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I, CFO Kozawa, will explain the FY2019 Financial Results.
Order intake increased ¥315.2 billion YoY to ¥4,168.6 billion due to strong growth in the Power
segment.
Revenue declined slightly to ¥4,041.3 billion due to the decrease in the Industry & Infrastructure
segment sales. This was mainly the result of a slowdown in the medium‐lot product business
which was impacted by the U.S.‐China trade friction and the COVID‐19 crisis.
Profit from business activities ended in a loss of ¥29.5 billion, a substantial decrease from the
previous fiscal year due to a significant loss recognized in our SpaceJet business, including
impairment on assets capitalized up to last fiscal year.
Profit attributable to owners of parent decreased by ¥14.2 billion YoY to ¥87.1 billion, as a result
of the recording of deferred tax assets related to losses from SpaceJet for previous fiscal years,
while profit from business activities declined significantly.
We believe that our balance sheet has improved as risk assets have been reduced and eliminated,
mainly through the collection of Indemnification Assets for South African Projects and the
impairment of SpaceJet‐related assets.
Free cash flow totaled ¥212.9 billion, exceeding the forecast of ¥50.0 billion announced in the
beginning of the fiscal year and the ¥100.0 billion revised forecast of February this year,
attributable to a larger working capital reduction than initially expected. As a result, interest‐
bearing debt reached a record low of ¥598.2 billion.
In summary, excluding the impact of COVID‐19, the results are generally within the range of our
expectations as announced in our third quarter presentation of February this year.
Management focus on cash flow is now widely practiced in our business operations, and our
financial position remains firm.
In light of these circumstances, our annual dividend payout will be kept as originally planned at
¥150 per share.
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In comparison with the forecast announced in February this year, order intake
exceeded the forecast of ¥4.05 trillion by approximately ¥100.0 billion, while revenue
fell short of the forecast of ¥4.15 trillion by approximately ¥100.0 billion.
The forecast of profit from business activities was ¥0, and the profit attributable to
owners of parent was ¥100.0 billion. However, our results fell short of these targets
by approximately ¥30.0 billion and ¥13.0 billion, respectively.
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The FY2019 results shown on page 6 are broken down into SpaceJet‐related results
and results excluding SpaceJet.
For SpaceJet, the breakdown of the loss from business activities of ¥263.3 billion is
made up of ¥140.9 billion for development expenses incurred in the current fiscal
year and ¥122.4 billion for impairment losses on investment assets capitalized in and
before FY2018.
To explain further, since we recognized deferred tax assets for the losses including
previous years’ losses, the negative impact on profit attributable to owners of parent
is smaller than on profit from business activities.
In the previous fiscal year, businesses, excluding SpaceJet, generated ¥4,078.3 billion
in revenue, ¥271.9 billion in profit from business activities, and a profit margin of
6.7%. We recognize that the decline in profit margin in our businesses excluding
SpaceJet（6.7%→5.8%）is a major management challenge.
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In the Power segment, order intake, revenue, and profit from business activities
improved year‐on‐year, while in the Industry & Infrastructure segment, all of these
decreased from the previous fiscal year.
In the Aircraft, Defense and Space segment, although order intake and revenue
increased from the previous fiscal year, profit from business activities declined due to
increased losses in the SpaceJet business. Excluding SpaceJet, profit from business
activities in the segment has improved. Further details regarding segment
performance are covered on pages 11 through 13.

8

Total assets decreased ¥157.0 billion to ¥4,985.6 billion.
The adoption of IFRS 16 from this fiscal year resulted in an increase of ¥97.6 billion in
leased assets and liabilities due to the expansion of the scope of certain assets and
liabilities now required to be on‐balance sheet. However, the reduction of our
balance sheet is progressing as a result of the elimination of risk assets mentioned
earlier and improvements in working capital such as the reduction of trade
receivables.
Interest‐bearing debt decreased ¥66.8 billion from the previous fiscal year to a record
low of ¥598.2 billion.
Equity decreased significantly from ¥1,748.8 billion to ¥1,290.0 billion, mainly due to
the reclassification of non‐controlling interests into liabilities in connection with the
settlement of South African projects.
Equity attributable to owners of parent decreased by ¥212.5 billion from the end of
the previous fiscal year, mainly due to changes from profit attributable to owners of
parent and dividends, as well as a decrease in unrealized gains due to a decline in the
market value of stocks held and a decrease in capital surplus due to South African
projects‐related accounting treatment.
Please see page 10 for main financial indicators.
Additional commentary on our financial position is provided on pages 15 through 17.
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As for FY2019 order intake, the Power segment enjoyed increases, especially in GTCC
and nuclear power. In the Industry & Infrastructure segment, turbochargers and
machine tools fell significantly. In the Aircraft, Defense & Space segment, orders
increased mainly in space systems, defense aircraft / missile systems and naval ships.
Order backlog increased mainly in the Power segment, resulting in a total increase for
the first time in three years.
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Turbochargers revenue declined approximately 20% from the previous fiscal year.
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As described on page 7, the increase in SpaceJet‐related losses has had a significant
impact. Profit from business activities excluding SpaceJet decreased by ¥38.1 billion
to ¥233.8 billion from ¥271.9 billion in the previous fiscal year.
As I mentioned earlier, we are taking the decline in our profitability excluding
SpaceJet seriously. On top of this, the impact of the COVID‐19 crisis is also expected
to be significant. Under these circumstances, profit from business activities will be
exposed to strong downward pressure, at least temporarily.
Please refer to pages 45‐47 for additional information on order intake, revenue and
profit from business activities by segment.
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Here we summarize the improvements that we made to our balance sheet in FY2019.
First, I will explain the notes marked with ※ on the right.
The slide shows total assets of ¥5.1 trillion on the left and ¥4.6 trillion on the right. On page
9, I explained that total assets decreased from ¥5,142.7 billion at the end of FY2018 to
¥4,985.6 billion at the end of FY2019. As of the end of FY2019, the balance sheet still
included ¥407.8 billion of indemnification assets related to South African projects for which a
settlement was reached with Hitachi, Ltd. If these assets had not been included, the balance
sheet would effectively have been ¥4,577.8 billion, or about ¥4.6 trillion.
We believe that we were able to reduce the size and improve the quality of our balance
sheet by reducing negative legacy and risk assets and transforming them into more
productive assets.
The main contents of the shifting of assets are described here.
Indemnification assets related to South African projects will be transformed into ¥200.0
billion cash and an increase in MHI’s ownership of MHPS to 100%. Cash payment from Hitachi
was already received at the end of March this year, and the 100% consolidation of MHPS is
scheduled to take place upon antitrust clearance from regulatory authorities abroad.
In addition, all SpaceJet‐related assets were written off in FY2019. An impairment loss was
recorded due to the uncertainty over the collectability of assets previously recorded.
At the same time, we recorded deferred tax assets that have the effect of reducing future
cash‐outs in tax payments on future profits generated by the company on a consolidated
basis.
We have also sold some cross‐holding shares, and sold or reutilized some low operating
factories. Through these measures our balance sheet is steadily improving.
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From this chart, I think you can understand that the reduction of working capital and
the improvement of the cash conversion cycle (CCC) have been progressing steadily
over the past 10 years.
A year ago, I thought it would be difficult to improve on these, but in fact we
succeeded in making further improvements in FY2019 through negotiating better
payment conditions and other similar activities.
In FY2020, unfortunately, we expect that working capital will increase, as we consider
the progress of projects for which we have received advance payments.
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Page 17 summarizes changes over time in indicators relating to financial stability.
The bar graph on the far right shows the pro‐forma based figures when the
adjustments related to MHPS shares scheduled for FY2020, as explained on page 15,
are reflected on the balance sheet as of the end of FY2019.
Interest‐bearing debt reached a record low of approximately ¥600.0 billion, and net
debt was approximately ¥320.0 billion after offsetting cash and cash equivalents.
The debt‐to‐equity ratio was 0.46, higher than 0.38 in the previous fiscal year, but we
believe this is still within an acceptable range.
The equity ratio has declined to 24.4%, but when calculated based on the far right
figures, taking into account adjustments for South African projects‐related assets as
explained earlier, the ratio becomes 26.7%, which I believe is a relatively stable level.
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In summary, an overview of FY2019 highlights and challenges is shown on page 18.
Sentences written in blue are positive remarks, while sentences written in red outline
our challenges.
First, the strong performance of Power segment contributed to our securing order
intake in excess of ¥4 trillion.
Next, we believe that we have made steady progress in reducing the size and
improving the quality of our balance sheet.
And, while sufficient liquidity has always been maintained, we have taken measures
to further mitigate risks by securing additional credit lines in preparation for the
disruption caused by COVID‐19.
Our primary challenge is a decline in profitability of our businesses, even excluding
SpaceJet.
The four main contributing factors are the drastic changes in the market caused by
COVID‐19, excessive fixed costs in the steam power business, loss making projects in
overseas plant businesses, and the trend toward increasing SG&A expenses. Facing
these challenges, we recognize that it is critical to take appropriate measures
immediately.
This concludes my explanation.
Mr. Izumisawa, our President and CEO will continue to explain our FY2020 strategic
measures.
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Now, I, President and CEO Izumisawa, will explain our strategic measures for FY2020.
Page 20 compares the business environment at the time of the launch of the 2018 Medium‐Term
Business Plan (2018 MTBP) with that of today. When formulating the 2018 MTBP, we positioned
the following businesses as growth areas: Aero Structure Tier 1 and aero engines, as well as
logistics systems, thermal systems and turbochargers. However, the subsequent decline in
Boeing's production levels and the trade friction between the United States and China has had an
impact. In our SpaceJet business, the delivery of the first aircraft was scheduled for the middle of
CY2020, but was postponed until FY2021 or later due to delays in development.
These businesses are further significantly affected by the COVID‐19 crisis, demanding that urgent
measures be taken.
Next, as for the Power business, at MHPS, our joint venture company for thermal power, we have
been working on structural reforms with a view to balancing the current high operational levels in
our steam power business and the eventual reduction in the size of our steam power business
from FY2021 onward. In this field, global decarbonization and energy transition are accelerating.
Against this backdrop, we decided to make MHPS a 100% subsidiary of MHI with the settlement
of the South African projects. Through this strategic step we will build an organization to promote
next‐generation solutions, and accelerate the structural transition of this business by expanding
synergies within the MHI group.
Domestic businesses, particularly nuclear power and defense and space businesses, have
remained firm. And, in terms of overall organization, while we have been operating our
businesses under three domains, in April we reorganized our business organization structure into
three domains and four segments with the aim of improving our business agility.
In addition to the above, under our current 2018 MTBP, we launched and have been developing
growth strategies through the MHI FUTURE STREAM activities. To advance these growth
strategies we recently established the Growth Strategy Office. We will work to expand new
growth areas through collaboration between domains.
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In response to these changes in the business environment, we have developed a set
of major strategic measures for FY2020, which are listed here.
The first is determining the impact of COVID‐19 and implementing emergency
measures. Details are provided on the following pages.
The second challenge is how to secure profitability in the current business
environment. As part of that effort, we will strive to maximize group synergies and
expand our services business, centering on the new MHPS (Mitsubishi Power).
The third is a review of SpaceJet's development schedule and budget.
Finally, we will work to maintain the solid performance of our nuclear power and
defense and space businesses and keep the current profit level.
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In the commercial aircraft‐related business and automobile‐related medium‐lot
product business, the impact of COVID‐19 is very severe, and we have already started
implementing emergency measures. These businesses account for approximately 1/3
of our company’s overall revenue.
In addition, we have concerns about some construction delays in projects in the
overseas plants & projects business, and, furthermore, we are starting to see effects
on new order intake. Although we expect relatively little effect on our domestic
plants & projects business, which accounts for 1/4 of total revenue, we will continue
to make efforts to minimize the impact in the remaining 3/4 of our businesses.
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This page provides a summary of emergency measures for commercial aircraft and
medium‐lot products that are expected to be significantly affected by COVID‐19.
In our aero structures (Tier1) business, we expect revenue for this fiscal year to
decrease by 10% to 30% compared with the previous fiscal year due to production
cutbacks at Boeing.
There is also a concern that the impact may be prolonged depending on the recovery
of flight levels at airlines. In addition to reviewing production plans and reducing fixed
costs, we have already suspended or reduced operations at our plants in Nagoya and
other factories temporarily.
As for aero engines, shown in the middle section, we expect a significant decrease in
both revenue and profits due to a decline in aircraft operations. In response to these
circumstances, we will reduce external outflow costs and defer investments.
In medium‐lot products, the impact on our automobile‐related businesses, including
turbochargers, will be significant, and we will respond by reducing fixed costs,
adjusting production, improving productivity by consolidating plants, and so on. It is
difficult to predict when the effects of COVID‐19 will end, but our plan is based on the
assumption that the market will recover within CY2020.
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By making MHPS a 100% subsidiary, we will transform a pure thermal power JV into
an energy solution company. As demand for gas turbines, an area where we have
been strong, is expected to be stable, we will maintain a leading share in the global
market by leveraging our validation facilities and competing against our competitors
in terms of quality, performance, and price.
As for steam power, since we have to be realistic about receiving orders for new
plants, we will shift resources to after‐sales service for the existing plants.
In addition, we will promote collaboration on renewable energy projects, and develop
our role in the highly anticipated hydrogen society and broader decarbonized future.
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We intend to provide solutions to society through the integration of products and
technologies. This page introduces our group companies, products, and businesses in
diverse fields.
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We will focus on expanding our services businesses to increase and stabilize
profitability.
In the recent past, revenue from our services business has been approximately ¥1.3
trillion; we now plan to increase this by approximately 20%. To this end, we are
shifting our workforce, expanding sales, and enhancing our AI‐powered service menu.
At the same time, we are promoting initiatives across the Group, centered on our
shared technology division.
Specifically, in the example of the power business, we will help customers improve
efficiencies and optimize operation of existing plants, and in compressors and
logistics equipment, we will strengthen our service structure and increase the market
coverage.
In nuclear power, we will expand our support to customers in line with new
regulations, and in the field of commercial aircraft, we will expand our MRO business.
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While we have expanded our businesses through M&A activities, the corresponding
expansion in business scale has been slower than expected. Taking advantage of the
recent increase in working from home in response to COVID‐19, we will reduce
corporate expenses by 20% from FY2019 levels between FY2020 and FY2021, by
undertaking a rigorous review of business processes and promoting reforms in our
ways of working.
In addition, due to the severe business outlook, we have decided to reduce executive
remuneration effective from May.
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In our SpaceJet business, we announced in February this year that the delivery of the
first SpaceJet aircraft would be postponed until FY2021 or later due to delays in flight
testing. At that time, the ferry flight of the flight test vehicle eligible for type
certificate to the United States was considered to be an important milestone, but due
to the effect of COVID‐19, the timing for the ferry flight is currently undecided. The
environment surrounding the aircraft business has also changed significantly.
Against this backdrop, we will continue a detailed review of the development
schedule for the M90. In addition, considering the MHI group’s challenging financial
headwinds, we will fund the project under an appropriately sized budget.
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Offshore wind turbine projects are increasing in Japan and Asia, following business in
Europe and the United States.
Know‐how developed in Europe will be applied in Japan and other Asian markets
where MHI has a strong presence.
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While there are numerous difficulties in forecasting FY2020 profit from business
activities due to the impact of COVID‐19, we have formulated a forecast based on the
immediate situation and current assumptions.
Our core earning capability in FY2019 excluding the impairment losses for SpaceJet
and one‐time effects is assumed to be ¥215.0 billion, as shown in the third bar from
the left in the bar graph.
In FY2020, we are forecasting that the impact of COVID‐19, particularly in commercial
aircraft and automobile‐related businesses, will result in a decline of approximately
¥140.0 billion in profit.
On the other hand, we expect an improvement of approximately ¥45.0 billion from
the emergency measures and asset management activities explained earlier. And,
finally, by setting an appropriately sized budget to fund the SpaceJet development,
we are forecasting profit from business activities will be ± ¥0 in FY2020.
In addition to the profit from business activities described above, a summary of our
forecast including order intake and revenue is shown on page 32, and a forecast for
the SpaceJet investment and for the business excluding SpaceJet are shown on page
33.
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This page presents the forecast for FY2020 by segment. In particular, logistics,
thermal & drive systems is expected to experience significant declines in revenue and
profit from business activities.
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Finally, I will outline our strategic direction.
In order to continue to be relevant to society even after possible environmental
changes following the COVID‐19 crisis, we will move the planning and announcement
of our next medium‐term business plan forward by 6 months from the originally
planned spring of next year. As a company, we will aim to provide solutions based on
decarbonization, electrification, and intelligence in response to the changing needs of
the market, customers, and society.
In promoting our growth strategy, we will pursue organic growth as well as
development into new areas.
In addition, we will streamline our business management and administration
functions by reorganizing and integrating domestic factories and group companies
and by increasing the mobility of human resources. We will continue to reorganize
our business portfolio to address challenged businesses. Please also refer to pages 37
and 38.
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We will expand our existing hardware‐focused business to upstream and downstream
sectors through business investment and expansion of our service businesses. In
developing new businesses, we will work to provide solutions through cooperation
between business segments. And, with SDGs clearly in mind, we will focus our
investments on promising fields, centering on energy and mobility. That concludes my
explanation.
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