieieninannnn. 3,042 3,335 35,469
Total net assets:
Balance at the beginning of current period........................ 87,451 90,654 963,895
Changes of items during the period
Dividends from SUFPIUS ..ueevnevneeniiniiiniiineeineeineeineeineeanes (2,119 (2,119 (22,540)
NEt INCOME .euvnininininiietiieieirieieeeieeeeeeeeetneneaenenenen 5,185 6,592 70,100
Purchase of treasury Stock ........coveuvvveniiuniiineiineinnnnnn. ) ) )
Net changes of items other than shareholders' equity .... 138 444 4,723
Total changes of items during the period ........................ 3,203 4,917 52,282
Balance at the end of current period ..........cccveveieieenannn.... ¥90,654 ¥95,571 $1,016,177

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

For the fiscal years ended March 31,2012 and 2013

Thousands of U.S.

dollars
Millions of yen (Note 3)
2012 2013 2013
Net cash provided by (used in) operating activities:
Income before income taxes and minority interests ... ¥11,149 ¥11,626 $123,620
Depreciation and amortization .............cceeeeeinenn e, 2,440 3,219 34,229
Amortization of goodwill ..........ccovviiiiiiiiiiiiiiiiniinnn.. 165 165 1,755
Increase (decrease) in allowance for doubtful accounts 0 23 247
Increase (decrease) in provision for bonuses ............... (116) 33 361
Increase (decrease) in provision for retirement benefits 1,279 1,272 13,531
Increase (decrease) in provision for directors'
retirement benefits ...........c.ooooiiii 8 2 22
Increase (decrease) in other provision ..................... (70 (154) (1,640)
Interest and dividends income ..........cceeiiiiiiininnnnn. (376) (391) (4,159)
Interest eXPenses ....covvieveiieiiiiiiriiriiieiierreie e 51 25 275
Loss (gain) on sales of investment securities ............ — (Cl) (1,034)
Loss (gain) on valuation of investment securities ...... 20 — —
Equity in (earnings) losses of affiliates ..................... 17 2 22
Loss on retirement of noncurrent assets .................. 13 27 292
Decrease (increase) in notes and accounts
receivable-trade ........oooiiiiiiiiiiiie e (603) (4,041) (42,972)
Decrease (increase) in inventories .........coveuveuuvvnvennes (1,360) (1,506) (16,016)
Decrease (increase) in other current assets ............... (212) (336) (3,577
Increase (decrease) in notes and accounts
PAYAbletrade........uuveeiiriieeeeiiiie e 1,163 (990) (10,532)
Increase (decrease) in other current liabilities ............ 1,281 1,302 13,854
Other, NEt ..uvuieiii i aeaans 49 3 33
Subtotal ...eeeiiii e 14,900 10,186 108,309

Interest and dividends income received ..................... 414 398 4,237
Interest expenses Paid .......ooevveviueeiineeeeiinieneeinnenns (51) (25) (275)
Income taxes Paid ..........oooeeuuniiineiiiiiiniiiieeieni. (5,336) (6,063) (64,473)

Net cash provided by (used in) operating activities ...... 9,927 4,495 47,798

Net cash provided by (used in) investing activities:

Purchase of Securities ........cveveveveiiiinineiiiiieeiieieneenans (10,007) (7,998) (85,045)
Proceeds from redemption of securities ..................... 7,000 11,000 116,959
Purchase of property, plant and equipment and
intangible aSSets .....ccviveiiiiiiiiniiei e (6,290) (5,109) (54,322)
Purchase of investment securities ..........ccoeeveuenennen.. (1,221) (2,498) (26,570)
Proceeds from sales of investment securities — 116 1,236
Proceeds from redemption of investment securities ... 1,000 — —
Payments for guarantee deposits ........cceevevneninennn.n. 18) (34) (369)
Proceeds from collection of guarantee deposits ......... 66 44 478
Oher, Nt ..vvereeueieeeeiietieeessiieeeesasiieeeeeaiireaaaanenes 27) (72) (771)

Net cash provided by (used in) investing activities ...... (¥9,498) (¥4,552) ($48,405)

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)
2012 2013 2013
Net cash provided by (used in) financing activities:

Purchase of treasury StoCK ..........c.oevevreeeuierreerneeseeesennnnns (¥0) (¥0) (30
Cash dividends paid ......ccooeviiiiiiiiiiiie i e (2,119 (2,119) (22,540)
Cash dividends paid to minority shareholders .................... 67 (80) (854)
Repayments of lease obligations ..........cceeeueeieiiniununennennnn. (451) (473) (5,036)
Net cash provided by (used in) financing activities .............. (2,639) (2,673) (28,431)
Effect of exchange rate change on cash and cash equivalents ... ) 10 116
Net increase (decrease) in cash and cash equivalents ................. (2,211) (2,720) (28,923)
Cash and cash equivalents at beginning of period ............. 33,084 30,872 328,259
Cash and cash equivalents at end of period (Note 9) ......... ¥30,872 ¥28,152 $299,336

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 67.0% of the Company’s voting
rights, as of March 31, 2013.

*On October 1, 2012, Nippon Steel Corporation and Sumitomo Metal Industries, Ltd. have 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.
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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
¥94.05 = U.S. $1, the effective rate of exchange prevailing at March 29, 2013, 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.
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NS SOLUTIONS CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

4. Summary of Significant Accounting Policies
(1) Principles of consolidation
The consolidated financial statements for the fiscal year ended March 31, 2013,

include the accounts of the Company and its 17 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

NS SLC Service Corporation

NS FMC Corporation

Financial Engineering Group, Inc.

NCI Systems Integration, Inc.

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

NS Solutions Asia Pacific Pte. Ltd.

Thai NS Solutions Co., Ltd.

NS Solutions IT Consulting Europe Ltd.

Thai NS Solutions Co., Ltd. and NS Solutions IT Consulting Europe Ltd.
were established and included in the scope of consolidation from forth
quarter of the fiscal year ended March 31, 2013.

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 Software (Shanghai) Co., Ltd.,
NS Solutions USA Corporation, NS Solutions Asia Pacific Pte. Ltd., Thai NS
Solutions Co., Ltd., and NS Solutions IT Consulting Europe Ltd. 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.

(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, 2013 as listed below:
Hokkaido High Information Technology Center Co., Ltd.

Himawari Operation Enterprise Corporation.
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NS SOLUTIONS CORPORATION
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(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.

(8) 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.
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(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.

(13) Retirement benefits
(a) Provision for retirement benefits
The employees of the Company and its major consolidated subsidiaries are generally
covered by defined benefit pension plan under which retiring employees are entitled
to lump-sum payments determined by reference to current rates of pay, length of

service and conditions under which the termination occurs.
Accrued employees’ retirement benefits of the Company and its major consolidated

subsidiaries are provided based on the estimated present value of projected benefit

obligations.
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Net obligation at translation on the employees’ retirement benefits plan is charged to
income or expense as incurred.

Actuarial gains (losses) are charged to income or expense as incurred.

(b) 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.

(14) 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.

(15) 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.

(16) 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.

(17) Accounting for consumption tax
Consumption tax is excluded from the figures of the accompanying financial

statements.

(18) Accounting standards and relevant regulations that are not yet adopted
1. Overview
* The “Accounting Standard for Retirement Benefits” (ASBJ Statement No.26, May
17, 2012)
* The “Guidance on Accounting Standard for Retirement Benefits” (ASBJ Guidance
No.25, May 17, 2012)
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2. Scheduled date for adoption
The Companies expects to apply the accounting standard and relevant regulations
from the fiscal year ending March 31, 2014. However, The Companies expects to apply
the revision for the calculation method of retirement benefit obligation and services

costs from the fiscal year beginning on or after April 1, 2014.

3. Effects of adoption of new accounting standards and relevant regulations
Effects of the adoption of the new accounting standards and relevant regulations
on consolidated financial statements when preparing those statements are

currently under assessment.

(19) Changes in presentation
(Consolidated Balance Sheets)

At the fiscal year ended March 31, 2013, the Companies reclassified the balance of
accrued expenses and accounts payable-other due to the merger of the parent
company.
As a result of this reclassification, “Accrued expenses” is included in “Other” for the
fiscal year ended March 31, 2013 due to decrease in materiality.
Additionally, ¥2,705 million included in “Accrued expenses” in the consolidated
balance sheets for the fiscal year ended March 31, 2012 was presented as “Accounts
payable-other” of ¥2,700 million and “Other” of ¥4 million.

(20) Change in accounting policies

(Changes in accounting principles that are difficult to distinguish from changes in

accounting estimates)
In accordance with the amendment of the Corporation Tax Law, effective from the
first quarter of fiscal year ended March 31, 2013, the Companies have changed their
depreciation method for those property and equipment acquired on or after April 1,
2012.
As a result of this change, operating income, ordinary income and income before

income taxes and minority interests increased by ¥183 million ($1,947 thousand).
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5. 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 ¥13,464 million and ¥14,861 million ($158,017 thousand) at March 31, 2012 and
2013, respectively.

(2) Investment in non-consolidated subsidiaries and affiliates
Investment in non-consolidated subsidiaries and affiliates were ¥15 million and ¥17
million ($190 thousand) on March 31, 2012 and 2013, 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 difference between the fair value and book value as of March 31, 2012 and

2013 amounted to ¥183 million and ¥186 million ($1,986 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 ¥233
million and ¥225 million ($2,395 thousand) on March 31, 2012 and 2013, respectively.
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6. Notes to Consolidated Statements of Income
(1) Reductions in book value from reduced profitability of inventory assets
The cost of sales for the fiscal year ended March 31, 2012 included ¥802 million of
inventory write-down. It was omitted for the fiscal year ended March 31, 2013 due to

decrease in materiality.

(2) Selling, General and Administrative Expenses
The main components of selling, general and administrative expenses for the fiscal
years ended March 31, 2012 and 2013 were as follows:

Thousands of

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

March 31, 2012 2013 2013

Salaries and allowances ......ccooeeeeeeeeeeeeeeeeeeeeeennn, ¥ 7,346 ¥ 7,333 $ 77,970
Provision for bonuses.............ccccccoeeveiiii 1,132 1,111 11,814
Retirement benefit expenses..........cccoeeevvveeeennnnn, 619 654 6,963
Provision for directors' retirement benefits....... 37 30 325
Depreciation and amortization ......................... 175 139 1,483
Amortization of goodwill.............cceeveuiiiieeiiennnnnn, 165 165 1,755
Operating expense for acceptance of orders...... 3,284 3,113 33,102
Provision of allowance for doubtful accounts .... ¥0 ¥ 15 $ 165

(8) 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, 2012 and 2013 amounting to ¥1,551 million and ¥1,531 million
($16,280 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, 2012 and 2013 amounting to ¥462 million and ¥302 million ($3,216

thousand), respectively.
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7. 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, 2012 and 2013 were as

follows:
Thousands of
Millions of yen U.S. dollars
(Note 3)
March 31, 2012 2013 2013
Valuation difference on available-for-sale
securities:
Amount recognized in the period under
TEOVIEW «eeeeeeeeeeeeee et e et e e et e e et e e eaeeeeraaeeeennns (¥ 30) ¥ 297 $ 3,164
Amount of recycling ........cccccceevveeiiiieeieeeeiininn — (97) (1,034)
Before income tax effect adjustment.............. (30) 200 2,130
Amount of income tax effect.......cc.cccoveennen, 7 (71) (759)
Valuation difference on available-for-sale
SECUTITIES +nveeteeeeeeeeeeeee et e e e eeeeeeeeee e (22) 128 1,371

Foreign currency translation adjustment:

Amount recognized in the period under
TEVIEW ouvvtieisiietesetseeeesese et ese e seseaens (1 24 262

Amount of recycling ........ccceeeevvvviiniiieeieeeeeeiiinn — — —

Before income tax effect adjustment.............. (1 24 262
Amount of income tax effect..........ccceeeenieen, — — —
Foreign currency translation adjustment...... (1) 24 262

Total other comprehensive income.......... (¥ 23) ¥ 153 $ 1,633
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8. Notes to Consolidated Statements of Changes in Net Assets
(For the fiscal year ended March 31, 2012)
(1) Information on issued shares

The number of shares as of March 31, 2012 was as follows:

Kind of stock | As of March 31, 2011 Increase Decrease | As of March 31, 2012

Common stock 52,999,120 — — 52,999,120

(2) Information on treasury stock
The number of shares as of March 31, 2012 was as follows:

Kind of stock | As of March 31, 2011 Increase Decrease | As of March 31, 2012

Common stock

1,476

45

1,521

(Reason for increase or decrease treasury stock)

* Increase

0dd lot stock purchases: 45

(3) Information on acquisition rights

None

(4) Information on dividends

The Company paid cash dividends on June 2, 2011 and December 2, 2011 as follows:

Date of board | Class of Total dividend Dividend Reference Effective
resolution stock amount per share date date
May 17, Common March 31, June 2,
2011 stock ¥1,059 million ¥20.00 2011 2011
October 26, Common September 30, | December 2,
2011 stock ¥1,059 million ¥20.00 2011 2011

The Company decided to pay cash dividends at the board of directors’ meeting held on
May 15, 2012 as follows:

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

May 15, Common | Retained March 31, June 1,
2012 stock earnings ¥1,059 million ¥20.00 2012 2012
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(For the fiscal year ended March 31, 2013)
(1) Information on issued shares

The number of shares as of March 31, 2013 was as follows:

Kind of stock | As of March 31, 2012 Increase Decrease | As of March 31, 2013

Common stock 52,999,120 — — 52,999,120

(2) Information on treasury stock

The number of shares as of March 31, 2013 was as follows:

Kind of stock | As of March 31, 2012 Increase Decrease | As of March 31, 2013

1,521

(Reason for increase or decrease treasury stock)

Common stock 33 — 1,554

* Increase
0dd lot stock purchases: 33

(3) Information on acquisition rights

None

(4) Information on dividends
The Company paid cash dividends on June 1, 2012 and December 4, 2012 as follows:

Date of board | Class of Total dividend Dividend Reference Effective
resolution stock amount per share date date
May 15, Common March 31, June 1,
2012 stock ¥1,059 million ¥20.00 2012 2012
October 26, Common September 30, | December 4,
2012 stock ¥1,059 million ¥20.00 2012 2012

The Company decided to pay cash dividends at the board of directors’ meeting held on
May 14, 2013 as follows:

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

May 14, Common | Retained March 31, June 3,
2013 stock earnings ¥1,059 million ¥20.00 2013 2013
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9. Notes to Consolidated Statements of Cash Flows
Cash and cash equivalents at March 31, 2012 and 2013 were as follows:
Thousands of U.S.

Millions of yen
dollars (Note 3)

March 31, 2012 2013 2013
Cash and deposits .....cccceeeeeeeeeecnnnnnnenn.. ¥ 3,582 ¥ 3,321 $ 35,314
Deposits paid ....ccccceeeeeeeiiiiiiiiieeeeeeens 23,390 22,832 242,766

Securities (maturing in less than

three months from acquisition date)... 3,899 1,999 21,257
Cash and cash equivalents................... ¥ 30,872 ¥ 28,152 $ 299,336
10. 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.

(2) Operating lease transactions
(Leases as lessee)
Operating lease payments under non-cancelable lease contracts at March 31, 2012 and

2013 were as follows:

Thousands of
Millions of yen U.S. dollars
(Note 3)
March 31, 2012 2013 2013
Within one year................. ¥ 1,550 ¥ 1,380 $ 14,677
Over one year .................... 2,152 771 8,203
Total ...ovvveeeeinne ¥ 3,702 ¥ 2,151 $ 22,880
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11.

(Leases as lessor)
Future minimum lease obligations under non-cancellable operating leases at March 31,
2012 and 2013 were as follows:

Thousands of

Millions of yen U.S. dollars
(Note 3)
March 31, 2012 2013 2013
Within one year................ ¥ 20 ¥ 20 $214
Over one year .................... 31 11 125
Total ..cooveeriiiiiiiicenee ¥ 52 ¥ 31 $ 339

Financial Instruments

(For the fiscal year ended March 31, 2012)

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

“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’s Group, 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.

“Long-term loans receivable from subsidiaries and affiliates” is loaned to 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, 2012 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, 2012 Carrving Fair value Differences
amount
Assets:
(1) Cash and deposits........cccoceuvrueurieeuniecnnee ¥ 3,582 ¥ 3,582 ¥ —
(2) Deposits paid.......ccceeeereeeeceeeeereeeenene. 23,390 23,390 —
(3) Notes and accounts
receivable-trade.........ccccvvvvvveviivveeenennnnnn. 34,986 34,986 —
(4) Securities and Investment securities:
(DHeld-to-maturity debt securities.............. 13,906 13,841 (64)
(@Marketable and investment securities.... 634 634 —
(5) Long-term loans receivable from
subsidiaries and affiliates..................... 12,000 12,144 144
Total....ccovvvieeieeeeiiiieeee e ¥ 88,500 ¥ 88,580 ¥ 80
Liabilities:
(6) Notes and accounts payable-trade......... 13,874 13,874 —
(7) Accounts payable-other .................c........ 3,932 3,932 —
(8) Income taxes payable ........coceevvvvveunennee. 3,199 3,199 —
(9) Deposits received ......ccoveeveeeeveeeeeeeeenenne. 418 418 —
(10) Lease obligations(*) .........ccoevvvvvenennn. 1,017 1,042 25
Total...ccoovvvieeeeeeeiiiiieee e ¥ 22,443 ¥ 22,468 ¥ 25

*Lease obligations calculated by the simplified method (¥120 million) 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.
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(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 12. Investment Securities”)

(5) Long-term loans receivable from subsidiaries and affiliates
The fair value of “Long-term loans receivable from subsidiaries and affiliates” 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, (9) Deposits received

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

(10) 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, 2012

Non listed securities......ccoeeviviviiiiiiieiininnennenns ¥ 4,103
Investment in funds......c..coeveiiiiiiniiininnenn.. 83
Guarantee depositS.....cceeeereererererenes veveenanans ¥ 3,496

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, 2012

Within one year

Cash and deposits.......cccoevveeeeeeeeiicnnnnnenn.. ¥ 3,582
Deposits paid ....ccoeeeeeeeeeeeeeeeieiieiee 23,390
Notes and accounts receivable-trade...... 34.986

Securities and Investment securities

Held-to-maturity debt securities
(Government bond) ..........ccceevririerenennnns 599
Held-to-maturity debt securities
(Corporate bond) .........cocveveveerevenennnn. 5,006
Held-to-maturity debt securities
(Cash in trust) .oceeeeveeeeeeeeeeeeeeeeen, 3,000
Held-to-maturity debt securities

(Certificate of deposit) ........ccoeveeveuenee. 3,300

Over one year within five years
Held-to-maturity debt securities
(Corporate bond) .........ccceevvveveeecveceeeneennn, 2,000
Long-term loans receivable from

subsidiaries and affiliates.........ccccuuuuneeee ¥ 12,000

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

Millions of yen

March 31, 2012

Within one year ¥ 468
Over one year within two years 73
Over two years within three years 47
Over three years within four years 39
Over four years within five years 37
Over five years Y 471
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(For the fiscal year ended March 31, 2013)
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
“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” 1s deposited to the Parent Company’s Group, 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.

“Long-term loans receivable from subsidiaries and affiliates” is loaned to 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, 2013 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, 2013 Carrving Fair value Differences
amount
Assets:
(1) Cash and deposits........cccoceuvrueurieeuniecnnee ¥ 3,321 ¥ 3,321 ¥ —
(2) Deposits paid.......ccceeeereeeeceeeeereeeenene. 22,832 22,832 —
(3) Notes and accounts
receivable-trade.........ccccvvvvvveviivveeenennnnnn. 39,041 39,041 —
(4) Securities and Investment securities:
(DHeld-to-maturity debt securities.............. 10,999 10,994 (5)
(@Marketable and investment securities.... 696 696 —
(5) Long-term loans receivable from
subsidiaries and affiliates..................... 12,000 12,110 110
Total....ccovvvieeieeeeiiiieeee e ¥ 88,890 ¥ 88,996 ¥ 105
Liabilities:
(6) Notes and accounts payable-trade......... 12,891 12,891
(7) Accounts payable-other .................c........ 4,456 4,456
(8) Income taxes payable ........coceevvvvveunennee. 1,974 1,974 —
(9) Deposits received ......ccoveeveeeeveeeeeeeeenenne. 404 404
(10) Lease obligations(*) .........ccoevvvvvenennn. 599 640 40
Total...cccovvveeeeeeeeeiiiieee e ¥ 20,326 ¥ 20,367 ¥ 40

*Lease obligations calculated by the simplified method (¥80 million) were excluded.
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Thousands of U.S. dollars (Note 3)

March 31, 2013 Canving Fair value Differences
amount
Assets!
(1) Cash and deposits........cccoevevveeveereeeennnnn. $ 35,314 $ 35,314 $ —
(2) Deposits paid......ccccveveveieiieiieeeeeeieeenne. 242,766 242,766 —
(3) Notes and accounts
receivable-trade........ooovvveeiieiiiiiiiiiinnnnn. 415,115 415,115 —
(4) Securities and Investment securities:
(DHeld-to-maturity debt securities.............. 116,951 116,897 (53)
@Marketable and investment securities.... 7,403 7,403 —
(5) Long-term loans receivable from
subsidiaries and affiliates..................... 127,592 128,770 1,178
Total..cccvvvieeeeeeeeiiiieeee e $ 945,140 $ 946,264 $ 1,125
Liabilities:
(6) Notes and accounts payable-trade......... 137,072 137,072 —
(7) Accounts payable-other ..........ccceeuvnnen.. 47,383 47,383 —
(8) Income taxes payable ........ccceevveeennennnne. 20,990 20,990 —
(9) Deposits received ......ccccoovvvevveeieveeenennne. 4,305 4,305 —
(10) Lease obligations (*) .......ccccovevvvvenennne. 6,378 6,809 431
Total...ccovvvveeieeeeiiiiieeee e $ 216,129 $ 216,560 $ 431

*Lease obligations calculated by the simplified method ($858 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 12. Investment Securities”)
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(5) Long-term loans receivable from subsidiaries and affiliates

The fair value of “Long-term loans receivable from subsidiaries and affiliates” 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,

payable, (9) Deposits received

(7) Accounts payable-other,

(8) Income taxes

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

instruments.

(10) 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

March 31,

Thousands of U.S.
Millions of yen

dollars (Note 3)

2013 2013
Non listed securities......ocoevvviviveiniieineinennnnnns. ¥ 4,711 $ 50,098
Investment in funds.......c.cooeviveiiiiniiinininan.n. 82 881
Guarantee depositS.....oveeeereririrerenes veveenenans ¥ 3,486 $ 37,075

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, 2013 2013

Within one year

Cash and deposits.......ccceevvveeeeeeeeiccnnnnnennn. ¥ 3,321 $ 35,314
Deposits paid ....ccoeeeeeeeeeeeeeeeieiieeeee 22,832 242,766
Notes and accounts receivable-trade...... 39,041 415,115

Securities and Investment securities

Held-to-maturity debt securities
(Government bond) .........cccceevvverenenanes — —
Held-to-maturity debt securities
(Corporate bond) .........ccccoeeveuveuerennnne, 3,000 31,898
Held-to-maturity debt securities
(Commercial paper) .......cccccecveveevenennnn. 999 10,624
Held-to-maturity debt securities
(Cash in trust) .......cccocvvueicuvciniinicnane, 3,000 31,898
Held-to-maturity debt securities

(Certificate of deposit) .......cccvevueeuree.e, 1,000 10,633

Over one year within five years
Held-to-maturity debt securities
(Corporate bond) .........cceeveeveeeceeneeeenne, 3,000 31,898
Long-term loans receivable from

subsidiaries and affiliates..........ccccuuueeeee. ¥ 12,000 $ 127,592
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Note4. The repayment schedule for lease obligations after the balance sheet date

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

March 31, 2013 2013

Within one year ¥ 175 $ 805
Over one year within two years 50 532
Over two years within three years 41 438
Over three years within four years 38 412
Over four years within five years 36 392
Over five years ¥ 438 $ 4,657
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12. Investment Securities

Investment securities as of March 31, 2012 and 2013 were as follows:

(As of March 31, 2012)
(1) Held-to-maturity debt securities

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

of March 31, 2012 were as follows:

Millions of yen

Carrying Gross unrealized
March 31, 2012 Fair value
amount gains (losses)
Government bond................... ¥ 599 ¥ 599 ¥ —
Corporate bond....................... 7,006 6,941 (64)
Cashin trust ........................ 3,000 3,000 —
Certificate of deposit.............. 3,300 3,300 —
Total.....ccovereererereennn. ¥ 13,906 ¥ 13,841 (¥ 64)

(2) Marketable and investment securities

Marketable and investment securities for which carrying amount exceeded fair value

as of March 31, 2012 were as follows:

Millions of yen

Carrying Acquisition Gross unrealized
March 31, 2012
amount cost gains (losses)
Equity securities (gains) ........ ¥ 316 ¥ 250 ¥ 66
Equity securities (losses) ....... 318 394 (76)
Total.....ooveeereererenen. ¥ 634 ¥ 644 (¥ 10)

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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(As of March 31, 2013)
(1) Held-to-maturity debt securities
Held-to-maturity debt securities for which carrying amount did not exceed fair value as
of March 31, 2013 were as follows:

Millions of yen

March 31, 2013 Carrying Fair value (ross unrealized
amount gains (losses)

Government bond................... ¥ — ¥ — ¥ —
Corporate bond..........cccuuu..e... 6,000 5,995 (5)
Commercial paper ................ 999 999 —
Cashin trust ......................... 3,000 3,000 —
Certificate of deposit.............. 1,000 1,000 —

Total....cocveevieiieennee ¥ 10,999 ¥ 10,994 (¥5)

Thousands of U.S. dollars (Note 3)

March 31, 2013 Carrying Fair value (ross unrealized
amount gains (losses)

Government bond................... $ — $ — $ —
Corporate bond.........ccccceurenc 63,796 63,743 (563)
Commercial paper ................ 10,624 10,624 —
Cashin trust .....ccccooeeeeiiiinnnn. 31,898 31,898 —
Others ....coocceevveeinieiniceieee 10,633 10,633 —

Total...c.oeeeereeeeieennes $ 116,951 $ 116,897 ($53)
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(2) Marketable and investment securities
Marketable and investment securities for which carrying amount exceeded fair value
as of March 31, 2013 were as follows:

Millions of yen

Carrying Acquisition Gross unrealized
March 31, 2013
amount cost gains (losses)
Equity securities (gains) ........ ¥ 696 ¥ 625 ¥ 70
Equity securities (losses) ....... — — —
Total....cccoevveereinnnnn. ¥ 696 ¥ 625 ¥ 70

Thousands of U.S. dollars (Note 3)

Carrying Acquisition Gross unrealized
March 31, 2013
amount cost gains (losses)
Equity securities (gains) ........ $ 7,403 $ 6,656 $ 747
Equity securities (losses) ....... — — —
Total....ccoovvvveeeeeeinnnns $ 7,403 $ 6,656 $ 747

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.

(8) Other securities sold
Other securities sold for the fiscal year ended March 31, 2013 were as follows:

Millions of yen

Total gain Total loss
March 31, 2013 Amount of sale
on sale on sale
Equity securities ................... ¥ 116 ¥ 97 ¥ —
Total.....cccveervreeennen. ¥ 116 ¥ 97 ¥ —

Thousands of U.S. dollars (Note 3)

Total gain Total loss
March 31, 2013 Amount of sale
on sale on sale
Equity securities ................... $ 1,236 $ 1,034 $ —
Total...oueeeeeeeieiiiiinnnnnn, $ 1,236 $ 1,034 $ —
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13. Derivative Instruments

None

14. Retirement Benefits
The Company and its consolidated domestic subsidiaries have unfunded defined benefit
plans covering substantially all employees. In addition, the Company and certain
consolidated subsidiaries have defined contribution pension plans covering all employees.

The projected benefit obligations at March 31, 2012 and 2013 were ¥13,123 million and
¥14,396 million ($153,070 thousand), respectively. Accrued employees’ retirement
benefits are equal to the projected benefit obligation since there are no balances in plan

assets and unrecognized items.

The net periodic pension costs for the fiscal years ended March 31, 2012 and 2013 were

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

March 31, 2012 2013 2013
SEIVICE COSES. uiuinininiiiieieiiietieetetieieieneeeaeneaaaanans ¥ 1,113 ¥ 1,164 $ 12,380
Interest CoStS...oiviiiiiiiiiiiiiiii e, 216 204 2,172
Amortization of actual gain (10S8)........cccevvunerenn... 665 509 5,412
Amortization of prior service costs........e..cevvvunnn... (195) — —
Accrued employees’ retirement benefits................ ¥ 1,800 ¥ 1,877 $ 19,965
Costs of defined contribution pension plan............ 499 503 5,357
Total...ueieeeiiieieeieeeiieeeeeene, ¥ 2,300 ¥ 2,381 $ 25,322

The assumptions used in the actuarial computation for the fiscal years ended March 31, 2012

and 2013 were as follows:

March 31, 2012 2013
Method of attributing the projected Straight line  Straight line
benefits to periods of SEIVICE........ccovvuveeeeciiiee et basis basis
DiISCOUND TALE c.vevvenvieeeeiieieeieetteiesie st e e iesteeeesaebesreesaesessesseessensenes 1.50~1.70%  1.30~1.40%
Period of amortization of unrecognized actuarial gain or loss .... 1 year 1 year
Period of amortization of prior service benefits ............ccccuunneee.. 1 year 1 year
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15. Income Taxes
The Company and its domestic consolidated subsidiaries were subject to several types of
taxes based on income, which in aggregate resulted in a statutory tax rate of
approximately 40.7% for the fiscal years ended March 31, 2012 and 38.0% for the fiscal
years ended March 31, 2013.

Foreign consolidated subsidiaries are subject to income and other taxes based on tax

rates applicable in their countries of incorporation.

At the fiscal years ended March 31, 2012 and 2013, the significant components of

deferred tax assets were as follows:

Thousands of

Millions of yen U.S. dollars
(Note 3)
March 31, 2012 2013 2013
Deferred tax assets:
Provision for retirement benefits ................. ¥ 4,685 ¥ 5,140 $ 54,653
Provision for bonuses .......cccoeeeeeeveeeeeeeeeeennnnn. 2,208 2,222 23,629
Amortization of software costs .........ccvuvee... 499 457 4,867
Accrued enterprise taX.......cccccevvvevieiiiiiieiennn. 224 212 2,257
Valuation difference on available-for-sale
SECUTIEIES Leeeuvrieiiiiiieeiite ettt et 31 _ _
Elimination of unrealized profits on
CcONSOLAALION. ....ccivvieeeeeeeeiiiieeee e 136 140 1,497
Others ....oooeiiiiic e, 1,065 695 7,399
Subtotal deferred tax assets.......ccccceu..e.. 8,851 8,869 94,302
Valuation allowance...........cccccceeeeennnnnenn.. (190) (163) (1,742)
Total deferred tax assets ......cccceeuveeeennnenee ¥ 8,660 ¥ 8,705 $ 92,561
Deferred tax liabilities:
Valuation difference on available-for-sale
SECUTLIEIES ..vevieieeieiicicciciecc e, — (39) (424)
Total deferred tax liabilities.................... ¥ — (¥ 39) ($ 424)
Net deferred tax assets.......ccccevvvvveeiinnnnnnnnnn. ¥ 8,660 ¥ 8,665 $ 92,136
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At the fiscal years ended March 31, 2012 and 2013, the significant differences between the

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

Percent

March 31, 2012 2013

Effective statutory tax rate.............coooiiiiiiiiiiiiiii 40.7% 38.0%
Adjustments:

Non-deductible eXpenses.....cccvvviiieiiiieiiiieiieieieieeeeeannnn. 1.9 1.9
Dividend income not taxable............cvvvrieerereeeeeeeeeeeeeennnn. 0.3 0.2)
Inhabitants tax per capita.....cccoveviiiiiiiiiiiiiiiiiiieieceeen, 0.4 0.4
Amortization of goodWill.......cceviviviiiiiiiiiiiiiiiiinineeae, 0.6 0.5
Tax dedUuCtionS. ...cuueeenieiiiiiieii e (1.0) 0.9
Decrease in deferred tax assets due to tax rate changes...... 8.4 -
Others. ..o 0.7 0.4
Effective income tax rate.......cceceveuiiiiuiiiiiiiiennininninnen. 51.4% 40.1%

16. 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, 2012 and 2013.
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17. Segment Information
(For the fiscal year ended March 31, 2012 and 2013)
(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, 2012 2013 2013
Business SoIUutions ......cccooeeeeeeeeiieieeeiiiiieeeeeeeeeenn, ¥ 88,712 ¥ 95,875 $ 1,019,405
Platform Solutions........ccccccovviiiiiiiiiiiiiiiiiiiiiinenn, 19,480 18,617 197,949
Business Services........ovveeeviiiiiiiiiiiieeeeieeeiieeen 53,385 57,513 611,518
Total....ccouvveeeieeeeeiiiiieeeeeecciiiee e, ¥ 161,579 ¥ 172,005 $ 1,828,871

@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, 2012 2013 2013
Nippon Steel & Sumitomo Metal Corporation.. ¥ 26,784 ¥ 30,818 $ 327,678

*On October 1, 2012, Nippon Steel Corporation and Sumitomo Metal Industries, Ltd. merged to become
Nippon Steel & Sumitomo Metal Corporation. Accordingly, figures until the Second Quarter of the fiscal year
2012 indicate sales to Nippon Steel Corporation, and figures from the Third Quarter of the fical year indicate

sales to Nippon steel & Sumitomo Metal Corporation.
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(3) Information on impairment loss in noncurrent assets by business segment

None

(4) Information on amortization of goodwill and unamortized balance by business segment

Thousands of
Millions of yen U.S. dollars
(Note 3)
March 31, 2012 2013 2013
Amortization of goodwill..............cooeecivinenieennnnn, ¥ 165 ¥ 165 $ 1,755
Balance at end of period .........c...c...coovevvnnnnnn..., ¥ 2,682 ¥ 2517 $ 26,765

(5) Information on negative goodwill by business segment

None
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18. Related Party Transactions

Related party transactions during the years ended March 31, 2012 and 2013 were as

follows:

(1) Parent company

March 31,

2012

2013

Name of the company..........cccceeeevveeevveeennnnnn,

AdAress.....cccuvvveeeeieeciiiieee e
Common stock amount..........cccccvveeeeveeennnennn,

Type of bUSINESS ....eeverveeiiieeierieeierieeienieees

Equity share percentage of the Company
Relationship......ccceeecieeiiiieiniiiieiiceeiceeien

Transaction amounts:

Sales of systems integration services........

Interest income.........cceeeevveeevevieeeiiieeeieenn,

Balances at fiscal year-end:

Accounts receivable .........cccoccveeeriieeenineennn,

Long-term loans receivable

subsidiaries and affiliates ........c.cccccveeennen

Advanced received .........ccceevveeeiiiieeenneennn,

Nippon Steel Corporation

Chiyoda-ku Tokyo
¥ 419,524 million

Manufacturing, selling and

engineering steel products
67% (direct)

Sales of systems integration

services, Loan,

Directors and auditors who have

a position in both companies

¥ 25,308 million

¥ 125 million

¥ 2,368 million

¥ 12,000 million

¥ 3,584 million

Nippon Steel & Sumitomo
Metal Corporation

Chiyoda-ku Tokyo
¥ 419,524 million

Manufacturing, selling and
engineering steel products

67% (direct)

Sales of systems integration

services, Loan,

Directors and auditors who have

a position in both companies

¥ 29,343 million

($ 311,994 thousand)
¥ 127 million

($ 1,351 thousand)

¥ 2,827 million

($ 30,065 thousand)
¥ 12,000 million

($ 127,592 thousand)

¥ 3,685 million
($ 39,189 thousand)

* The terms and conditions applicable to the above transactions were determined on an arm's length basis and

with reference to normal market prices.

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

Steel & Sumitomo Metal Corporation. Accordingly, figures until the Second Quarter of the fiscal year 2012

indicate transaction amounts to Nippon Steel Corporation, and figures from the Third Quarter of the fical year

indicate transaction amounts to Nippon Steel & Sumitomo Metal Corporation.

40 Copyright (C) 2013 NS Solutions Corporation, All rights reserved.



NS SOLUTIONS CORPORATION

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(2) Subsidiary of Nippon Steel & Sumitomo Metal Corporation

March 31, 2012

2013

Nittetsu Finance Co., Ltd.
Chiyoda-ku Tokyo
¥ 1,000 million

Name of the company ...........ccccueeeevveeennnen.
AdAress...cc.eeeveeniiiiienicen
Common stock amount...........cccceceevieennen.
Type of busINess.......ccevevveeerrieeeiieeenireeenns Financing
Relationship......cccocoveeeieiiiiiiiiccieeceieees Deposit of funds
Transaction amounts:

Interest inCoOmMe.........cecueevieniieniieniene ¥ 35 million

Money deposited........cceveeeerieeecnrieeenns ¥ 24,000 million

Money refunded..........cccoeveeeeviieecnnieenns ¥ 23,500 million
Balances at fiscal year-end:

Deposited MoNey .......cccceeevveeerceveeennnen. ¥ 23,390 million

Nittetsu Finance Co., Ltd.
Chiyoda-ku Tokyo
¥ 1,000 million
Financing

Deposit of funds

¥ 41 million

($ 444 thousand)

¥ 27,400 million

($ 291,334 thousand)
¥ 28,000 million

($ 297,714 thousand)

¥ 22,832 million
($ 242,766 thousand)

* The terms and conditions applicable to the above transactions were determined on an arm's length basis and

with reference to normal market prices.

March 31, 2012

2013

Nippon Steel Engineering Co.,
Ltd

Name of the company .........cccccevververnnenns

Shinagawa-ku Tokyo
¥ 15,000 million

Type of buSINesS.......ccevevveeevrieeeiiieeeireeenns Manufacturing and marketing of
industrial machinery and
equipment as well as steel
structures, performance of
construction work under
contract, waste processing and
recycling, and supplying
electricity, gas, and heat

Relationship ......cccccoeeeiviiieeiiiiiiieeeeceeeins Data center construction
Transaction amounts:

Data center construction...................... ¥ 4,071 million

Nippon Steel & Sumikin
Engineering Co., Ltd

Shinagawa-ku Tokyo
¥ 15,000 million

Manufacturing and marketing of
industrial machinery and
equipment as well as steel
structures, performance of
construction work under contract,
waste processing and recycling,
and supplying electricity, gas, and
heat

Data center construction

¥2,451 million
($ 26,065 thousand)

* The terms and conditions applicable to the above transactions were determined on an arm's length basis and

with reference to normal market prices.
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19. Per Share Information

U.S. dollars
yen
(Note 3)
March 31, 2012 2013 2013
Net assets per share........ ¥ 1,653.13 ¥ 1,740.37 $ 18.50
Net income per share....... ¥ 97.84 ¥ 124.40 $1.32

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

Thousands of

Millions of yen U.S. dollars
(Note 3)
March 31, 2012 2013 2013
Net INCOMEe. ..t eeeeaees ¥ 5,185 ¥ 6,592 $ 70,100
Net income attributable to common stock............. ¥ 5,185 ¥ 6,592 $ 70,100

The average number of common stocks (shares)..... 52,997,622 52,997,572

20. Subsequent Events

There have been no material events subsequent to March 31, 2013.
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