My name is Toshiaki Shiba, Representative Director, President
Corporate Officer.
We would like to present the business environment and our
achievements for the first half of FY2018, and our earnings
forecast and expected dividends for FY2018, and then explain
priority issues in the future.

Let us start with the business environment in Japan.
In the field of the building HVAC business, substantial demand for the
construction of office buildings in central Tokyo continued from the
previous fiscal year.
Also in the industrial HVAC business, investments by manufacturers of
electronic parts for smartphones and automobile electrical
components were active.
In overseas markets, however, investments by Japanese customers
remained sluggish due to such factors as increases in local labor costs
and the depreciation of the yen.
On the other hand, with regard to the paint finishing system business,
investments were active in China, India, the U.S., etc., but the future
of this business still remains uncertain due to the influence of, for
example, the U.S.-China trade friction and NAFTA renegotiations.

Under these circumstances, the non-consolidated orders-received
was 80.5 billion yen, exceeding the original forecasts by 27.5
billion yen. This is due to the strong performance of the
Industrial HVAC business. The net sales of completed
construction contracts also exceeded the original forecasts due to
favorable orders-received.
Ordinary income also exceeded the original forecasts. We believe
that this is mainly due to continuing orders-received policy
focused on profitability, reduced costs, and decreased loss costs.
However, with regard to net income, there was a profit
deterioration of the large-scale automobile Paint Finishing
System project in the U.S. by our alliance partner, Geico group.
As a result, net income fell below original forecasts on the
grounds that as loss on impairment of Geico’s shares, loss on
valuation of shares of subsidiaries and associates was recorded
as extraordinary loss.

Meanwhile, consolidated orders-received exceeded original
forecasts by 25.5 billion yen due to the Green Technology System
business with compensating for unachieved Paint Finishing
System business.
The net sales of completed construction contracts also exceeded
original forecasts by 2.8 billion yen due to the Green Technology
System business.
Regarding ordinary income, although the Green Technology
System business exceeded original forecasts due to favorable
performance in Japan, ordinary income fell below at the whole
Group-level due to a profit deterioration of the project in the U.S.
by Geico in Paint Finishing System business as explained earlier.
Profit attributable to owners of parent fell below original
forecasts on the grounds that as a temporary amortization of the
unamortized balance of goodwill related to Geico as mentioned
earlier, amortization of goodwill was recorded as extraordinary
loss.

Next slide shows an earnings forecast for FY2018.
Regarding the orders-received and the net sales of completed construction
contracts, Nakagawa, Administrative Management Headquarters will
explain based on break down by business fields later. Let’s talk about
profits.
First of all, ordinary income is expected to achieve the original forecasts
due to favorable Green Technology System business and recoveries in the
Paint Finishing System business in the second half with compensating for
poor profitability in the Paint Finishing System business in the first half.
On the other hand, profit attributable to owners of parent is expected to fall
below original forecasts significantly due to the recording of extraordinary
loss related to Geico.
With regard to profit attributable to owners of parent as described above,
although we have revised downward our earnings forecast at the beginning
of the fiscal year, we will continue to persist to fill the gap with the original
forecasts as much as possible, and we are implementing our efforts to
increase profit steadily.
The annual dividend of the current fiscal year will be 77 yen per share,
which remains unchanged from the planned dividend amount we
announced at the beginning of the current fiscal year.

Next is the explanation on the priority issues in the future.
In the Green Technology system business, renovation and renewal demand for buildings
over 37 years built before 1981, when new earthquake-resistance standards were
introduced in Japan, and expansion of capital investment by manufacturers due to the
expansion of demand for electronic parts, etc. are expected.
In this way, the market environment is expected to continue to be strong, but we will
implement to keep existing customers and develop new customers by further improving
construction quality and continuing reducing costs activities without compromising on
this situation.
In the business overseas, it is assumed that the investment areas of Japanese customers
will fluctuate due to the trend of the Chinese economy, and rise in labor costs and the
impact of the local currency depreciation in the Southeast Asia, etc. Although we
currently have overseas affiliates located in East Asia and ASEAN 10 countries, we plan to
improve management and business structure of overseas affiliates according to changes
in business environment to build a system that can respond to safety, quality, delivery
date, and maintenance services in each region as well as Japan according to customers'
investment trends.
Toward medium- to long-term growth, we aim to expand new and peripheral business,
and strengthen plant factory business and environmental business such as ultra-high
performance test environment system and VOC exhaust-gas treatment system, etc.

On the other hand, in the Paint Finishing System business, first of all, based on
the fact that the profit deterioration occurred following the previous fiscal year,
again we effort to identify and prevent all risks in projects.
The second is to strengthen our technological capabilities. As mentioned at the
beginning, the future in the automobile market remains uncertain. Even under
such circumstances, we aim to respond to more advanced customer needs in
automobile painting equipment in order to differentiate the technology from other
companies. For example, in the painting process, it is currently the greatest
bottleneck technique how to enhance coating efficiency of paint. If this efficiency
improves, waste of expensive paint can be saved, and at the same time, reduction
of the environmental impact such as the loss of huge energy required for
recovering and disposing of paint that failed to coat will be realized.
Therefore, it can be said that it is just a problem solving technology for customers
and the global environment.

In addition, with a view to expanding business over the medium- to long term, we
are planning to expand automated system in the paint finishing system such as
aircraft and railway cars, etc. by utilizing the know-how cultivated in the field of
automobiles and aim to establish Taikisha-brand.
As a research and development facility to promote these initiatives, we are
currently establishing a new technical center in Zama, and we plan to complete it
in this term.

My name is Masanori Nakagawa, Director, Managing Corporate Officer
/ Chief Executive of the Administrative Management Headquarters.
I am going to explain the financial results of the first half of FY2018
(fiscal year ending March 2019).
Please take a look at slide 11.

This slide shows a comparison between the orders-received by
division in the period ended September 2018 and the orders-received
in the same period of the previous fiscal year.
The orders-received of the whole Group amounted to 118.5 billion yen,
an increase of 7.1 billion yen from FY2017.
Of the orders-received, the Green Technology System Division
received orders amounting to 88.4 billion yen with an increase of 13.2
billion yen because of the strong demand for industrial HVACs in
Japan although the orders-received for building HVACs levelled off and
those for overseas industrial HVACs declined.
On the other hand, the orders-received of the Paint Finishing System
Division dropped by 6 billion yen to 30 billion yen because although
the Division received large-scale new plant construction projects in
Vietnam and Canada in the first half of the previous fiscal year, it did
not receive large-scale projects in the first half of this fiscal year, and
a scheduled new project was postponed.
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Slide 12 also shows a comparison between the original expectation of
orders-received at the beginning of this fiscal year and the actual
orders-received in the first half.
On a whole Group basis, the orders-received exceeded expectations
by 25.5 billion yen.
The Green Technology System Division in particular achieved ordersreceived that exceeded expectations by 31.4 billion yen.
Please note that the orders-received for industrial HVACs in Japan
achieved a significant increase of 23.9 billion yen over expectations.
This is partly because the Division received a large-scale project in the
first half even though its order was initially scheduled for the second
half.
In contrast, the orders-received of the Paint Finishing System Division
fell below expectations by 5.9 billion yen because some projects
expected for the first half were postponed.

Slide 13 shows a comparison between the net sales of completed
construction contracts by division in the first half and those in the
same period of the previous fiscal year.
The net sales of the whole Group showed a decrease of 2.1 billion yen
to 98.8 billion yen.
Of the net sales, the net sales of industrial HVACs in Japan reached
31.3 billion yen with an increase of 9 billion yen thanks to the increase
in carried-forward construction contracts at the beginning of the
current fiscal year and the impact of favorable orders-received.
On the other hand, the net sales of the Paint Finishing System Division
decreased by 11.0 billion yen to 29.7 billion yen on the rebound of two
large-scale automobile paint finishing system projects in the U.S.,
which were completed in the same period of the previous fiscal year
and made a great contribution to the sales.

Slide 14 also shows a comparison between expectations of the net
sales of completed construction contracts and the actual net sales.
The net sales of the whole Group exceeded expectations by 2.8 billion
yen.
The orders-received for industrial HVACs in Japan outpaced
expectations, and the net sales also surpassed expectations by 1.9
billion yen.

Slide 15 shows a comparison between the profit by division in the
period ended in September of the current fiscal year and that in the
same period of the previous fiscal year.
The ordinary income of the whole Group amounted to 3.8 billion yen
with an increase of 300 million yen.
The Green Technology System Division achieved an ordinary income of
6.5 billion yen with an increase of 1.6 billion yen as a result of
profitability-oriented activities for winning orders and efforts to
reduce costs in addition to an increase in completed construction
contracts.
Meanwhile, the Paint Finishing System Division faced declined profits.
Although profitability deteriorated due to the project of a North
American affiliate in the same period of the previous fiscal year,
profitability deteriorated further due to the Geico project in the U.S.
As a result, the Division sustained an ordinary loss of 2.8 billion yen.

Slide 16 shows a comparison between the expectation of profits and
the actual profits in the first half of the current fiscal year.
The ordinary income fell short of expectations by 7 billion yen because
the loss of the Paint Finishing System Division could not be
compensated for by the favorable Green Technology System Division.

Slide 17 shows income data for the past three fiscal years.
Please take a look at it for reference.

Slide 18 shows graphs of the net sales of completed construction
contracts and ordinary income by division that I explained earlier.

Slide 19 shows the breakdown and changes of orders-received, net
sales of completed construction contracts, and construction contracts
carried forward by division.
Robust orders-received for industrial HVACs in Japan supported a
constant increase in carried-forward construction contracts for the
same.

Slide 20 shows the change of overseas net sales of completed
construction contracts by region.
The left graph shows the breakdown of net sales in Japan and
overseas and the ratio of net sales in overseas.
The overseas ratio indicted by the orange polygon line dropped from
50.4% in the same period of the previous fiscal year to 44.3%, or a
decrease of 6.1%.
This is attributable mainly to the decline of automobile paint finishing
system projects in the U.S.

Slide 21 shows the change of the net sales of the completed
construction contracts of five overseas main companies.
In Thailand, the sales of Taikisha (Thailand) Co., Ltd. increased in the
first half of the current fiscal year because of, for example, orders for
large-scale projects.
As I said earlier, the sales of the affiliate in North America and Geico
were high in the same period of the previous fiscal year thanks to
large-scale automobile paint finishing system projects in the U.S., but
their sales in the first half of the current fiscal year dropped due to the
repercussions of these situations.

Slide 22 shows the consolidated balance sheet for the first half of the
current fiscal year.

From slide 23, I would like to explain the results of the Green
Technology System Division.
The left graph and the right graph show the change of orders-received
and the change of net sales of completed construction contracts by
category, respectively.
The ratio of the overseas orders-received decreased due to an
increase in orders-received in Japan.

Slide 24 shows the non-consolidated orders-received by market
categories.
The orders-received in the field of “Electronic and electrical industry,”
which remains buoyant, almost doubled, and the orders-received in
the field of “Office building” also increased.

Slide 25 shows the consolidated orders-received of the Green
Technology System Division by market category. Please take a look at
it for reference.

Slide 26 shows the change of the orders-received and the net sales of
completed construction contracts for renewal construction projects.
Both orders-received and net sales for industrial HVACs significantly
increased.

From slide 27, I would like to explain the Paint Finishing System
Division.
The orders-received in the first half of FY2016 included a large-scale
project of Geico in the U.S.
On the other hand, two large-scale projects of automobile paint
finishing system projects in the U.S. contributed to the net sales of
completed construction contracts in the first half of FY2017, as I said
earlier.

Slide 28 shows the ratio of the orders-received from non-Japanese
automobile manufacturers.
The ratio of the orders-received from non-Japanese automobile
manufacturers was high in the first half of FY2016 because Geico
received large-scale projects from non-Japanese automobile
manufacturers in the U.S. In FY2017, however, the ratio greatly
dropped on the rebound.
In the first half of the current fiscal year, the Division received orders
from non-Japanese automobile manufacturers in China, India, and
Pakistan, but the ratio of orders received from non-Japanese
automobile manufacturers decreased due to a decrease in ordersreceived in the U.S.

Slides 29 to 31 show the orders-received, net sales, and contracts
carried forward, all of which amounted to 500 million yen or more in
the results of the first half of the current fiscal year. Please take a look
at them.

From slide 32, I would like to explain an earnings forecast for FY2018, which will end in
March 2019.
Before today’s presentation, we made some corrections to the forecast throughout the
current fiscal year considering the results of the first half.
I am going to start with orders-received.
As expected at the beginning of the current fiscal year, the orders-received of the whole
Group are expected to reach 215 billion yen.
Of the orders-received, those of the Green Technology System Division will surpass
expectations by 10 billion yen.
With regard to the orders-received for industrial HVACs in Japan, the result of the first half
was 44.3 billion yen because a large-scale project whose order was scheduled for the second
half was received in the first half ahead of schedule. Thus, the expectation of the second half
is estimated at 22.1 billion yen.
The orders-received for industrial HVACs in Japan throughout the current fiscal year are is
expected to reach 66.5 billion yen, which will exceed the expectation set at the beginning of
the current fiscal year by 16 billion yen.
We reduced the expected amount of orders-received for building HVACs considering the
current status of orders-received for industrial HVACs in Japan I have just mentioned, as well
as our construction capacity.
Contrary to it, the orders-received of the Paint Finishing System Division will fall short of
expectations by 10 billion yen.
This is partly because the order for a large-scale project we had expected to receive in the
current fiscal year was postponed to the next fiscal year.

Slide 33 shows the net sales of completed construction contracts.
The net sales of the whole Group are estimated at 220 billion yen as
expected at the beginning of the current fiscal year.

Of the net sales, those of the Green Technology System Division will
exceed expectations by 2 billion yen.
The orders-received for industrial HVACs in Japan greatly increased in
the first half.
Many of them, however, are new construction projects with a long
construction period and will not probably make a contribution to the
net sales of the completed construction contracts for the current fiscal
year.
On the other hand, the net sales of the Paint Finishing System Division
will run behind expectations by 2 billion yen due to the impact of the
postponement of the timing of order receipt.

Slide 34 shows incomes and profits.
Let’s take a look at ordinary income.
The Green Technology System Division achieved 6.5 billion yen, which is far above the
expectation set at the beginning of the current fiscal year, as a result of the favorable net
sales of completed construction contracts for industrial HVACs in Japan in the first half of the
current fiscal year.
In the second half, the net sales will fail to achieve the expectation set at the beginning of the
current fiscal year because the sales of some completed construction contracts originally
scheduled for the second half were added to the first half, and the ordinary income will
consequently run behind expectations.
Throughout the current fiscal year, however, the ordinary income will exceed expectations set
at the beginning of the current fiscal year by 2.1 billion yen and reach 12.8 billion yen.
The Paint Finishing System Division was affected by the poor profit of the project of Geico in
the U.S. in the first half of the current fiscal year. In the second half, however, the Division is
endeavoring to achieve profits surpassing the expectation of the second half at the beginning
of the current fiscal year by, for example, winning orders for highly profitable projects that
were not expected at the beginning of the current fiscal year, including projects of Geico.
The Division’s expected ordinary income throughout the current fiscal year is 500 million yen.
The whole Group is determined to pursue the expectation of 13 billion yen set at the
beginning of the current fiscal year to the end.
On the other hand, profit attributable owners of parent is expected to greatly fall short of the
expectation set at the beginning of the current fiscal year due to the posting of the
extraordinary loss incurred by Geico.

Slide 35 is a sheet of expectations of results of the current fiscal year
and the actual results of the previous fiscal year. Please take a look at
it for reference.
I have explained the corrections to the expectations of the current
fiscal year.
The exchange rates applied to expectations are shown at the bottom
of the slide.
You can also find the effect of the foreign exchange differences.

Slides 36 to 39 are earnings forecasts of orders-received and the net
sales of completed construction contracts of the whole Group and of
each division.
I hope you will take a look at them.

Slide 40 shows data on cash dividends.
We set a target consolidated dividend payout ratio of 35% and have a
basic policy of ensuring stable dividends.
The annual dividend of the current fiscal year will be 77 yen per share,
which remains unchanged from the planned dividend amount we
announced at the beginning of the current fiscal year.
Thus, the dividend payout ratio is expected to be about 42%.

On slide 41, I would like to explain the purchase, retirement, and
disposal records of treasury shares.
For the period covered by the current mid-term business plan, we
acquired 1 billion yen of treasury shares in FY2016 and 500 million
yen of treasury shares in FY2017. In the current fiscal year, however,
we are not planning to acquire treasury shares.
We made this decision with comprehensive consideration given to
active investments in the strengthening of management and business
foundations, such as the establishment of Zama Technical Center in
Zama City, Kanagawa Prefecture and a new core system , and to our
policy of placing importance on direct return of our profits to
shareholders.
That concludes my explanation of the financial results of the first half
of FY2018.
Thank you very much for your attention.

