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Mitsubishi Heavy Industries, Ltd. and Consolidated Subsidiaries
Years ended March 31, 2013 and 2012

Net Sales

Operating Income (Loss)

In thousands of

In thousands of

In millions of yen U.S. dollars In millions of yen U.S. dollars
INDUSTRY SEGMENT 2013 2012 2013 2013 2012f 2013
Shipbuilding & Ocean Development ¥ 225,844 ¥ 311,678 $ 2,401,318 ¥ 11,572 ¥ (3,843) $ 123,040
Power Systems «« e 988,756 955,348 10,513,088 88,902 92,322 945,263
Machinery & Steel Infrastructure Systems -+ 482,557 428,839 5,130,855 26,452 25,305 281,254
Aerospace Systems v 485,834 495,991 5,165,699 29,146 (5,301) 309,898
General Machinery & Special Vehicles - 389,105 381,717 4,137,214 12,784 5,164 135,927
Others «veeeerimi 345,780 294,477 3,676,555 12,992 16,122 138,139
Subtotal «oeeerer 2,917,879 2,868,052 31,024,763 181,851 129,771 1,933,556
(99,985) (47,120) (1,063,104) (18,330) (17,810) (194,896)
Total o ¥2,817,893 ¥2,820,932 $29,961,648 | ¥163,520 | ¥111,961 $1,738,649

Total Assets

Capital Expenditures

In thousands of

In thousands of

In millions of yen U.S. dollars In millions of yen U.S. dollars

INDUSTRY SEGMENT 2013 2012f 2013 2013 2012 2013
Shipbuilding & Ocean Development -« ¥ 154,568 ¥ 186,929 $ 1,643,466 ¥ 5070 ¥ 7812 $ 53,907
Power Systems ««wo e 1,135,709 1,203,539 12,075,587 36,107 39,850 383,912
Machinery & Steel Infrastructure Systems -+ 620,500 638,543 6,597,554 10,027 9,448 106,613
AErospace SysStEmMS «« v 934,057 919,918 9,931,493 37,085 33,637 394,311
General Machinery & Special Vehicles -« 329,184 351,786 3,500,095 9,876 10,892 105,007
Others seeeseereri 567,256 620,475 6,031,430 15,477 12,578 164,561

Subtotal «oeeerer 3,741,276 3,921,191 39,779,649 113,645 114,119 1,208,346
Eliminations or Corporate « - weeeeevieninne 193,842 42,795 2,061,052 5,223 6,636 55,534
Total oo ¥3,935,119 ¥3,963,987 $41,840,712 ¥118,868 | ¥120,755 $1,263,880

Depreciation and Amortization* Amortization of Goodwill
In thousands of In thousands of
In millions of yen U.S. dollars In millions of yen U.S. dollars

INDUSTRY SEGMENT 2013 2012 2013 2013 2012 2013
Shipbuilding & Ocean Development -+« ¥ 6,309 ¥ 9,728 $ 67,081 Y - ¥ o - $ -
Power Systems - 36,220 40,618 385,114 250 477 2,658
Machinery & Steel Infrastructure Systems - 11,076 14,060 117,767 66 31 701
Aerospace SyStems «« e 30,078 29,995 319,808 - - -
General Machinery & Special Vehicles -« 13,778 15,449 146,496 243 1,755 2,583
OFherg eeerereresii 12,178 14,111 129,484 374 48 3,976

Subtotal e 109,642 123,964 1,165,784 935 2,313 9,941
Corporate «+ e 8,915 - 94,790 - - -
Total oo ¥118,557 ¥123,964 $1,260,574 ¥935 ¥2,313 $9,941

* Amortization of goodwill is not included.

Net Sales
In thousands of

BREAKDOWN OF SALES In millions of yen U.S. dollars
BY CUSTOMER LOCATION 2013 2012 2013
JAPAN e ¥1,555,913 | ¥1,639,903 $16,543,466
U.SLA et 337,654 265,533 3,590,154
ST e 457,684 381,858 4,866,390
EUMODE +revrsseversseressssnsssssnes s 217,597 225,759 2,313,631
Central and South America -« eeeeeeriereees 105,161 142,165 1,118,139
MIAAIE EASE vvrevrrvresersneierinriis 47,518 68,740 505,241
AFFIGA+ereesseresssrsss s 23,400 51,644 248,803
OFNEIS w+vveveseeseeses s 72,964 45,327 775,800
TOR@l -+vrverrerserreseeree e ¥2,817,893 | ¥2,820,932 $29,961,648

Note: U.S. dollar amounts in this annual report are translated from yen, for convenience only, at the rate of ¥94.05=US$1,

the exchange rate prevailing at March 31, 2013.

TAmounts for the year ended March 31, 2012 have been restated to reflect some changes in our segment allocation methodology.
Operating Income (Loss): Company-wide R&D expenses and part of the expenses incurred by administrative divisions at corporate

Composition of Overseas
Net Sales by Geographic Distribution

1.9% [ 5.8%
3.8%

26.8%
W USA Central and South America Others
M Asia M Middle East
M Europe M Africa

headquarters, which were allocated among the segments have been included in “Eliminations or Corporate.”

Total Assets: Deferred income taxes, which were included in “Eliminations or Corporate” have been allocated among the segments.
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Management’s Discussion and Analysis

Analysis of Operating Results
MHI recorded an increase in net sales for the Machinery & Steel Infrastructure Systems, Power
Systems and General Machinery & Special Vehicles segments. On the other hand, net sales
decreased in areas including the Shipbuilding & Ocean Development and Aerospace Systems
segments. As a result, the total value of consolidated net sales for fiscal 2012 decreased ¥3.0
billion or 0.1% from fiscal 2011 to ¥2,817.8 billion.Operating income rose ¥51.5 billion, or 46.1%
year on year, to ¥163.5 billion. Income rose mainly due to improved profitability in the Aerospace
Systems, Shipbuilding & Ocean Development and General Machinery & Special Vehicles segments.

Net non-operating expenses were ¥14.4 billion, an improvement of ¥11.2 billion from the
previous fiscal year, as improvement in equity in foreign exchange loss and a decrease in interest
expense offset a worsening equity in losses of unconsolidated subsidiaries and affiliates.

As a result, ordinary income climbed ¥62.8 billion, or 72.9% year on year, to ¥149.0 billion.

The MHI Group posted an extraordinary gain of ¥12.8 billion from sales of investment
securities and fixed assets. The Group also posted an extraordinary loss of ¥6.4 billion for business
structure improvement expenses.

Consequently, income before income taxes and minority interests increased ¥85.6 billion, or
122.6% year on year, to ¥155.4 billion. Net income, meanwhile, increased ¥72.7 billion, or 296.6%,
from the previous fiscal year to ¥97.3 billion.

Key Factors Affecting Operating Results

Key factors that affect the management of the MHI Group include external factors such as market
trends, foreign exchange rate fluctuations and changes in material costs, and internal factors such
as risks associated with various overseas business contracts, accidents and disasters, and
weakening manufacturing capabilities.

Market trends

Markets are expected to continue showing signs of recovery, buoyed by monetary easing and
stimulative measures taken by major powers around the world and by economic and fiscal policies
implemented by Japan. Meanwhile, MHI expects its business environment to become even more
challenging due to increasing pressure from competitors on a global scale driven by the increased
opening of world markets. In the current business environment, in order to build resilience to global
market risks and to survive and grow as a corporate group with international presence both in
name and in reality, MHI recognizes that it is essential to further expand the scale of its business
and strengthen its financial base through profit maximization. At the same time, the Group will
endeavor to leverage unrivaled technology to provide products and services that answer customer
needs.

Exchange rate fluctuation

The MHI Group’s export and overseas business transactions are mainly denominated in foreign
currencies. Consequently, foreign exchange rate fluctuations can significantly affect business
competitiveness and operating results. In order to minimize exchange rate fluctuation risk, the
Group is increasing its liabilities denominated in foreign currencies by expanding overseas
procurement and production, and hedging risk by promoting greater use of yen-denominated
contracts, coupled with timely forward foreign exchange contracts.

Change in costs of materials

The MHI Group is responding to the impact of certain material price rises, such as for steel
products, nonferrous metals and crude oil, promoting design standardization, increasing its
utilization of common components, promoting employment of standardized parts, and expanding
its signing of comprehensive procurement contracts and its overseas production activities. The
Group is also strengthening relationships with its business partners, promoting an even greater
level of information sharing, and striving to achieve further cost reductions.
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Management’s Discussion and Analysis

Overseas business contracts

The MHI Group is exposed to a number of risks associated with individual business contracts it
concludes in overseas markets. These include quality issues and delayed delivery dates for locally
procured materials, inadequate skill levels and specific labor practices of the local staff, as well as
unilateral contractual obligations. In order to prevent or mitigate these risks, all contracts undergo a
rigorous internal assessment process prior to their formal conclusion. In addition to the segments
concerned, several administrative departments are involved in this process, which includes the
verification of local obligations with respect to procurement and labor contracts, extensive advance
verification of contract terms with customers, the removal of unilateral conditions, and other
prudent steps.

Accidents and disasters

Regarding accidents and disasters, the MHI Group is taking steps to minimize the probability of
accidents and disasters occurring, which can have a significant impact on management, by
carrying out ongoing work-site management activities, including the training of on-site workers to
be more aware of risks.

Technology and skill transfer

The MHI Group is at risk of manufacturing capabilities weakening due to technology and skill
transfer issues, particularly those associated with generational change. In response, the MHI Group
invests in production process improvement aimed at rationalization and carries out focused
investment in R&D related to manufacturing technology. The Group also strives to maintain and
enhance its basic manufacturing capabilities through programs to train and improve the skills of its
employees.

Source of Funds and Liquidity
Cash flow analysis
Operating activities provided net cash of ¥288.3 billion for the fiscal year under review, an increase
of ¥88.0 billion compared with the previous fiscal year. This outcome mainly reflected a decrease in
funds for working capital such as trade receivables.
Investing activities used net cash of ¥76.7 billion, ¥29.6 billion more than the previous fiscal
year. This increase was mainly due to a decrease in proceeds from sales of non-current assets.
Financing activities used net cash of ¥154.2 billion, ¥29.3 billion less than the previous fiscal
year. This fall was due mainly to a decrease in the repayment of long-term borrowings.

Primary funding requirements

The MHI Group primarily requires funds in operating activities for working capital for manufacturing
activities (materials, outsourcing and personnel costs), order preparation costs and other sales
expenses related to winning new orders, and funds for R&D activities that enhance the
competitiveness of its products and strengthen manufacturing capabilities. In investing activities,
funds are required for capital investments to grow business and enhance productivity, and for the
purchase of investment securities related to the execution of business strategies.

In growth areas, the MHI Group is planning to execute necessary capital investments and R&D
investment. As a whole, the Group plans to streamline its assets and selectively concentrate on
core investment schemes, while anticipating fund requirements in future growth fields and closely
monitoring the latest market environments and order trends. Accordingly, funding requirements are
expected to trend lower going forward.

75 MITSUBISHI HEAVY INDUSTRIES, LTD.



Intellectual Property

Feature Business Segment Review and R&D Activities ESG Information

. A q MHI’s WorldWide
Corporate Data Financial Section Network

Breakdown of interest-bearing debt and its applications
The breakdown of interest-bearing debt as of March 31, 2013 was as follows:

(in billions of yen)

Total Due within one year Due after one year
Short-term borrowings 154.0 154.0 -
Long-term borrowings 627.2 150.1 477.0
Bonds 250.0 50.0 200.0
Total 1,031.2 354.1 677.0

The MHI Group is involved in numerous projects with comparatively long construction periods. It
also owns numerous manufacturing facilities that employ large-scale machinery facilities.
Consequently, the MHI Group must secure a stable level of working capital and funds for capital
investments. On the other hand, the Group has continued working to streamline its assets, and has
repaid borrowings that have come due. As a result, the total interest-bearing debt of the MHI Group
at the end of fiscal year 2012 was ¥1,031.2 billion, consisting of ¥354.1 billion due within one year,
and ¥677.0 billion due after one year.

The interest-bearing debt mentioned above is utilized as working capital and for capital
investments required for business activities, and the MHI Group plans to use these funds mainly in
key growth fields expected to require funds, including Power Systems and Aerospace Systems.

Financial policy

The MHI Group funds its working capital and capital investments from its operating cash flows. Any
additional requirements can be met with interest-bearing debt. In appropriately determining the
amounts and methods of procuring long-term funds through long-term borrowings, bonds, and
other means, the MHI Group takes into account the funding requirements of its business plans,
interest-rate trends and various other factors, as well as the repayment schedule for its existing
debt.

Additionally, in its efforts to reduce interest-bearing debt, the MHI Group strives to efficiently
utilize surplus funds within the Group using a cash management system. At the same time, the MHI
Group is working to improve asset efficiency by reducing trade receivables and inventories and by
raising the utilization rate of its property, plant and equipment.

The MHI Group flexibly considers the repurchase of treasury stock based on the financial
position of the Group, the stock price, as well as recent earnings forecasts and other factors.
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Consolidated Balance Sheets

Mitsubishi Heavy Industries, Ltd. and Consolidated Subsidiaries
As of March 31, 2013 and 2012

In thousands of

In millions of yen U.S. dollars (Note 2)
ASSETS 2013 2012 2013
Current assets:
Cash and deposits (NOtES 3 @Nd 17) «xvrerrrrerrrreniiiiii ¥ 328,365| Y 262,287 | $ 3,491,387
Trade receivables (Notes 3 and 8) ............................................................................................... 931 ,469 968,064 9,903’976
Securities (NOtES 3 @Nd 4) «+«vvverrrrrreriiiii i 2 1 21
Merchandise and fiNiShed ProdUCTS «++«xxweerrereriiii 139,157 155,990 1,479,606
Work in process ««wwweeeeeneee 746,640 773,782 7,938,755
Raw materials and supplies 124,038 128,670 1,318,851
Deferred iNCOME taxes (NOTE B) ««+++rsxrrerrsrrremiirieiiiiiiii 138,934 180,747 1,477,235
Other CUITENT ASSEES +¢erertettstiariiiiiiiiiiniiiiiiiiiiiiiiiiiiniiiiiieiii ettt sttt s st sottanteetsaseantasassnn 222,550 180,826 2,366’294
Allowance for doubtful aCCoUNts (NOTE 1) «+errvvrerivrmniiiii (6,333) (6,368) (67,336)
Total CUITENT @SSELS «++ 1 o et 2,624,824 2,639,003 27,908,814
Non-current assets:
Property, plant and equipment, net (Notes 8 and 19):
Buildings and StruGtUrES «r+«rreereesermereneniiniinn e 339,262 342,243 3,607,251
Machinery and transportation @QUIDMENT -+« 225,547 234,037 2,398,160
Tools, equipment and fUINITUIE =+« xvvrererrii 41,877 38,051 445,263
LLAIND e 138,382 137,337 1,471,366
LEASEA ASSELS ++++++++rrerreerseemmmnrurttaatiiittttteae s ettt e et e e e s e bbb et e e e e e a e e e e e e e e e e e e e e e s 4,599 5,356 48,899
ConstruCtion iN PrOGress ««+«r ee e 43,263 40,557 460,000
Total property, plant and' equipment; et e eeese e i eeearesivess et s tesseesin et tesatiesliveesase 792,932 797,684 8,430,962
INEANGIDIE @SSELS -+ v vvrerereriieiits i 29,216 25,313 310,643
Investments and advances:
Investment securities (NOTES 3 @Nd 4) «+«vrrerrrrrriiiiiiiiii 297,625 309,054 3,164,540
Long—term loans aNd AQVANGCES s+t +rreriseriniiiiiiiiiiiiiisiiiiiii s e s e e 6,863 5,478 72’971
Deferred iNCOME taxes (NOTE B) ««+++rrrrerrrerrssiiriiiiiiii e 10,087 11,180 107,251
OFNEIS e 182,459 185,708 1,940,021
Allowance for doubtful aCCOUNES (NOTE 1) «-++vrrerrrrereiiiiiiiii (8,891) (9,335) (94,534)
Total investments and advances -« 488,144 502,086 5,190,260
Total NON-CUITENT @SSETS 11+ rrrtrrreriiii 1,310,294 1,324,984 13,931,887
TOtAL @SOS vt verere et ¥3,935,119 | ¥3,963,987 | $41,840,712

The accompanying notes to consolidated financial statements are an integral part of these statements.
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In millions of yen

MHI’'s WorldWide
Network

In thousands of
U.S. dollars (Note 2)

LIABILITIES AND NET ASSETS 2013 2012 2013
Liabilities
Current liabilities:
Trade payables (NOE )« i ¥ 663,451 ¥ 651,101 | $ 7,054,237
Short-term borrowings (NOtes 3, 7 @nd 8) «««+++ rvererirniiiiii 154,014 152,344 1,637,575
Current portion of long-term borrowings (Notes 3, 7 and 8) «««« - wvrerrrrenii 150,171 131,713 1,596,714
Current portion of bonds (Notes 3 and 7) - 50,000 69,900 531,632
Reserve for product warranties (Note 1) «:vveeveveennnienns 22,135 20,812 235,353
Reserve for losses on construction contracts (NOtE 1) v rvrerivriis 35,405 77,565 376,448
Reserve for |ega| claims (Note 1) .............................................................................................. 61 3‘936 648
Advance payments received ON CONFACES «++«x++ s rrrerrirreniiii 427,390 399,288 4,544,284
Other current liabilities (NOTES B @Nd 7) «++xxvrrersrrrrsririiiiiiii 191,193 208,034 2,032,886
Total current Habilities « -« oo 1,693,822 1,714,695 | 18,009,803
Non-current liabilities:
Bonds (Notes 3 and 7) ............................................................................................................. 200’000 250‘000 2,1 26,528
Long-term borrowings (NOtES 3, 7 @nd 8) ««+++xvreervrreniimiiiiiii 477,053 553,189 5,072,333
Deferred iNCoOmME taxes (NOTE B) «««++++xrrrrrrrreriiriiniiiii s 9,922 17,832 105,497
Reserve for retirement allowance (Notes 1 and 10) ................................................................... 51 ’904 47‘002 551 ,876
Reserve for treatment of PCB waste (NOte 1) «vreevvrerrii 10,865 11,604 115,523
Other non-current liabilities (NOTE 7) «+x«rvrerrrreriirmiiiii 61,324 63,296 652,036
Total non-current labilities «--coorrrr 811 ’070 942‘925 8,623,81 7
Total HADIIIEIES ++vevevrrerrereee 2,504,893 2,657,621 26,633,631
Net assets
Stockholders’ equity (Note 15):
Common stock, without par value:
Authorized shares: 6,000,000,000
Issued shares: 2013 and 2012 = 3,373,647,813 «+v-vvvvriniiiiii 265,608 265,608 2,824,114
CaPITAl SUIIUS v vre et 203,956 203,942 2,168,591
Retained earnings .................................................................................................................... 901 ’397 822‘473 9,584,231
Treasury stock (2013 — 18,454,838 shares and 2012 — 18,546,244 shares) at COSt ««+++-vvveeeee (5,394) (5,418) (57,352)
Total stockholders’ equity 1,365,568 1,286,606 14,519,595
Accumulated other comprehensive income (loss):
Net unrealized gains (I0Sses) On INVESIMENt SECUNTIES ««+xwrvrrerrrerirsri 30,979 22,082 329,388
Deferred gains (I0SSES) ON NEAQGES «+«x+xwrrrrrririimiiii 142 12 1,509
Foreign currency translation adjUStMENts «« -+« w e (18,040) (53,611) (191,812)
Total accumulated other comprehensive income (I0SS) ««««+xroveereeernie 13,081 (31,517) 139,085
Share subscription rights (NOte 16) -+ e 2,243 1,868 23,849
MINOFitY INEEIESES < v v ovrv v 49,332 49,409 524,529
Total Net @SSEES -« oo vee e 1,430,225 1,306,366 15,207,070
Total liabilities and net @ssets - v ¥3,935,119 | ¥3,963,987 | $41,840,712
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Consolidated Statements of Income

Mitsubishi Heavy Industries, Ltd. and Consolidated Subsidiaries o
For the years ended March 31, 2013 and 2012
In thousands of
In millions of yen U.S. dollars (Note 2)
2013 2012 2013
NEt SaAlES - v ¥2,817,893 | ¥2,820,932 | $29,961,648
COSE Of SAIBS ++++++ee ettt 2,297,072 2,375,158 | 24,423,944
GIFOSS PrOfit: - o veverestiiiiii 520,821 445774 5,537,703
Selling, general and administrative expenses (NOte 18) ««wr v 357,300 333,812 3,799,043
OPErating INCOIME ««vvto rerrr i 163,520 111,961 1,738,649
Non-operating income (expenses):

INEEIEST INCOMIE ++rrterrettre ettt 2,717 3,637 28,888

DiVIAENT INCOMIE +rvteritrtiiimiiiiiiiiiiiiiiiiiiiiis i s e s s bttt e s s ts bttt sttaarinntans 3,876 4248 41 ’21 2

Income (loss) from equity Method INVESTMENTS «++xvvrerivrriiii 2,625 4,960 27,910

FOreign eXChange gain «««++++ s reeereres i 7,030 - 74,747

01T 101000 000 = NN T T Lr T LT PR 2,623 5,1 07 27’889

(17,256) (20,522) (183,476)
- (5,094) -
(4,397) (5,725) (46,751)
(11,711) (12,390) (124,518)
(14492 (5779  (154,088)
Ordinary T8 w0 001 IR E R T LT LT LT Ty P 149,028 86,1 82 1 ,584’561
Extraordinary gain (loss):

Gain (|OSS) 0N sales Of INVESTMENT SECUITTIES ++« v rrrrrrrerrrererer e 8,676 — 92’248

Gain (loss) on sales of fixed assets (NOtE 11) - rvrerrrriii 4,157 28,344 44,199

Business structure improvement expenses (Notes 12 and 13) «eveervrrermii (6,414) (38,116) (68,197)

Expense for treatment of PCB waste (Note 1) e - (4,098) -

Loss on revaluation of investment securities (Note 4) - (2,479) -
Total eXtraordinary gain (0s) ---r-ersveeseessveesce " 6419 (16350)| 68,250
Income before income taxes and minority interests .« 155,448 69,831 1’652,822
Income taxes (Note 6):

Current 26,059 46,031 277,076
B I 33080f 22 N 351,727
Total income taxes 59,139 45175 628,803
Income before minority interests 96,308 24,655 1,024,008
Minority interests in income (loss) of consolidated SUDSIAIArIES ««««++«xxrer e (1,021) 114 (10,855)
L BT ot 0 1 Lt T LR T LTy LT T P ¥ 97,330 Y 24,540 $ 1 ,034,875

In yen In U.S. dollars (Note 2)
Per share information of common stock (Note 1) : 2013 2012 2013

NEL INCOME = DASIC -+ vx+vree e ¥ 29.01 ¥ 731 | $ 0.308

Net income - iUt «c oo e s e e 28.95 7.30 0.308

Cash dIVIAENAS «++vvxvreererriii 8.00 6.00 0.085

The accompanying notes to consolidated financial statements are an integral part of these statements.
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Consolidated Statements of Comprehensive Income

Mitsubishi Heavy Industries, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2013 and 2012

In thousands of

In millions of yen U.S. dollars (Note 2)
2013 2012 2013
Income before MINOrity INTErESTS -+« +xvvrererriiii ¥ 96,308 ¥24,655 $1,024,008
Other comprehensive income (loss):
Net unrealized gains (I0sses) ON INVESIMENt SECUNHIES «++++vvrrrrrrrerrisiniiiris i 9,631 (3,607) 102,402
Deferred gains (I0SSES) ON hEAGES ++++wwr+rrrrrerirremiiiiiiiii 236 549 2,509
Foreign currency translation adjustments: -« - e 25,638 (9,455) 272,599
Share of other comprehensive income (loss) of entities accounted for using the equity method--- 10,547 (2,051) 112,142
Changes in equity interest 1,725 - 18,341
Total other comprehensive iNcome (I0Ss) (NOLE 14) wervrreririrni 47,780 (14,565) 508,027
COMPreheNnSIVE INCOME (IOSS) -+ vvrerrrrersiiiiiia e ¥144,088 ¥10,090 $1,532,036
Comprehensive income (loss) attributable to:
Shareholders Of the PArENt ««««+«+x et ¥143,653 ¥10,223 $1,527,410
MINOFILY INEEIESTS ++++rvverr e 435 (132) 4,625

The accompanying notes to consolidated financial statements are an integral part of these statements.
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Consolidated Statements of Changes in Net Assets

Mitsubishi Heavy Industries, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2013 and 2012

In millions of yen

Stockholders’ equity

Accumulated other comprehensive income

Net unrealized  Deferred Foreign achr?wﬁ‘ated
Total gains (losses) gains currency other Share
Common Capital Retained Treasury stockholders'  oninvestment  (losses)on  translation  comprehensive  subscription  Minorty Total net
stock surplus eamings stock equity securities hedges  adjustments income rights interests assets
Balance as of March 31,2011 ---  ¥265,608  ¥203,939  ¥815145  ¥(5,425) ¥1,279,267 ¥25579  Y(467) ¥(42,311)  ¥(17,199) ¥1,509 ¥49,101  ¥1,312,678
Cash dividends (Notg 15)-+++++++- (16,775) (16,775) (16,775)
CNetincome oo 4540 4580 24,540
Changes in scope of
consolidation «««++eeeeeeerseenes 19 19 19
Changes in scope of equity
method application ««+++«+x+-- 4 @ 4
Changes in fiscal year-end of
consolidated subsidiaries - (452) (452) (452)
Pucheseof treasury stock-+---- (1§ W (14
Disposal of treasury stock -+~ 3 2 s
Net changes in items other
than stockholders’ equity -+ (3497) 479 (113000 (14817) 350 307 (13,650)
SUBHOtEl -+ evveerererreeenns - 3 7,307 7 7838 (3497) 479 (11,3000 (14317) 359 307 6,312)
Balance as of March 31,2012 ---  ¥265,608  ¥203,942  ¥822,473  ¥(5418) ¥1,286,606  ¥22,082 ¥ 12  ¥(63,611) ¥31517) ¥1,868 ¥49,409  ¥1,306,366
(20,131) (20,131) (20,131)
”””””””””””” o730 @® gy
”””””””””””” 175 175 s
oy ) (1)
”””””””””””””””””””” 8 % & g
Net changes in items other
than stockholders’ equity -+« 8,897 129 35,570 44,598 375 (76) 44,897
Subtotal «eeeeeeeeriee - 13 78,924 23 78,962 8,897 129 35,670 44,598 375 (76) 123,859
Balance as of March 31,2013 ---  ¥265,608  ¥203,956  ¥901,397  ¥(5,394) ¥1,365568  ¥30,979 ¥142  ¥(18,040) ¥13,081 ¥2,243 ¥49332  ¥1,430,225
In thousands of U.S. dollars (Note 2)
Stockholders’ equity Accumulated other comprehensive income
Net unrealized  Deferred Foreign accuTnalu%‘aled
Total gains (losses) gains currency other Share
Common Capital Retained Treasury stockholders’  oninvestment (losses)on  translation  comprehensive  subscription Minor ty Total net
stock surplus eamings stock equity securities hedges  adjustments income rights interests assets
Balance as of March 31,2012 --- $2,824,114 $2,168,442 88,745,061 $(67,607) $13,680,021 $234,790 $ 127 $(670,026) $(335,108) $19,861 $525,348 $13,890,122
(214,045) (214,045) (214,045)
””””””””””” 1084875 104815 05
”””””””””””” 83 183 g
- e me g
’’’’’’’’’’’’’’’’’’’’’’’’’’ 1 8 om0y
CNetchangesinftesother
than stockholders’ equity ««--+--- 94,698 1,371 378203 474194 3,987 (808) 477,373
Subtotal «eeereeeeeie - 138 839,170 244 839,674 94598 1371 378203 474,194 3,987 (808 1,316,948
Balance as of March 31,2013 --- $2,824,114 $2,168,591 9,584,231 $(57,352) $14,519,595 $329,388 $1,509 $(191,812) $139,085 $23,849 $524,529 $15,207,070
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Consolidated Statements of Cash Flows

Mitsubishi Heavy Industries, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2013 and 2012

In thousands of
In millions of yen U.S. dollars (Note 2)

2013 2012 2013

Cash flows from operating activities:
Income before income taxes and MINOrity INTErESS ««++xxrrrrerrr ¥155,448 ¥ 69,831 $1,652,822

Adjustments to reconcile income before income taxes and minority interests to
net cash provided by operating activities:

Depreciation and amortization 118,557 123,964 1,260,574
Increase (decrease) in reserve for retirement alloWanCe ««+ v 4,687 (2,956) 49,835
Interest and diVIAENd INCOME «++++xxreerrrrresiiiii (6,594) (7,885) (70,111)
Interest expense 17,256 20,5622 183,476
(Income) loss from equity MEethod INVESTMENTS ««+++rvvrrrrrniii (2,625) (4,960) (27,910)
(Gain) loss on sales of INVESTMENT SECUILIES «+++««x+++rerrrrrreniii (8,676) (123) (92,248)
Loss on revaluation of investment securities - - 2,479 -
(Gain) loss on sales Of fiXed @SSELS ++xwwrrrrrrrrerrriii (4,157) (28,344) (44,199)
Loss on disposal Of fIXEA ASSELS «w+++xrvrerrrrreiiiiiii 4,397 5,725 46,751
Business structure improvement expenses -+ 6,414 38,116 68,197
Expense for treatment of PCB WaSte ««+++rvrerrrreiiiiii - 4,098 -
(INcrease) decrease iN reCaIVADIES ««+««xrr vt 60,932 (123,811) 647,868
(Increase) decrease in inventories and advances to suppliers 32,827 33,945 349,037
(Increase) decrease iN Other @SSEtS ««««rwrrwrrrri i 8,194 (1,733) 87,123
Increase (decrease) iN PayabIEs ««+«« v rrrrrrriri (11,938) 38,004 (126,932)
Increase (decrease) in advance payments received on contracts:-- 23,986 70,284 255,034
Increase (decrease) in other lalilities -+« «x vvrvvrrve (44,128) 14,622 (469,197)
OIS v+t 1,824 4,841 19,393
Subtotal 356,406 256,621 3,789,537
Interest and diVIAENAS rECEIVEM ++«+xrrrrrrrrrrir 7,962 8,447 84,657
INEErEST PAIA «+++vvrvres e (17,507) (20,931) (186,145)
Income taxes paid (58,485) (43,776) (621,850)
Net cash provided by operating aCtivities «««+- -t v 288,375 200,361 3,066,188
Cash flows from investing activities:
Net (increase) decrease in time deposits (372) 4,417 (3,955)

Purchases of marketable SECUNIES <« xrvrrerrrrrri - (40,000) -
Proceeds from sales and redemption of marketable securities - 40,000 -
Purchases of property, plant, equipment and intangible assets (115,701) (117,433) (1,230,207)

Proceeds from sales of property, plant and equipment and intangible assets -+« 8,814 66,963 93,716
Purchases of INVEStMENt SECUITIES «++«+++rvrvreririeniiii (4,307) (2,763) (45,794)
Proceeds from sales and redemption of investment securities - 44,563 3,557 473,822
Disbursement Of I0NG-TEIMN [0@NS:«+++«xvrerrrrreiiiiiii (3,338) (1,930) (35,491)
Collection of [ONG-tEIM OGNS ««+++xrrerrrrreniiiiii 1,096 1,887 11,653
Others (7,494) (1,746) (79,681)
Net cash used in INVEStiNg aCHVITIES: -« «+++ vvrerrrienii (76,737) (47,047) (815,917)
Cash flows from financing activities:
Net increase (decrease) in short-term borrowings and commercial papers (1,695) 69,278 (18,022)
Proceeds from 10Ng-1erm DOMTOWINGS ««+++«xxrerrrresririeniiiii 72,652 2,835 772,482
Repayment of long-term DOMOWINGS «««+++xxvrerrrremiiiiiii (132,092) (212,859) (1,404,486)
Payment for redemption of bonds (69,900) (24,228) (743,221)
Proceeds from issuance of stock to minority stockholders of subsidiaries ««« - v 372 1,775 3,955
Dividends paid t0 StOCKNOIAEIS ««:xvessrvreriirreiiiiiiii (20,061) (16,733) (213,301)
Dividends paid to minority stockholders of subsidiaries - (954) (1,375) (10,143)
OIS e (2,535) (2,306) (26,953)
Net cash used in fiNaNCING ACTIVILIES ««++xvrrverrersini (154,215) (183,614) (1,639,712)
Effect of exchange rate changes on cash and cash equivalents ---- 7,397 (4,045) 78,649
Net increase (decrease) in cash and cash equivalents ..o 64,820 (34,347) 689,207
Cash and cash equivalents at beginning of year 254,605 288,868 2,707,123
Increase in cash and cash equivalents due to changes in scope of consolidation ««««««-rweeerieene - 84 -
Cash and cash equivalents at end of year (Note 17) oo ¥319,426 ¥254,605 | $3,396,342

The accompanying notes to consolidated financial statements are an integral part of these statements.
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Notes to Consolidated Financial Statements

Mitsubishi Heavy Industries, Ltd. and Consolidated Subsidiaries
Years ended March 31, 2013 and 2012

1. SUMMARY OF a) Basis of presenting consolidated financial statements
SIGNIFICANT The accompanying consolidated financial statements of the Mitsubishi Heavy Industries Group (the “Group”),
ACCOUNTING which consists of Mitsubishi Heavy Industries, Ltd. (“MHI”) and its consolidated subsidiaries (“Subsidiaries”),
POLICIES have been prepared in accordance with accounting principles generally accepted in Japan, which are different

in certain respects as to the application and disclosure requirements of International Financial Reporting
Standards, and have been prepared from the consolidated financial statements filed with the Financial
Services Agency (“FSA”) of Japan.

As permitted by the Financial Instruments and Exchange Act of Japan, amounts of less than one million
yen have been omitted. Consequently, the totals shown in the accompanying consolidated financial
statements (both in yen and U.S. dollars) do not necessarily agree with the sums of the individual amounts.
b) Principles of consolidation
The accompanying consolidated financial statements for the years ended March 31, 2013 and 2012 include
the accounts of the Group. All significant inter-company transactions and accounts have been eliminated.

Investments in unconsolidated subsidiaries and affiliates, with certain minor exceptions, are accounted for
by the equity method.

c) Foreign currency translation
Foreign currency monetary assets and liabilities are translated into Japanese yen at the exchange rates in
effect at the balance sheet date and the resulting translation gains or losses are included in net income.

All assets and liabilities of overseas subsidiaries and affiliates are translated into Japanese yen at the
exchange rates in effect at the balance sheet date, revenues and expenses at the average exchange rates
during the year, and stockholders’ equity at historical rates. The resulting foreign currency translation
adjustments are accounted for as a component of net assets.

d) Securities

Securities include (1) investments in unconsolidated subsidiaries and affiliates and (2) other securities

(available-for-sale securities). Their valuation standards and methods are as follows:

(1) Investments in unconsolidated subsidiaries and affiliates excluding those accounted for by the equity
method:

Historical cost (moving average method).

(2a) Other securities with market value:

Market value method based on market prices or other fair values at the balance sheet date. Unrealized

holding gains and losses are accounted for as a component of net assets, net of tax effect. The costs of

sold securities are computed based on the moving average method.
(2b) Other securities without market value:

Historical cost (moving average method).

As to the presentation of the balance sheet, the Group has classified securities due within one year as

securities in current assets and the others as investment securities in “Investments and advances.”

e) Inventories
Merchandise and finished products are principally stated at cost determined by the moving average method.
(Balance sheet amounts are determined by the method of writing down to reflect a decline in the profitability
of the assets.)

Work in process is principally stated at cost determined by the specific identification method. (Balance
sheet amounts are determined by the method of writing down to reflect a decline in the profitability of the
assets.)

Raw materials and supplies are principally stated at cost determined by the moving average method.
(Balance sheet amounts are determined by the method of writing down to reflect a decline in the profitability
of the assets.)

f) Depreciation of property, plant and equipment

Depreciation of property, plant and equipment (excluding leased assets) is principally computed using the
straight-line method for buildings (excluding the equipment attached to them) and the declining-balance
method for the other items of property, plant and equipment over the assets’ useful lives.

Depreciation of leased assets is computed using the straight-line method over the lease terms.

g) Amortization of intangible assets
Amortization of intangible assets (excluding leased assets) is computed using the straight-line method over
the assets’ useful lives.

Amortization of leased assets is computed using the straight-line method over the lease terms.

Goodwill is amortized on a straight-line basis over the investment recovery period of up to 20 years.

h) Allowance for doubtful accounts

Allowance for doubtful accounts is provided for possible losses on the collection of receivables. The amount
of the allowance for general receivables is based on the write-off ratio. As for certain receivables such as the
ones from the debtors whose solvency is in doubt, the recoverability of each receivable is examined
individually and the estimated unrecoverable amounts are recognized as the allowance.
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i) Reserve for product warranties

Reserve for product warranties is provided for the product warranty expenditure after products are delivered.
The amounts are estimated based on the past statistics and other relevant factors.

j) Reserve for losses on construction contracts

Reserve for losses on construction contracts is provided for the expected total losses to be realized in the
following years on the construction contracts if (1) those losses are judged inevitable at current year-end and
(2) reasonable estimation of the amounts of such losses is possible.

With regard to the construction contracts for which this reserve is recognized, if the year-end balances of
their work-in-process already exceed their respective total contract revenues, the exceeding portion is
recognized as the loss on devaluation of the work-in-process and, accordingly, is not included in the reserve
for losses on construction contracts.

k) Reserve for legal claims

Reserve for legal claims is provided based on estimates of damage compensations and other expenses on
legal claims.

1) Reserve for retirement allowance

Reserve for retirement allowance is provided for employees’ retirement benefits. The amounts are based on
the balances of retirement benefit obligations and estimated pension fund assets (including a retirement
benefit trust) at the end of the fiscal year.

Prior service costs are either expensed as incurred or amortized by the straight-line method over the
years shorter than the average remaining service period of employees.

Actuarial gains and losses for each year are amortized by the straight-line method, starting in the
following year of incurrence, over the years shorter than the average remaining service period of employees.
m) Reserve for treatment of PCB waste
Reserve for treatment of PCB (Poly Chlorinated Biphenyl) waste is provided based on estimated costs of the
treatment of PCB products and equipment.

n) Revenue recognition

With regard to construction contracts, the percentage-of-completion method is applied if reliable estimates of
the (1) total costs on and revenues from a contract and (2) percentage of completion at the balance sheet
date are available. In applying this method, the percentage of completion at the balance sheet date is
estimated based on the costs incurred to date divided by the estimated total costs on the contracts. The
completed-contract method is applied when the above conditions are not met.

o) Hedge Accounting

The principal method in applying the hedge accounting is deferral hedge accounting, where gains or losses on
a hedging instrument are deferred (and recognized as a component of net assets, net of tax effect) until the
losses or gains on the hedged item are recognized in the income statement.

The Group applies the “exceptional method for interest rate swaps” (hereinafter referred to as the
“exceptional method”) when the transactions meet the requirements of relevant accounting standards.

The “exceptional method” is applied when an interest rate swap (hedging instrument) with the
corresponding conditions (e.g. principal amount, maturity and index) to the hedged item is concluded to fix
the interest rate on the hedged item. Under this method, the amounts to be paid or received under the
contract is added to or deducted from the interest; the fair value of the hedging instrument is not computed.

The Group evaluates the effectiveness of its hedging activities by reference to the accumulated gains or
losses on the hedging instruments and those on the hedged items from the commencement of the hedges.
(Change in accounting policy)

When foreign currency receivables or payables were covered by forward exchange contracts (excluding the
cases where comprehensive forward exchange contracts were concluded with regard to build-to-stock
products) and the transactions met the requirements of relevant accounting standards, the Group applied the
“assigning method for foreign currency receivables or payables” until the year ended March 31, 2012.
However, the Group has changed the accounting treatment of foreign currency receivables and payables to a
regular method as a result of the revision of management policy on forward exchange contracts, which was
made in line with the renewal of the business operating structure. The change was made effective the year
ended March 31, 2013, when “2012 Business Plan” was implemented. The effect of this change was
immaterial.

p) Tax-effect accounting

Deferred income taxes arise from temporary differences between the financial reporting and tax bases of
assets and liabilities. They are accounted for under the asset and liability method, where the amounts of
deferred income taxes are calculated using the future tax rates in effect when the temporary differences are
recovered or settled.
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q) Cash and cash equivalents
For the purpose of the consolidated statements of cash flows, cash and cash equivalents consist of cash on
hand, demand deposits and short-term highly liquid investments with maturities of three months or less when
purchased that have insignificant risk of changes in value.
r) Net income per share
The computation of basic net income per share is based on the net income available to common stockholders
and the weighted average number of shares outstanding during each period.

Diluted net income per share is computed based on the assumption that all the share subscription rights
are exercised at the beginning of the year (or issue date if later).

2. U.S. DOLLAR
AMOUNTS

U.S. dollar amounts are included solely for convenience. These translations should not be construed as
representations that the Japanese yen actually represent, or have been or could be converted into, U.S. dollars.

As the amounts shown in U.S. dollars are for convenience only, the rate of ¥94.05 = US$1 prevailing at March
31, 20183 is used for the purpose of the presentation of the U.S. dollar amounts in the accompanying consolidated
financial statements.

3. FINANCIAL
INSTRUMENTS

The carrying amounts on the consolidated balance sheet, fair values and the variance between them of financial
instruments as of March 31, 2013 and 2012 are shown in the following table. The ones whose fair values are
extremely difficult to determine are excluded from the following table and shown in Footnote 2. See Note 1 o) for
the information on hedge accounting.

In millions of yen In thousands of U.S. dollars

2013 2013
Carrying Amount Fair Value Variance Carrying Amount Fair Value Variance

(1) Cash and deposits -+ ¥ 328,365 ¥ 328,365 ¥ - $ 3,491,387 $ 3,491,387 $ -
(2) Trade receivables -« 931,469 931,469 - 9,903,976 9,903,976 -
(8) Securities and

investment securities -+ 183,083 243,146 60,062 1,946,656 2,685,284 638,617
Asset ltems Total oooeeeeeeeee ¥1,442,918  ¥1,502,980 ¥60,062 $15,342,030 $15,980,648 $638,617
(4) Trade payables «-:wweee 663,451 663,451 - 7,054,237 7,054,237 -
(5) Short-term borrowings:-- 154,014 154,014 - 1,637,575 1,637,575 -
(B6) BONds «wveveeseeeinninie 250,000 260,183 10,183 2,658,160 2,766,432 108,272
(7) Long-term borrowings - 627,224 645,459 18,235 6,669,048 6,862,934 193,886
Liability ltems Total -+« ¥1,694,689  ¥1,723,108 ¥28,418 $18,019,021 $18,321,190 $302,158
(8) Derivatives () «wseveeseen: ¥ (18,197) ¥ (18,197) ¥ -||$ (193,482) $ (193,482 $ -

(*) The derivatives positions shown are net amounts. The amounts in parentheses show liability balances.

In millions of yen

2012
Carrying Amount Fair Value Variance
(1) Cash and deposits -« ¥ 262,287 ¥ 262,287 ¥ -
(2) Trade receivables -+ 968,064 968,064 -
(8) Securities and
investment securities -+ 157,653 222,836 65,283
Asset Items Total ¥1,387,905  ¥1,453,189 ¥65,283
(4) Trade payables 651,101 651,101 -
(5) Short-term borrowings:-- 152,344 162,344 -
(6) Bonds «sereeerrerniniiiiin 319900 330]120 10’220
(7) Long-term borrowings -+ 684,902 707,013 22,110
Liability Items Total -+ ¥1,808,248  ¥1,840,579 ¥32,330
(8) Derivatives () «weoeeeeeenee ¥ (1432 ¥ (1,432 ¥ -

(*) The derivatives positions shown are net amounts. The amounts in parentheses show liability balances.
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(Footnote 1) The computation method of the fair values of financial instruments.

(1) Cash and deposits
The book values are used as the fair values since all the deposits are short-term and the fair values are almost equal to the book values.
(2) Trade receivables
The book values are used as the fair values since a large portion of these are settled in a short period and the fair values could be deemed almost equal
to the book values.
(3) Securities and investment securities
Market prices are used as the fair values.
(4) Trade payables; (5) Short-term borrowings
The book values are used as the fair values since they are settled in a short period and the fair values are almost equal to the book values.
(6) Bonds
Market prices are used as the fair values.
(7) Long-term borrowings
The present values of the principal and total interest (*) (discounted by the rate assumed to be applied to the new borrowings of the same conditions)
are used as the fair values.
(%) As for the long-term borrowings to which the "exceptional method" for interest-rate swaps is applied, the principal and total interest according to the
interest rate under the interest-rate swaps are used.
(8) Derivatives
See Note 5.

(Footnote 2) Financial instruments shown below are excluded from the above table because they do not have market prices and it is extremely difficult to

determine their fair values.
In thousands of
In millions of yen U.S. dollars
2013 2012 2013
Carrying amounts of unlisted SeCUrities -+« ¥114,543 ¥151,503 $1,217,894

(Footnote 3) The contractual maturities of monetary receivables and other securities at March 31, 2013 and 2012 were as follows:

In millions of yen In thousands of U.S. dollars
2013 2013
Due afterone  Due after five Due after one Due after five

Due within yearthrough ~ yearsthrough  Due after 10 Due within year through years through ~ Due after 10

one year five years 10 years years one year five years 10 years years
Cash and deposits ««+++«- ¥ 326,731 ¥ - Yy - ¥- | 163474013 $ - S - $-
Trade receivables: - 892,809 35,257 3,402 - 9,492,918 374,875 36,172 -
Securities and

investment securities
Other securities
Government bonds:-- 9 - - - 95 - - -
Total weeeeereerieniiiiens ¥1,219,550 ¥35,257 ¥3,402 y- | | $12,967,038 $374,875  $36,172 $-
In millions of yen
2012
Dueafterone  Due after five
Due within yearthrough ~ years through ~ Due after 10
one year five years 10 years years
Cash and deposits «++++++- ¥ 261,722 ¥ - ¥ - Y-
Trade receivables -+« 903,892 53,852 10,319 -
Securities and
investment securities
Other securities
Government bonds -+ 0 9 - -

Total - ¥1,165,615 ¥53,862  ¥10,319 ¥-
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4. SECURITIES

In millions of yen

a) Breakdown of other securities with market value at March 31, 2013 and 2012

In thousands of U.S. dollars

2013 2013
Carrying Acquisition Unrealized Carrying Acquisition Unrealized
amount cost gain (loss) amount cost gain (loss)
i) Carrying amounts over
acquisition costs:
Equity securities «++-eeeeee ¥107,697 ¥55,123 ¥52,574 | | $1,145,103 $ 586,103 $559,000
Government bonds -+ 0 0 0 0 0 0
Others «eeeeeeeresinni 2 1 0 21 10 0
Subtotal:: e ¥107,700 ¥55,125 ¥52,574 | | $1,145,135 $ 586,124 $559,000
ii) Acquisition costs over
carrying amounts:
Equity securities «++--weeeee ¥ 34,593 ¥42,675 ¥ (8,081)| | $ 367,814 $ 453,748 $ (85,922)
Government bonds =+ 9 9 - 95 95 -
5 5 (0) 53 53 (0)
¥ 34,608 ¥42,690 ¥ (8,082)| | $ 367,974 $ 453,907 $ (85,933)
Total (il ) coeeereereeeenn. ¥142,308 ¥97,816 ¥44,492 | | $1,513,110 $1,040,042 $473,067
In millions of yen
2012
o Aot gon %9
i) Carrying amounts over
acquisition costs:
Equity securities - - ¥ 79,346 ¥32,400 ¥ 46,945
Others v 1 1 0
Subtotal e ¥ 79,347 ¥32,402 ¥ 46,945
ii) Acquisition costs over
carrying amounts:
Equity securitieg - ««xweeveee ¥ 56,161 ¥67,161 ¥(10,999)
Government bonds -+ 9 9 )
OFEIS «+veereereeerreeeaneeneenns 4 5 )
Subtotal e ¥ 56,175 ¥67,176 ¥(11,000)
Total (il ) woeeeeeeeeees ¥135,523 ¥99,578 ¥ 35,944

Footnote:If the market values of the securities decline substantially and if the Group judges that they have no chance of recovery, impairment losses on
them are recognized and the acquisition costs of them are reduced by the same amounts.

b) Sales amounts of other securities with market value and related gains and losses for the years ended March 31,

2013 and 2012

In thousands of

In millions of yen U.S. dollars
2013 2012 2013
SAIES AMOUNTS +++++rvvresrrrreiirteeiitie sttt e ittt r e e s e e ¥291 ¥175,094 $3,094
GBAUNS +++++eeeeesreeeesmree e ettt e ettt ettt e e 161 16 1,711
LLOSSES +++++svvressrertaasttreaistttes ittt e s ihes e e e b et e e e bt e e e bbb - - -

¢) Impairment losses on other securities with market value for the years ended March 31, 2013 and 2012

In thousands of

In millions of yen U.S. dollars
2013 2012 2013
IMPEIMMENT IOSSES +++++++++resrssssertsttiii ¥1,968 ¥2,351 $20,925

Securities with market value are judged as impaired when their market values decline from their book values by (j)
50% or more at the end of a fiscal year, or (i) between 30% and 50% at four consecutive quarter ends (Q1-Q4) of a
fiscal year.

87 MITSUBISHI HEAVY INDUSTRIES, LTD.



Feature Business Segment Review

Intellectual Property
and R&D Activities

. . A A MHI’s WorldWide
ESG Information Corporate Data Financial Section Network

5. DERIVATIVE
FINANCIAL
INSTRUMENTS

The Group uses derivatives for the purpose of reducing the risks mentioned below and does not enter into
derivatives for speculative or trading purposes.
The derivative financial instruments which the Group utilizes are principally foreign currency forward and option
contracts and interest rate swaps. The former is to hedge against the exchange rate risk on the receivables and
payables denominated in foreign currencies and the latter is to fix the interest rate on certain long-term borrowings.
See Note 1 o) for the information on hedge accounting.
The use of the derivatives is subject to the internal control policy; the objective of the derivatives transactions is
limited to hedging against such risks as exchange rate risks and interest rate risks and their use is limited to the
extent corresponding to actual business. Accordingly, the Group believes that market risks resulting from the
change in exchange rates and interest rates are insignificant. The Group also believes that the risk of
nonperformance by counterparties is insignificant because all the counterparties are banks with high credit ratings.
Summarized below are the notional amounts and the fair values of the derivative positions outstanding at March

31,2013 and 2012.

1. Derivatives to which hedge accounting is not applied

Forward foreign exchange contracts (1)

In millions of yen

In thousands of U.S. dollars

2013 2013
Notional Unrealized Notional Unrealized
amount (2 Fair value gain (loss) amount (2 Fair value gain (loss)
Sell:
USS woovveseessemmssnssniennns ¥164,306  ¥181,837  ¥(17,530) | | $1,747,006  $1,933,407 $(186,390)
EUFO weerrerrrerreriiiiniiiiiiininns 7,142 7,728 (585) 75,938 82,169 (6,220)
OthErs reevreerreerrmmmmmmmniininns 950 967 (16) 10,101 10,281 (170)
T ——— ¥172,400  ¥190,532  ¥(18,132) | | $1,833,067  $2,025,858 $(192,791)
In millions of yen
2012
Notional Unrealized
amount (2 Fair value gain (loss)
¥26,030 ¥26,873 Y (842)
23,007 23,034 (26)
4,533 4,792 (258)
18 18 ©)
249 256 6
Total ceeeereens ¥53,303 ¥54,425 ¥(1,121)
(*1) The fair values of exchange contracts are based on forward exchange rates.
(*2) Notional amounts shown above are all due within one year.
2. Derivatives to which hedge accounting is applied
(1) Forward foreign exchange contracts (to which deferral hedge accounting is applied)
In millions of yen In thousands of U.S. dollars
2013 2013
Therein: Therein:
Notional portion due Notional portion due
amount after one year Fair value amount after one year Fair value
Sell:(1)
USE e ¥2,851 ¥- ¥3,007 $30,313 $- $31,972
744 - 906 7,910 - 9,633
299 - 355 3,179 - 3,774
4 - 5 42 - 53
1,513 - 1,710 16,087 - 18,181
D — ¥1,778 Y- ¥1,843 $18,904 $  $19,595
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In millions of yen

2012
Therein:
Notional portion due
amount after one year Fair value
Sell:(1
USS corvvererermsnesennennens ¥11,109 Y- ¥i1.241
5,366 - 5,156
3,730 - 3,813
8,845 - 8,993
9,718 - 9,245
4,597 - 4,616
(e ——— ¥ (2,954) Y- ¥ (2,649

(1) The hedged items on these derivatives are principally trade receivables.
(*2) The hedged items on these derivatives are principally trade payables.

(2) Forward foreign exchange contracts (to which the “assigning method” for foreign currency receivables or
payables is applied)

In millions of yen

2012
Therein:
Eg&nﬁl a?tg?g)r?e[i/%ear Fair value
Sell:(1

USS overersersnessnenenas ¥ 2,440 ¥- (*3)
EUPO veveesersssneseeninas 10,132 - (*3)
145 - (*3)
1,612 9 (*3)
2,152 - (*3)
295 - (*3)

Total e, ¥ 8,657 ¥(9)

(*1) The hedged items on these derivatives are principally trade receivables.

(*2) The hedged items on these derivatives are principally trade payables.

(*3) Since the “assigning method” for foreign currency receivables or payables was applied, the above contracts were treated as part of the hedged trade
receivables/payables, thus their fair values are included in those of the trade receivables/payables, which are shown in Note 3.

() Interest rate swaps (to which the “exceptional method” for interest-rate swaps is applied) (1)

In millions of yen In thousands of U.S. dollars
2013 2013
Therein: Therein:
Notional portion due Notional portion due
Type of transactions amount after one year Fair value amount after one year Fair value
Fixed payment /
variable receipt «--«ooooeeeeeee ¥244,481 ¥197,556 (*2) | | $2,599,479 $2,100,542 (*2)

In millions of yen

2012
Therein:
Notional portion due
amount after one year Fair value
Fixed payment /
variable receipt -« eeeeees ¥251,001 ¥186,556 (*2)

(*1) The hedged items on these derivatives are principally long-term borrowings.
(*2) Since the “exceptional method” for interest-rate swaps is applied, the above interest rate swaps are treated as part of the hedged long-term
borrowings, thus their fair values are included in those of the long-term borrowings, which are shown in Note 3.
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6. INCOME TAXES

The Group is subject to corporation income tax, inhabitants’ tax and enterprise tax, based on income,
which in the aggregate resulted in the statutory tax rate of approximately 37.8% and 40.5% for the years ended

March 31, 2013 and 2012 respectively.

a) Significant components of deferred tax assets and liabilities at March 31, 2013 and 2012, which arose as a result
of the recognition of the tax effect mentioned in Note 1 p), were as follows:

In thousands of

In millions of yen U.S. dollars
2013 2012 2013
Deferred tax assets:
Reserve for retirement allowance <+ v ¥ 92,022 ¥ 94,955 $ 978,437
Accrued expenses for product warranties -« e 45,773 44,903 486,687
Accrued expenses for construction Contracts «««««-+ v 38,994 26,896 414,609
Tax 10SS CarryfOrWards ««««««rwrerers i 32,610 28,799 346,730
Inventory write-downs - 17,345 32,721 184,423
Reserve for losses on construction contracts «+ v 13,076 28,807 139,032
OFNErS eeere s 96,399 112,108 1,024,976
Subtotal 336,223 369,191 3,574,938
Valuation alloWanCe <+ xrrrrrrrersmiirii (76,296) (65,660) (811,228)
Total gross deferred tax assets < v 259,926 303,530 2,763,700
Deferred tax liabilities:
Gain on contribution of securities to retirement benefit trust -+« (65,940) (68,146) (701,116)
Reserve for reduction in costs of fixed assets (26,186) (27,404) (278,426)
Net unrealized gains on investment securities (14,703) (16,621) (156,331)
OFNEIS +vveresreensi (14,712) (17,750) (156,427)
Total gross deferred tax liabilities -« v (121,542) (129,923) (1,292,312)
Net deferred tax assets (liabilities)* ¥138,383 ¥173,607 $1,471,376

*Net deferred tax assets (liabilities) at March 31, 2013 and 2012 are reflected in the consolidated balance sheets as follows:

In thousands of

In millions of yen U.S. dollars
2013 2012 2013
Deferred income taxes in CUrrent assets «« oo ¥138,934 ¥180,747 $1,477,235
Deferred income taxes in investments and advances -+« 10,087 11,180 107,251
Other liabilities in current liabilities -+« ««e e (715) (488) (7,602)
Deferred income taxes in non-current liabilities oo, (9,922) (17,832) (105,497)

b) Reconciliation of the statutory tax rate and the income tax rate as a percentage of income before income taxes

and minority interests

2013 2012
SEALULOrY TaX FALE «+vereererrerseieie Disclosure is omitted 40.5%
Reconciliation: since the difference
Items excluded from expenses between the statutory tax 41
ltems excluded from gross iNCOME «+++++swesserssrresierissiissisienas rate and the income tax 2.1)
(Income) loss from equity method INVestments -« e ir:ézriseabgg;eir;t:gﬁ]sf (2.9)
Valuation allowance taxes and minority 12.5
Tax exemption for research and development expenses ---««««««x----- interests was less than (5.8)
Income taxes for Previous Periods -« - -« wrrrririii, five percent of the 1.3
Reduction in deferred tax assets due to changes in statutory statutory tax rate.
TAX FALE «rveerree e 16.3
Others «eeeerse 0.8
Income tax rate as a percentage of income before income taxes and
MINOMILY INTEIESTS «+ovvvvesrvrreniii 64.7%
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7. INTEREST-
BEARING DEBTS
AND LEASE
OBLIGATIONS

a) Short-term interest-bearing debts at March 31, 2013 and 2012 consisted of the following:

In thousands of

In millions of yen U.S. dollars
2013 2012 2013

Short-term loans, principally from banks (with weighted-average

interest rate of 0.8% at March 31, 2013) «++rrverrrven ¥154,014 ¥152,344 $1,637,575
Current portion of long-term loans, principally from banks and

insurance companies (with weighted-average interest rate of

1.5% at March 31, 2013) «roerverer 150,171 131,713 1,596,714
Current portion Of DONAS «+erererrvrim 50,000 69,900 531,632
TORAI creeeeereesriie s ¥354,185 | ¥353,957 $3,765,922

b) Bonds at March 31, 2013 and 2012 consisted of the following:

In thousands of

In millions of yen U.S. dollars
2013 2012 2013
Unsecured bonds issued by MHI:
1.083% bonds due Jan 2013 (issued in Jan 2003) «-wxoeeeeveeiensinnes ¥ - | ¥ 30,000 $ -
0.70% bonds due Jun 2013 (issued in Jun 2003) ««ceveereereemienenie 50,000 50,000 531,632
2.04% bonds due Sep 2016 (issued in Sep 2008) :««xxxewveeveereeesiee 20,000 20,000 212,652
1.47% bonds due Sep 2012 (issued in Sep 2007) «-wx-vveseerrvrsinenes - 39,900 -
1.69% bonds due Sep 2014 (issued in Sep 2007) «-wx-vveeerrrersinenes 20,000 20,000 212,652
2.03% bonds due Sep 2017 (issued in Sep 2007) «««xxveeversieerensien 60,000 60,000 637,958
0.688% bonds due Dec 2014 (issued in Dec 2009) «+:xxxwveeveereveen 50,000 50,000 531,632
1.482% bonds due Dec 2019 (issued in Dec 2009) «:+-xwxvveeevrsienes 50,000 50,000 531,632
TO@S e ¥250,000 | ¥319,900 $2,658,160

The aggregate annual maturities of bonds at March 31, 2013 were as follows:

In thousands of

Years ending March 31 In millions of yen U.S. dollars
2014 (= current portion)--- ¥ 50,000 $ 531,632
70,000 744,284
20,000 212,652
60,000 637,958
50,000 531,632
200,000 2,126,528
[ @1 ooosose000000000030000005000000000909909009999030990905909030959030050900000300C0TCACET0oT000300I30IA000900C ¥250,000 $2,658,160

¢) Long-term borrowings at March 31, 2013 and 2012 consisted of the following:

In thousands of

In millions of yen U.S. dollars
2013 2012 2013
Non-current portion of long-term loans, principally from banks
and insurance companies, due 2014 to 2030 (with weighted-
average interest rate of 1.6% at March 31, 2013)-++eervervniinnnn ¥477,053 ¥553,189 $5,072,333
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The aggregate annual maturities of long-term borrowings at March 31, 2013 were as follows:

In thousands of

Years ending March 31 In millions of yen U.S. dollars
20714 (= GUITENE POTHION) +++rsesseseeseesessr et ¥150,171 $1,596,714
181,745 1,932,429
50,341 535,257
48,255 513,078
89,602 952,706
107,107 1,138,830
NON-CUITENT POHON SUDTOTAL -+t 477,053 5,072,333
TOT@I e ¥627,224 $6,669,048

d) Lease obligations at March 31, 2013 and 2012 consisted of the following:

In thousands of

In millions of yen U.S. dollars
2013 2012 2013
Current portion of lease obligations ««««++ v ¥ 2,340 ¥ 2,177 $ 24,880
Non-current portion of lease obligations ««« -« v 8,441 8,218 89,750
TORAl v ¥10,781 ¥10,396 $114,630
8. PLEDGED ASSETS In thousands of
AND RELATED In millions of yen U.S. dollars
LIABILITIES Assets pledged as collateral 2013 2012 2013
Property, plant and equipment: ¥10,020 ¥ 9,566 $106,539
Trade FECEIVADIES <+ ctteeeteerteeitiiiie et 1,903 1,198 20,233
(0 1272 = R PN 359 363 3,817
¥12,282 ¥11,127 $130,590

In thousands of

In millions of yen U.S. dollars
Liabilities related to the assets pledged as collateral 2013 2012 2013
Long-term borrowings ¥3,137 ¥3,985 $33,354
SOM-TEIMM DOITOWINGS «++++vvvsrerereesirsssssise s 1,372 1,084 14,587
TOT@I e ¥4,509 ¥5,070 $47,942
9. CONTlNG ENT In thousands of
LIABILITIES In millions of yen U.S. dollars
Contingent liabilities 2013 2012 2013
Guarantee obligations on such debts as borrowings from
financial institutions by companies outside the MHI Group «--««+++-eee ¥55,238 ¥62,034 $587,325
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10. RETIREMENT
BENEFITS

The Group has several non-contributory defined benefit pension plans and severance indemnity plans,

and there are occasions where employees receive special lump-sum payments at retirement. Contributions to the
plans are funded in accordance with the applicable laws and regulations. See Note 1 |) for accounting polices and
related information.

a) Benefit obligations and related information at March 31, 2013 and 2012 were as follows:

In thousands of

In millions of yen U.S. dollars
2013 2012 2013

@ Retirement benefit OBIIGAtIONS «+++++++vrrereeemesiiii ¥(593,285) | ¥(610,093) $(6,308,187)
@) Fair value of plan @SSets « e 529,425 492,091 5,629,186
@ Unfunded benefit obligations (D) + @)+ (63,859) | (118,002) (678,989)
@ Unrecognized actuarial [0SSEs (Qains) -+« ++sxsssssesmeeisisninniiins 100,860 160,268 1,072,408
® Unrecognized prior SErvice COStS (Credits) «« -« (5) (66) (53)
® Net benefit liability recognized on the consolidated

balance sheets ((Q)+(@) + (B)) «+++rrrerreserrsmsniniiiii 36,995 42,199 393,354
(D Prepaid pension expenses . 88,899 89,202 945,231
Reserve for retirement allowance () — (@) -+« wveerveeieiiniieinnn ¥ (51,904) | ¥ (47,002 $ (551,876)

b) The components of net periodic retirement benefit expenses for the years ended March 31, 2013 and 2012
consisted of the following:

In thousands of

In millions of yen U.S. dollars
2013 2012 2013
SBNVICE COBE 1+oreeresrettiimisisi ¥27,764 ¥28,330 $ 295,204
INtErest COSL roreeserrrnriini e, 11,819 12,262 125,667
Expected return on plan assets = (10,607) (11,377) (112,780)
Amortization of actuarial [0SSes (GaiNg) =+« «w+wrreererirni 23,585 21,789 250,770
Amortization of prior service Costs (Credits) -« (76) (270) (808)
Retirement benefit eXPENSES «««- wxrrvrereerii ¥52,486 ¥50,734 $ 558,064

¢) The principal assumptions used in determining the information above at March 31, 2013 and 2012 were as
follows:

2013

2012

DiSCOUNT FatE e eerererararriiiniiiniiiiiiiiiiiiiiisisiiiss e
Expeoted rate of return on p|an ASSELS rerrrererriiiiiiii

Amortization period for prior SEIVICE COSES +rrrerrrrrrrrrrrnrnrniieiians
Amortization period for actuarial gains and 10SSESs «««+++wvrerreersiiinnnnns

2.0%

2.4%

Expensed as incurred
or9to 18 years

9to 21 years

2.0%

2.4%

Expensed as incurred
or9to 15 years

9to 19 years

11. GAIN ON SALES

In thousands of

OF FIXED ASSETS In millions of yen U.S. dollars
2013 2012 2013
LGN +++vvseessemssemese s ¥3,295 | ¥23,447 $35,034
OtNErs »veeeeeersii 862 4,896 9,165
O ————— ¥4,157 | v¥28,344 $44,199
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12. BUSINESS Business structure improvement expenses for the year ended March 31, 2013 consisted of business reorganization
STRUCTURE expenses relating to Machinery & Steel Infrastructure Systems business and Others.
IMPROVEMENT Business structure improvement expenses for the year ended March 31, 2012 consisted of business
EXPENSES reorganization expenses relating mainly to Shipbuilding & Ocean Development business, Power Systems business,

Machinery & Steel Infrastructure Systems business and General Machinery & Special Vehicles business.

13. LOSS ON The following is a description of the loss on impairment of fixed assets recognized
IMPAIRMENT OF inthe year ended March 31, 2013.
FIXED ASSETS

a) Description of the impaired asset group
The impaired asset group consisted mainly of buildings and structures and machinery and transportation equipment
for operating purpose which were located in Mie, Yamagata, etc.

b) Method of asset grouping
The principal unit of asset grouping is works. Basically, assets for rental purpose, idle assets and assets to be
disposed of due to termination or transfer of some operation are each treated as separate asset groups.

c) Reason to recognize the impairment
Because some assets are going out of use in relation to the reorganization of some operation, their book values
were written down to recoverable amounts.

d) Calculation method of recoverable amounts

Recoverable amounts are measured either by fair value less costs to sell or the value in use. The value in use is
computed by discounting the future cash flows to be derived from the assets to the present value with the rate of
4.6%.

e) Impairment loss amount and the breakdown

In thousands of

In millions of yen U.S. dollars
Breakdown by the income statement accounts 2013 2013
“Business structure improvement expenses” under extraordinary [0SS: ««++««xtervveenees ¥4,557 $48,452
“Other expenses” under NON-0perating EXPENSES «++««xx+wrrrrririri 2,504 26,624
TOTAI v +vereeemreneeame et ekt ettt etk e ek kR kRt h ettt ¥7,062 | $75,087
In thousands of
In millions of yen U.S. dollars
Breakdown by the category of the fixed assets 2013 2013
BUildiNgs @nd STrUCTUIES -+ ««+sxveevresiisiiii ¥3,583 $38,096
Machinery and transportation EQUIPIMENT ««+«xxeveerrreiisiiri 2,295 24,401
1,183 12,578
TOTAI v +vereeaneeneeante et et ettt b ekttt ek ke R ekt R bbbttt ¥7,062 $75,087

The following is a description of the loss on impairment of fixed assets recognized
in the year ended March 31, 2012.

a) Description of the impaired asset group
The impaired asset group consisted mainly of machinery and transportation equipment and land for operating
purpose which were located in Nagasaki, Fukuoka, etc.

b) Method of asset grouping

The principal unit of asset grouping is works. Basically, assets for rental purpose, idle assets and assets to be
disposed of due to termination or transfer of some operation are each treated as separate asset groups.
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¢) Reason to recognize the impairment
Because some assets are going out of use in relation to the reorganization of some operation, their book values
were written down to recoverable amounts.

d) Calculation method of recoverable amounts

Recoverable amounts are measured either by fair value less costs to sell or the value in use. The value in use is
computed by discounting the future cash flows to be derived from the assets to the present value with the rate of
3.5%.

e) Impairment loss amount and the breakdown

In millions of yen

Breakdown by the income statement accounts 2012

“Business structure improvement expenses” under extraordinary [0SS -+« erreeererrinens ¥5,150
“Other expenses” under NON-0perating EXPENSES ««+««x+wwrrrrrrriir 1,841
Lo 1 LT PP PP P PP ¥6,992

In millions of yen

Breakdown by the category of the fixed assets 2012

Machinery and transportation €QUIPIMENT - «««-xeerrri ¥3,823
LANG e 2,193
Buildings and Structures, etC. ««r e 975
= U S ¥6,992

14. CONSOLIDATED Reclassification adjustments and tax effect on other comprehensive income (loss) for the years
STATEMENTS OF ended March 31, 2013 and 2012 were as follows:

COMPREHENSIVE In thousands of
INCOME In millions of yen U.S. dollars
2013 2012 2013
Net unrealized gains (losses) on investment securities -+«
Gains (losses) arising during the year ¥10,527 ¥(11,223) $111,929
Reclassification adjustments -« v 1,806 2,305 19,202
Net unrealized gains (losses) on investment securities, before tax - 12,334 (8,918) 131,143
Deferred taxes relating to net unrealized gains (losses) on
INVESTMENT SECUNHIES -+ ++++1eerreereeetteiiieiiieeiiee e (2,702) 5,310 (28,729)
Net unrealized gains (losses) on investment securities, net of tax::--- 9,631 (3,607) 102,402
Deferred gains (losses) on hedges
Gains (losses) arising during the year: -+« (356) (1,283) (3,785)
Reclassification adjustments 598 2,124 6,358
Deferred gains (losses) on hedges, before tax -« 241 840 2,562
Deferred taxes relating to deferred gains (losses) on hedges -+« 4) (291) (42)
Deferred gains (losses) on hedges, net of tax 236 549 2,509
Foreign currency translation adjustments
Gains (|OSSGS) arising during the YEAN ++erererrressn 25’993 9’455 276,374
Reclassification adjustments (354) - (3,763)
Foreign currency translation adjustments =« 25,638 9,455 272,599
Share of other comprehensive income (loss) of entities accounted
for using the equity method
Gains (losses) arising during the year =« 10,575 (1,650) 112,440
Reclassification adjustments (27) (400) (287)
Share of other comprehensive income (loss) of entities accounted
for using the equity method, net of tax v 10,547 (2,051) 112,142
Changes in equity interest
Gains (losses) arising during the year «+« oo 1,725 - 18,341
Other comprehensive income (I0Ss), Nt Of tax -+ «wververve. ¥47,780 ¥(14,565) $508,027
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15. CONSOLIDATED a) Total number of shares issued and treasury stock at March 31, 2013 and 2012 were as follows:

STATEMENTS OF
CHANGES IN
NET ASSETS Type of Increase by Decrease by
shares At March 31, 2012 March 31, 2013  March 31, 2013 At March 31, 2013
Common
Total number of shares issued -+ stock 3,373,647,813 - - 3,373,647,813
Common
Treasury StOCK ««+- - vvrrvvmneniin stock 18,546,244 29,758 121,164 18,454,838

(1) Reason for increase of treasury stock
Repurchasing of shares that were less than the minimum trading UNit « e, 29,758

(2) Reason for decrease of treasury stock
Disposal resulting from the exercise of share subscription rights, which were issued for the

purpose Of Providing STOCK OPLIONS «+««xrrvrrrrrrriiniiiiiii s 119,000
Disposal resulting from purchase request from shareholders who have some shares that were
less than the minimum trading UNIE ««ceeeeeeremi s 2,164
121,164
b) Cash dividends
(1) Cash dividends paid
Cash dividends
per share Total cash dividends paid
Type of InU.S. In millions In thousands
Resolution shares Record date Effective date  Inyen dollars of yen of U.S. dollars
June 21, 2012

Ordinary General Common March 31, June 22,

Meeting of Shareholders - stock 2012 2012 ¥3 $0.0319 ¥10,065 $107,017
October 31, 2012 Common September 30, December 5,

Board of Directors «««+ . eeeenee stock 2012 2012 ¥3 $0.08319 ¥10,065 $107,017
TTOTA e vveereeeaseneante et e e see ekttt ekttt R ettt R 4 h £ £ R4 ek R etttk e et ¥20,131  $214,045
(2) Dividends of which record date is within this fiscal year but the effective date is within next fiscal year

Cash dividends
per share Total cash dividends paid
Type of InU.S. In millions In thousands
Resolution shares Record date Effective date  Inyen dollars of yen of U.S. dollars
June 26, 2013

Ordinary General Common March 31, June 27,

Meeting of Shareholders -+ stock 2013 2013 ¥5 $0.0532 ¥16,776 $178,373
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16. SHARE-BASED
COMPENSATION
PLANS

MHI has the following share-based compensation plans for the directors and corporate executive officers.

The share-based compensation expenses, which amounted to 424 million yen ($4,508 thousand) in the year
ended March 31, 2013 and 364 million yen in the year ended March 31, 2012, are included in selling, general and
administrative expenses.

a) Conditions for issue of stock options

Stock options  Stock options ~ Stock options  Stock options  Stock options  Stock options  Stock options  Stock options

(4th grant) (5th grant) (6th grant) (7th grant) (8th grant) (9th grant) (10th grant) (11th grant)
Directors &  Directors &  Directors & Directors &  Directors &  Directors &  Directors &

Crantee o executive  executive  execuive  Executve  executive  executve  executve  executive
(Number of individuals) - officers (25) ~ officers (30)  officers (33)  officers (2)  officers (33)  officers (35)  officers (38) ~ officers (40)
Number of shares «........ 663,000 400,000 806,000 46,000 1,109,000 1,259,000 1,364,000 1,632,000
Type of share v Commonstock ~ Commonstock ~ Commonstock ~ Commonstock — Commonstock ~ Commonstock ~ Common stock  Common stock

August 18,2008 February 20,2009  August 17, 2009
August 19,2008 February 21,2009  August 18, 2009
August 18,2088 February 20, 2039 August 17, 2039

August 17,2010 December 15, 2011 August 16, 2012
August 18, 2010 December 16, 2011 August 17, 2012
August 17, 2040 December 15, 2041 August 16, 2042

Grant date August 17, 2006
Exercise period (from) -~ August 18, 2006
[L(o) e June 28,2036

August 16, 2007
August 17, 2007
August 16, 2037

b) Activities of stock options in the year ended March 31, 2013

Number of shares

Stock options  Stock options  Stock options  Stock options  Stock options  Stock options  Stock options  Stock options

(4th grant) (5th grant) (6th grant) (7th grant) (8th grant) (9th grant) (10th grant)  (11th grant)
Unexercised at March 31, 2012 ...~ 562,000 348,000 788,000 46,000 1,109,000 1,259,000 1,364,000 -
Granted - - - - - - - - 1,632,000
Vested - vveeeiinienii - - - - - - - 1,632,000
EXEICISEd vrrvrvrreerrirrenieinans 73,000 - 20,000 - - 3000 23,000 -
Expired - - - - - - - -
Unexercised at March 31, 2013 .... 489,000 348,000 768,000 46,000 1,109,000 1,256,000 1,341,000 1,632,000
c) Price per share
In yen
Stock options  Stock options  Stock options  Stock options  Stock options  Stock options  Stock options  Stock options
(4th grant) (5th grant) (6th grant) (7th grant) (8th grant) (9thgrant)  (10th grant)  (11th grant)
Weighted-average exercise price --- ¥ 1 ¥ 1 ¥ 1 ¥ 1 ¥ 1 ¥ A1 ¥ A1 ¥ A1
Weighted-average market share
pnoe when the share gubscnphon 406 B 304 B B 334 31 B
rights were exercised in the year
ended March 31, 2013
Grant date fair valug -++--vveeveennnn 443 644 471 194 294 258 267 260
In U.S. dollars
Stock options  Stock options  Stock options  Stock options  Stock options  Stock options  Stock options  Stock options
(4th grant) (5th grant) (6th grant) (7th grant) (8th grant) (9th grant) (10th grant) ~ (11th grant)
Weighted-average exercise price --- $0.01 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01
Weighted-average market share
pnce when the share gubscnphon 430 B 393 B B 355 330 B
rights were exercised in the year
ended March 31, 2013
Grant date fair valug .+« vveeveennnn 4.7 6.85 5.01 2.06 3.13 2.74 2.84 2.76
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d) Estimate method of fair value of stock options
The fair value of stock options granted in the year ended March 31, 2013 was estimated using the
Black-Scholes option-pricing model with the following assumptions.

Stock options (11th grant)

Expected volatility 1 .vooviiinnnn 37.728%
Expected life of option 2 ........ 15 years
¥6
Expected dividends 3 ............. ($0.064)
per share
Risk-free interest rate 4 .......... 1.389%

(*1) Estimated based on the actual share prices of 15 years (August 16, 1997 - August 16, 2012).

(*2) Calculated on the assumption that the share subscription rights would be excised at the middle point of the exercise period.
(*3) Actual cash dividends for the year ended March 31, 2012

(*4) Yield of Japanese government bonds with the same years to maturity as the above expected life of option.

e) Estimate method of the number of vested share subscription rights
All of the share subscription rights were vested when granted.

17. CASH AND CASH “Cash and cash equivalents at end of year” in the statements of cash flows for the years ended March 31,
EQUIVALENTS 2013 and 2012 consisted of the following:

In thousands of

In millions of yen U.S. dollars
2013 2012 2013
¥328,365 | ¥262,287 $3,491,387
. (8,938) (7,682) (95,034)
TOtal +vreeee e ¥319,426 | ¥254,605 $3,396,342
18. RESEARCH AND
In thousands of
DEVELOPMENT In millions of yen U.S. dollars
EXPENSES 2013 2012 2013
Research and development EXPEeNSEs: «+«« xwwrrri ¥120,040 | ¥121,420 $1,276,342

19. ACCUMULATED

In thousands of

DEPRECIATION In millions of yen U.S. dollars
2013 2012 2013
Accumulated depreciation of property, plant and equipment:-«---------.. ¥1,800,938 | ¥1,754,645 | $19,148,729
20. ASSET When the Group disposes of certain assets belonging to nuclear energy business, those assets are required to be
RETIREMENT treated with a special care as radioactive wastes. In principle, the Group recognizes asset retirement obligations on
OBLIGATIONS those assets. With regard to some of those assets, however, the Group does not recognize asset retirement

obligations because estimation of necessary costs to dispose of them is not available due to the fact that the
technology necessary to dismantle or dispose of them and the legislation on how they should be disposed of have
been developed only partially. Those assets include the facilities conducting research and development concerning
the safeness of constituting material of reactors, nuclear fuel and so on.
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Notes to Consolidated Financial Statements

Mitsubishi Heavy Industries, Ltd. and Consolidated Subsidiaries
Years ended March 31, 2013 and 2012

21. SIGNIFICANT Disclosure of condensed consolidated financial statements of significant affiliates under statutory
AFFILIATES criteria is required. Caterpillar Japan Ltd. was a significant affiliate in the year ended March 31,
2012.
In millions of yen
Caterpillar Japan Ltd. 2012
Total CUIrent @SSets «xwr e ¥202,290
Total non-current assets 91,291
Total current Tabilities -+« ««vrerevrrer 181,544
Total non-current liabilities -« «+«rreevrrrr 16,189
Total net @ssets < 95,847
SaIES e 453,684
Income before income taxes and minority iNterests -« v 22,372
NEEINCOME +eveerrereis ¥ 15,108

22. SUBSEQUENT On June 11, 2013, MHI concluded a basic integration agreement and a joint venture agreement in
EVENT relation to the business integration centered on the thermal power generation systems (hereinafter
referred to as the “Definitive Agreements”) with Hitachi, Ltd. (hereinafter referred to as “Hitachi”).
The Definitive Agreements, concluded in line with a basic agreement concluded on November 29,
2012 between MHI and Hitachi with a view to enhancing the thermal power generation systems
business, contain the terms and conditions on the business integration. The following is a summary
of the agreement on the business integration.

(1) Schedule and method of the business integration
MHI will set up a new legal entity that will succeed the business under the agreements
(hereinafter referred to as the “Integrated Company”) first. Then, effective January 1, 2014, MHI
and Hitachi each will transfer the business under the agreements to the Integrated Company
mainly by way of absorption-type company split.

(2) Percentage of shareholding in the Integrated Company
MHI and Hitachi will hold 65% and 35%, respectively, of the shares in the Integrated Company.
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Independent Auditor’s Report

2-2-3 Uchisaiwal-cho
Chiyoda-hu, Tokyo, Japan 100-0011
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Tel: +21 3 3503 1100
Fax: +81 3 3503 1197

Independent Auditor’s Report

The Board of Directors
Mitsubishi Heavy Industries, Ltd.

We have audited the accompanying consolidated financial statements of Mitsubishi Heavy Industries, Ltd. and
its consolidated subsidiaries, which comprise the consclidated balance sheet as at March 31, 2013, and the
consolidated statements of income, comprehensive income, changes in net assets, and cash flows for the year
then ended and a summary of significant accounting policies and other explanatory information, all expressed
in Japanese yen.

Managements Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with accounting principles generally accepted in Japan, and for designing and operating such
internal control as management determines is necessary to enable the preparation and fair presentation of the
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in Japan. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. The purpose of an audit of the consolidated financial statements is not to express an opinion on the
effectiveness of the entity’s internal control, but in making these risk assessments the auditor considers internal
controls relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Mitsubishi Heavy Industries, Lid, and its consolidated subsidiaries as at
March 31, 2013, and their consolidated financial performance and cash flows for the year then ended in
conformity with accounting principles generally accepted in Japan.

Emphasis of Matter

We draw attention to Note 22 to the consolidated financial statements, which describes that Mitsubishi Heavy
Industries, Ltd. concluded an agreement in relation to the business integration centered on the thermal power
generation systems with Hitachi, Ltd. on June 11, 2013. Our opinion is not qualified in respect of this matter.

Convenience Translation

We have reviewed the translation of these consolidated financial statements into U.S. dollars, presented for the
convenience of readers, and, in our opinion, the accompanying consolidated financial statements have been
properly translated on the basis described in Note 2.

Ernst & %ﬂuwjr Shompsho LAC

June 26, 2013
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