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D_eccmber 5, 2006

Securities and Exchange Commission
Office of International Corporate Finance
100 F Street, N.'W.

Washington, D.C. 20549 SUP PL

Re: SEC File No. 082-34930
Mori Seiki Co., Ltd. (the “Company™)
Rule 12¢3-2(h) Exemption: Documents

Dear Sir/Madam:

1. This information is being furnished pursuant to Rule 12g3-2(b). Included
is all information since our last correspondence to you under Rule 12g3-2(b) required to
be furnished pursuant to Rule 12g3-2(b)(1)(iii). Enclosed herewith and listed in Annex A
hercto are the English translations of Japanese language documents, required to be
submitted pursuant to Rule 12g3-2(b).

2. The information enclosed herewith is being furnished to the Commission
pursuant to Rule 12g3-2(b)(1)(iii). In accordance with Rule 12g3-2(b)(4) and Rule 12g3-
2(b)(5), the document furnished herewith is being furnished with the understanding that it
shall not be deemed “filed” with the Commission or otherwise subject to the liabilities of
Section 18 of the Exchange Act and that neither this letter nor the document enclosed
herewith pursuant to Rule 12g3-2(b}(1)(iii) shall constituie an admission for any purpose
that the Company is subject to the Exchange Act.

3. Should you have any questions in connection with this submission, please
do not hesitate to comtact Izumi Akai or Kenji Taneda of Sullivan & Cromwell LLP,
Otemachi First Square East, 16F, 5-1, Otemachi 1-chome, Chiyoda-ku, Tokyo 100-0004
(telephone: 81-3-3213-6140; facsimile: 81-3-3213-6470).

Very truly yours, PHOCESSED

Mori Seiki Co., Ltd. DEC 1t 12008
~THOMSON
o 2 _OFINANCIAL
By <. 4‘/
Name: ﬂldv‘.:jl
Title: ‘\/Ianager of the Accounting
Department
(Enclosures)
age | of Hb pages
TOKYO:33614.1 P 6 P 8

Exhibit index is on page 3 \




cc: Tzumi Akai, Esq.
Kenji Taneda, Esq.
{Sullivan & Cromwell LLP)

TOKY:33614.0
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Annex A
English Language Documents Distributed to the Company’s Shareholders

1. A notice, dated October 30, 2006 and filed with the Tokyo Stock Exchange, Inc. and +
Osaka Securities Exchange Co., Ltd., regarding an earnings forecast revision. P

2.  Summary of Interim Consolidated Financial and Business Results for the First Half 5
of the Year Ended March 2007, dated October 30, 2006 and filed with the Tokyo P
Stock Exchange, Inc. and Qsaka Securities Exchange Co., Ltd.

3. Summary of Interim Non-consolidated Financial and Business Results for the First 3\*
Half of the Year Ended March 2007, dated October 30, 2006 and filed with the F
Tokyo Stock Exchange, Inc. and Osaka Securities Exchange Co., Ltd.

TOKYGO:33614.1
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Octoer 30, 2008
Company name Mori Seiki Co., Ltd.
Code number 6141 (URL http://www.moriseiki.co,jp )
Representative President
Name Masahike Mori

Director Accounting & Finance Deapt.
Exective Officer

Name Morikuni Uchigasaki

TEL {052) 587 - 1835

Contact (title)

Notice of Eamings Forecast Revision

Based on racent svents, the Company revises its eamings forecasts from those announced on May 9, 2006

1. Consolidatad earnings

Ravision of consolidated eamings for the pericd April 1. 2006 to March 31, 2007 {miflions of yan, %)
Sales Operating income| Ordinary income Net income
Previous forecast (A) 157,500 20,000 19,500 11,200
Revised forecast (B) 162,000 21,000 20,800 14,000
Change (B-A) 4,500 1,000 1,300 2,800
Change (%) 29 50 6.7 25.0
your 145,339 16,294 15,902 13.801
2. Non—-consolidated eamings
Ravision of non—consolidated earnings for the period April 1, 2008 to March 31, 2007 (millions of yen, %)
Sales Operating income] Ordinary income Net income
Previous forecast (A) 134,000 18,500 18,000 9,400
Revised forecast (B) 138,000 18,000 17,800 12,500
Change (B-A) 4,000 1,500 1,800 3,100
Change (%) ™ 30 9.1 11.3 330
L Y s 124,144 13,770 13,401 13,284

3. Reasons for the consolidated and non-consolidated forecast revision

Economic situations of the machine tool industry during the first half of the current fiscal year are as followed.

In Japan there had been seen increased investment in plant and equipment in the automobile, gencral machinery, construction
machinery, and hydraulic equipment and semi-conductor industries due to favorable corporate results,

In Europe there had been strong demand, especially in the aircraft industry.

In Nerth America investment in plant and equipment had been increased in the energy industry.

In Asia There had been increased investment in plant and equipment in the autormobile and general machinery industries.

Also, by selling land and buildings which had been used as sales offices in Japan, we realized an
impairment loss for tax purposes through the revaluation of land which were previously assessed on March 31, 2002,

decreased.

On the basis of the actual results for the first half of the current fiscal year and the continuing favorable
trends in orders, we have made some upward adjustments to our sales and profit on both consolidated and
individual bases.

Forward-looking statements (camnings forecasts, assumptions, plans, policies, business strategies, targets, schedules, understanding and evaluation
of facts) regarding our group in this report are based on information available as of the date of this report. Actual results may differ significanily

inaccurate.
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Summary of Interim Consolidated Financial and Business Results for the First Half
of the Year Ended March 2007

October 30, 2006
Company name Mori Seiki Co., Ltd. Stack Exchenge Listings Tokyo, Ozaka
Code number 8141 Headquarters Location
( URL http: //www.moriseiki.co,jp ) Aichi Prefacturs
Representative President -
Name Maszhiko Mori -
Contact (title) Diractor Accounting & Finance Dept. Exective Officer . . -
Neme Morikuni Uchigasaki TEL (052) 587-1835 : L.
Dute of irterim mesting of Board of Directors: October 30, 2008
Usa of US GAAP No . - .
Consolidatad Business Results (April 1, 2006 to September 30, 2008) 0
(1) Consolidated carni (All figures are roundsd to the naarest one million yen) . .
Sales QOperating incoms Ordinary income -
milions of yen % milkons of yen ] millions of yen . §
First six months of FY2008 7840 18.8 10,029 79.8 10,037 89.1 o
First six months of FY2005 66,042 23.9 5577 79.9 5307 87.7
. [Year endad March 2008 145339 18,294 15,802 '
Nst income Net incoms per share Diluted net income per shara
milkions of yan % yon yon
First six months of FY2008 4585 1.1 50.07 4151
First six months of FY2005 4,536 76.2 51.50 51,18
Yaar ended March 2000 13,801 153,82 150.31

Notas: 1) Equity-method income: First six morths vaYm:WmilIionyon.ﬁfuli:mdﬁmunﬂmmwumwzm}ﬂ:—
2) Averaye number of shares outstanding First six months of FY2006: 91,588,977, first six months of FY2005: 88.085.918, yasr ended March 2006: 89,914,853

3) Changes in accourting policy Yes
Tha percentago figures for net sales, oporating incoms, ordinary income, and net income represent increases {dacreases) relative to the same period

of the previous year,

(2) Consolidated financial condition

Total assets Sharsholders’ equity Sharsholders' equity ratic Equity per shara

millions of yen milions of yen % yen
Firat six months of FY2006 153,306 116,670 758 1,254.17
First six monthe of FY2005 148,727 100,821 67.4 1,142.34
Yosr anded March 2008 162,778 . 118347 1.5 1,264.32
Note: Number of shares ding st ond of Saptember 2005: 02,628,044, Septamber 2005: 88,250,044, March 2006: 91,910,354
{3) Consolidated cash flows

(Szsh flow from oparations | Gash flow from investment Cash flow from Batance of cazh and squivalents
activities financing at and of term

millione of yan miflions of yen millions of yan millions of yan
First six months of FY2006 11,724 538 512,992 30,757
First six months of FY2005 4951 778 7,435 25,852
Year onided March 2008 17,128 A 3,001 4524 31,582

{4) Consolidated subsidiariss and affilistss accounted under the equity method
GConsolidated subsidieries: 23 Affilintea not accounted under the equity method: none Affiliatee accountsd under the eguity method: 1

(5) Changss in number of consolidated subsidiaries and affiliates accounted under the equity method
Consolidsted subsidiaries: none added, three removed  affiliates accounted under the equity method: none added, none removed

Forscasts for the yeer April 1, 2006 to March 31, 2007

Sales Ordinary income Net income
millions of yen milians of yen mithons of yen
Year ended March 2007 162,000 20,800 14,000

Refersnce: nat income per shars  151.14yen

The forecast stated above is based on places of information which are currently available.

Therefore, it contains an slement of uncertainty.

The actual results may ba different from tha above forecast dus to changes in circumstances.

Please refer to precautions of making use of the forecast and assumptions on which the forecast is based.
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Outline of the Morti Seiki group
The group consists of Mori Seiki Co., Ltd, 28 consolidated subsidiaries, and 5 affiliated companies. The
‘ group's principal activities are the manufacture and sale of machine tools (machining centers, CNC lathes,
and other finished products), and insurance agency.
The structure of the group is shown in the diagram.
[DIAGRAM HERE]

The business activities of the group's consolidated subsidiaries, non-consolidated subsidiaries, and affiliated

companies is shown below.

Consolidated subsidiaries _ .
Mori Seiki U.S.A., INC., Mori Seiki G.m.b.H., Mori Seiki (UK) LTD., Mori Seiki FRANCE
S.A.S., Mori Seiki ITALIANA S.R.L., Mori Seiki ESPANA S.A., Mori Seiki SINGAPORE PTE
LTD, Mori Seiki (Taiwan) Co., Ltd., Mori Seiki BRASIL LTDA., Mori Seiki HONG KONG
LTD., Mori Seiki MEXICO, S.A. DE C.V.,, Mori Seiki (THAILAND) CO., LTD., Mori Seiki
(Shanghai} Co., Ltd., Mori Seiki KOREA CO., LTD., PT. Mori Seiki INDONESIA, Mori Seiki
AUSTRALIA PTY LIMITED, Mori Seiki Trading, Ltd., MS SYFRAMO S.A.5.

Development and sale of machine tool software O: Comsolidated subsidiarics
DTL Mori Seiki, INC. * Non-consolidated subsidiaries
Manufacture and sale of grinders and other finished products ¢ Equity-method affikiates

Taiyo Koki Co., Ltd.

Overhaul of used machine tools

Mori Seiki Techno, Litd.

Dﬁ ign, manufacture and sale of machine tool peripherals

Mori Seiki Fixture Laboratory, Ltd.

Manufacture and sale of auto parts, metal mold components, and machine tools components

Mori Seiki High Precision Machining Laboratory, Ltd.

Non-consolidated subsidiaries

Sales of machining centers, CNC lathes, and other finished producté
Mori Seiki TECHNO G.m.b.H., Mori Sciki Machine Sales, Ltd.
Design, manufacture and sale of molds
Akisino Mold Laboratory Ltd.

Insurance agency

Mori Seiki Kosan, Ltd.
Leasing

Mori Seiki Leasing, Ltd.
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Equity-method affiliates

Manufacture and sale of cast products, processed machine tools, and other finished products
Watanabe Seikosho Co., Ld.

Non-equity method affiliates

Import and domestic sales of machines and equipments for synthetic resin/fiber production
ITOCHU Plamac Corporation and three others

Notes: 1. Mori Seiki Precision changed its name to Akishino Mold Laboratory Ltd. on July 6, 2006.

1.

2. Mori Seiki Machine Sales ceased operations on March 31, 2004.

3. Mori Seiki USA Inc. merged Mori Seiki DISTRIBUTOR SERVICES INC. and Mori Seiki
MID-AMERICAN SALES INC. on April 1, 2006.

4. Mori Seiki (UK) Ltd. merged MS POLLARD LTD. on July 1, 2006.

Management policy

Basic corporate policy

As a global corporation continually striving to be the world’s largest and most respected international
manufacturer of lathes, machining centers, multi-axis turning centers and grinders, we will enable our
customers to maximize their advantages and excel in their respective markets by continually striving to

provide innovative, accurate, and trouble-free machines at competitive prices.

Profit allocation policy
An important management theme for our group is expanding corporate value and profits for our

shareholders, who understand that machine tools, the most representative of all capital goods, support
manufacturing activities worldwide. We decide the proportion of profits allocated to shareholders, and
kept for .imemal reserves, taking into account our future business plans, earnings, and financial
condition. Internal reserves are used to develop new core products and technologics, expand production
capacity, and generally strengthen our market compeﬁtiven&ss; :

Target performance indicators

Our group aims to build a solid corporate structure, and become the number one company in the global
machine tool industry, in order to cope with the rapidly changing business and market environment.
We believe that improving our profit margins is essential to achieving this. We target an operating

income margin (consolidated operating income to sales) of more than 10%, and will work hard to

improve both enterprise value and shareholder profits.

082-34930
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4. Medium to long-term business strategy
We have established the Mori-568 Plan, a medjum-term business plan, for the three year period from
Fiscal year 2005 to Fiscal year 2007. The basic goal of the plan is to become the number one company in
the global machine too) industry (Global One) by working to get the ten largest companies in each major
industry to become our mainstay customers. The three specific targets of the plan include the following:

(1) Mori-5 : Global market share of 5%
We assume that the value of the global machine tool market is 3.5 ftrillion yen, and we are
aiming to achieve a 5% share of that market. In order to achieve it, we have organized sales
teams according to our potential customers and industry specification. We will also meet
demand from existing customers to replace the machines currently used with our latest
machines.
In particutar, we will strengthen our sales activities in India, Russia, Central Europe (Czech
Republic, Hungary, Poland, Slovenia, efc), and Mexico.
Our consolidated sales for the first half of the current fiscal year were 78.431 billion yen,
which is a 4.5% share.

(2) Mori-6 : Consolidated cost of sales of 60%
_ We intend to reduce the percentage of cost of sales to our total net sales, currently 66%, to 60%, by
focusing on cost management at the design stage, and increasing our capacity to produce parts
internally for our products and to standardize such parts so that they can be used for a variety of
products produced by us. We also intend to increase our work output per employee by 50%, by

increasing the utilization of its machine processes and reducing work hours.

We established the Sheet Metal Plant at the Iga Campus in September this year, We expect that it
will have a significant influence on reducing costs, by manufacturing sheet metal in-house and by

sending know-how about high-quality, low-cost parts design to the Design Department.
The consolidated cost of sales ratio for the first half of this fiscal year was 61.1%.

(3) Mori-8 : Establishing an 800 unit-per-month production

We are aiming to build a corporation structure to become able to produce 800 units per month so
that we could respond to our customers' requests quickly. We are also developing a business
structure which would enable us to react swiftly to changes in demand by training engincers who
would be able to do cell production, strengthening our alliance with co-operating corporations,

increasing our procurement capability and reducing lead time.

Our monthly average production during the first half of the curvent fiscal year is 560 units.
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5.  Challenges

The first year of the above-mentioned Mori-568PLAN progressed smoothly, but that was partly
because of the favorable economic environments and weak yen. In future, we will make every effort to
achieve our targets even when economic environments are no longer favorable and yen is strong.

We also consider it an urgent issue to build up a menagement system along with expansion of Mori
Seiki Group. Specifically we must work on two things. Firstly, we have to construct internal controls
in response to Japan's: Sarbanes-Oxley Act {SOX). Secondly we have to ensure compliance with
Export Control by government to prevent the proliferation of weapons of mass destruction and the

excessive accumulation of conventional arms.

6.  Information about the parent company:
Since Mori Seiki Co., Ltd. has no parent company, there is nothing to be recorded on the above heading.

Buslness results and financial condition

1. Business results

Economic situations of the machine tool industry during the first half of the current fiscal year are as
followed. In Japan there had been seen increased investment in plant and equipment in the automobile,
general machinery, construction machinery, and hydraulic equipment and semi-conductor industries due to
favorable corporate results.  [n Europe there had been strong demand, especially in the aircraft industry. In
North America investment in plant and equipment had been increased in the energy industry. In Asia There
had been increased investment in plant and equipment in the automobile and general machinery industries.

In April, 2006 we formed a sales alliance with Ellison Technologies, Inc. in the U.S.A. that has started
operating as our sales representative in the Midwest region.

As a result of our decision to sell land and buildings of our sales offices in Japan, however, we recorded
the difference of 4.209 billion yen between the book value and the sale price as a special loss. We
completed the sale of land and buildings of our sales offices on September 27, 2006.

Under such business environments, the Mori Seiki Group had achieved the results stated below.

Consolidated (millions of yen)

58th Term 59th Term 58th Term

Interim Interim (to Full year
(to September |  September Change | (5 March 2006)

2005) 2006)

Sales 66,042 78,431 12,389 145,339
Operating income 5577 10.029 4,451 16,294
Ordinary income 5,307 10.037 4,730 15,902
Net income 4,536 4,585 49 13,801

082-34930
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Non-consolidated (miliions of yen)

58th Term 59th Term 58th Term

Interim Interim Change Full year
(to September | (to September 8 {to March 2006)

2005) 2006)

Sales 58,214 66,415 8,200 124,144
Operating income 4,640 8,951 4,311 13,770
Ordinary income 4,475 8,919 4,443 13,401
Net income 4,560 4293 H266 13,284

Factors behind the increase in sales and profits:
- Capital equipment derand expanded in domestic and overseas markets
-We have expanded our sales bases in Europe, and sales have been increased,
- Japanese yen is weak against Euro and US dollar, so retail prices have risen.
- Production capacity increased due to greater penetration of cet! production and ‘campsite’ assembly
-New products featuring lower cost ratios made up a larger percentage of overall sales
*The strengthened sales and service organization helped the Company to win new customers

Financisl position
(1) Current term cash flow (miltions of yen)
58th Term 59th Term 58th Term
Interim Interim Change Full year
{to September | (to September 8 {to March
2005) 2006) 2005)
Cash flow from 4,951 11,724 6,773 17,128
operations
Cash flow from 776 538 A238 £3,001
investinents
Cash flow from financing 7435 £12,992 A20,427 4,524
activity
Cash and deposits at the '
end of the term 25,952 30,757 4,805 31,582

* Cash flow from operations
Net operating cash flow increased 11,724 million yen (after an increse of 4,951 million yen in the first

six months of the previous year) due to 5,032 million yen in pre-tax net profit, a 2,507 miilion yen
reduction in accounts receivable, and a 2,704 increase in inventory.

+ Cash flow from investments
Net investing cash flow increased by 538 million yen (after an increase of 776 million yen in the first
six months of the previous year) due to4,671 million yen in outiays for the purchase of tangible fixed

assets, and a 3,1 11 cash inflow related to the acquisition of intangible fixed assets.

082-34930
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+ Cash flow fram financing activities
Net financing cash flow decreased 12,992 million yen (after an increase of 7,435 million yen in the
first six months of the previous year) due to a 10,208 million yen outlay for the repayment of
long-term deb, and 3,677 million yen in dividend payments.

(2) Trend in cash flow indices

$7thTerm | 57th Term | 58th Term | 58th Term | 58th Term
Interim Interim Interim Full year Interim
(to (to March {to (to March (to
September 2005) September 2006) September
2004) . 2005) 2006)
Sharcholders' equity ratio (%) 70.9% 71.1% 67.4% 71.5% 75.8%
Shareholders' equity ratio on
52.2% 73.3% 90.5%, 140.0% 136.2%
market value (%)
Debt repayment (years) - 23 1.7- 0.7 0.1
Interest coverage ratio (times) - 49.7 95.5 155.7 2882

Notes: Shareholders® equity ratio: Shareholders® equity / total assets
Shareholders equity ratio based on market value: Market capitalization / total assets
Debt to annual cash flow ratio: Interest-bearing liabilities / operating cash flow
Interest coverage ratio: Operating cash flow / interest payments

*These indices are calculated based on consolidated financial figures.

*Market capitalization: Closing share price at end of term x cutstanding shares (excluding
treasury stock) at end of term.

*We used operating cash flow from the consolidated cash flow statements for operating cash flow.
Interest-bearing liabilities include all liabilitics on the balance sheets that incur interest. We used
‘interest paid’ on the cash flow statement for interest payments.

*We have omitted the "debt repayment {years)' and 'interest coverage rati.o {x)' for the 57th interim term

because net operating cash flow was negative.

11
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3. Forecast for upcoming fiscal year
Fiscal year 2006 {to March 31, 2007)

(mitlions of yen )

Operating . . .
Sales income Ordinary income | Net income
Consolidated 162,000 21,000 20,800 14,000
Non-consolidated | 138,000 18,000 17,800 12,500

Please note the following inputs to these forecasts:
+ Average exchange rates: 114 yen/ 1.8, dollar, 142 yen/euro.
-We expect that the Mori-S68PLAN, our medium-term management plan covering three years from
FY 2005 to FY 2007, will make steady progress in its second year,

Caution regarding forward-looking statements

Forward-locking statements (carnings fdrecasts, assumptions, plans, policies, business strategies, targets,
schedules, understanding and evaluation of facts) regarding our group in this report are based on
information available as of the date of this report. Actual results may differ significantly from these
forecasts. A variety of risk factors, including but not limited to those listed below, could cause our
assumptions and forecasts to be inaccurate, -

(1) Change in economic trends in major markets (Japan, Americas, Europe, Asia)

(2) Change in capital investment demand trend

(3) Volatility in foreign exchange rates of the yen versus U.S. doliar and euro

(4) Volatility in raw materials costs

(5) Future relationships with United States and China

(6) We have strengthened our export controls for machine tools, in light of the seriousness of the

proliferation of weapons of mass destruction.
{7) Rising terrorism risk due to changes in the inmﬁom affairs climate
(8) Disaster such as hurricane or earthquake

12




File No.

Consolidated balance sheets
Previous interim consolidated | Current interim consolidated| Previous full consolidated
fiscal year fisca! ycar fiscal year
{September 30, 2005) {Scptember 30, 2006) (March 31, 2006)
Amount | PUCUESY | Amoant | PO | Amount [P
(million yen ) %) (raillion yen ) %) (million yen ) %)
Assets
I Current Asscts
1 Cash and deposits 25,955 30,757 31,582
2 Notes and accounts receivable 25,987 28,006 29,961
3 Inventories 25877 27,116 25,063
4 Defemred income taxes 136 255 141
5 Consumption tax receivable 140 261 346
6 Other 2,320 2,790 2,543
7 Allowance for doubtful receivables -266 -362 2273
Tota) current assets 80,151 515 88,824 51.% 89,365 549
I Fixed assets
1 Property, plant and equipment
{1) Buildings and structures 25,553 22,859 25,100
iﬂ::"‘“" equipment and 5,984 6,452 5,814
(3) Land 20,921 15,364 21,016
(4) Construction in progress 336 618 17
(5) Other 3,020 3382 3,008
:::i:, propert: plant and 55,816 373 43,698 55,747 u3
2 Intangible fixed assets
Total Intangible fixed xssets 2,200 1.5 2,699 2,952 1.8
3 Investments and other asscts
(1) Investments in securities 10,498 12,321 13,914
(2) Long-term prepaid expenses 552 130 234
(3) Deferred income taxes 5 9 26
(4) Other 502 622 537
Total investments and othee assets| 11,559 7.7 13,083 8.5 14,712 9.0
Total fixed assets 69,575 46.5 64,481 Q] 73,412 45.1
Total assets 149,727 100.0 153,306 100.0 162,778 100.0
9
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Previous mtetim consolidated | Current interim consolidated| Previous full consolidsted
fiscal year fiscal year fiscal year
(September 30, 2005) (Scptember 30, 2006) (March 31, 2006)
Amount Percentage of Amount Percentage of Amount Percentage of
(million yen ) ol | onyen) | | million yen) total
(%) (8] (%)
Liabilities
[ Current liabilities
1 Accounts payable 8,650 10,265 9,697
2 Notes and accounts payable 1,320 1,500 1,320
3 Current portion of long-term debt 5,0 - 5.084
4 Other accounts payable 3.98 4842 4,465
5 Accrued expenses 3T 420 417
6 Accrued income taxes 64 932 1,387
7 Accrued consumption tax 2 38 40
8§ Deferred income taxes 154 87 203
9 Warranty Reserve &1 -
10 Other 2410 3,942 3417
Total current liabilities 22,648 151 . 22,758 14.8 26,032 16.0
[} Long-term liabilities
l!ishmBonds with stock acquisition 11,500 9,331 9,333
2 Long-term debt 10,164 . 5,124
3 Deferred income taxes 2,56% 2,485 3,358
) .S’Ju‘"?ﬂr'mmf& 1824 1,699 1,824
5 Other L 364 332
Total long-term liabilities 26,054 174 13,860 9. 19,972 123
Tota] linbilities 43,74 325 36,635 23.9 46,005 28.3
(Minority interests)
Minority interests 20 0.1 - - 425 02
Shareholders” equity
| Common stock 28,190 18.8 - - 29285 18.0
Ul Capital surplus 40,98 274 . - 42,529 26.1
111 Retained earnings 40.38E 21.0 - - 49,645 30.5
IV Reserve for land revatuation -1,636 -3l - - -4,636 28
Y e unrealized holding gain o 3,458 23 - - 4,576 28
VI Tmanslation adjustments 1893 12 - - -1,186 )
VIl Treasury stock 5,661 38 - - -3,867 -24
Total shareholders’ equity 100,821 67.4 - - 116,347 ns
10
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Totz! liabilities, minority intcrests,
and sharcholders’ equity
Neot Assets

1 Shareholders'equity

1 Capital
2 Capital surplus
3 Retained eamings

4 Treasury stock

Total
Shareholders’squity
I1 Valuation, Translation
Adjustments and Others
1 Net unrealized holding
gain on securities

2 Deferred  assets
(liabilities) arising from hedge

pccounting

3 Reserve for land
revaluation

4 Foreign currency
statements translation
adjustments

Total Valuation,
Translation
Adjustments and
Othears

I Minority interests

Total Net Assets
Total Liabilities and Net

148,727

100.0

29,286
42,620
44,229
3,244

162,778

112,891

3,177

688

1,545

154

73.7

3,279

498

21

03

Assets

116,670

153,306

76.1

100.0

082-34930
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Previous interim consolidated Current interim consolidated | Previous full consolidated fiscal
fiscal year fiscal year yesr
{Ap¥il 1, 2005 to September 30, | (April 1, 2006 to September 30, {Aprit 1, 2005 to March 31,
2003) 2006) 2006)
Amount ::f Amotirt :::f Amount ’t:t:f
) (million yen ) %) (million yen ) %) (million yen ) (%)
1 Netsales 66,042| 1000 78431} 1000 145339 | 1000
I Costofsales 41,275 625 47,895 61.1 89,984 61.9
Gross profit 24,766 375 30,536 38.9 55,354 38.1
11 Selling, general and
administative ex 19,188 29.1 20,507 26.1 39,060 26.9
Operating income 5517 8.4 10,029 12.8 162941 1.2
IV Non-operuting income
1 Interest income 22 50 54
2 Dividend income 50 75 70
3 Foreign exchange gain - 43 -
4 Equity method income 36 19 64
5 Bond premium 115 - 113
6 Other 115 139 0.5 1n? 306 04 321 625 04
V Non-opemting expenses
| Interest expense 51 k1 110
2 Foreign exchange foss 174 - 292
3 Fees and commissions 252 118 3713
4 Bond issue expense 72 - 72 ) )
5 Other - 58 610 0.9 141 297 04 167 1,017 0.7
Ordinary income 5,307 8.0 10,037 12.8 15,902 10.9
V1 Extracrdinary income
1 Gain on sale of fixed assets 917 - 917
2 Gain o cale of investments Y 5 378
in securities
3 Other 63 1,328 2.0 40 46 0.0 13 1,309 0.9
Vil  Extraordinary expenses
| Loss on sale of fixed assets 1,089 83 i,238
2 Loss on disposal of fixed sssets 88 100 120
3 Loss on inventory disposal 349 4209 508
4. Loss on devnl'ulnon of . R “
investments in secunties
5 Loss on termination of leases 28 - 45
6 Provision for the
. b K ,050 X - i K
brior years’ ty e 1,601 24 657 3 5.4 2,058 1.4
Income before income
taxes 5,033 7.6 5,032 6.4 15,154 104
Income taxes 372 607 1,146
Corporation tax adjustment 80 | 01| 230 77| 05 125 121 | 09
Minority intesests in net | oo 49l 01 0] 00
income
Net income 4,536 6.9 4585 58 13,801 9.5
12
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Consolidated statement of retained eamings

Previcus full consolidated
fiscal year
{April 1, 2005 to March 31,
2006

Previous interim consolidsted
fiscal year
(April 1, 2005 to September 30,

2005)

)

Amount

{miliion yen)

Amount

{million yen )

{Cspital surplus )
1 Capital surplus at start of period
11 Increase in capital surplus
1 Issue of new stock resulted
from capital increase
2 Gein on disposal of Treasury stock
1] Capital surplus at end of interim
{Full year)

(Retained eamings )

1 Remined eamings at start of period
1l Increase in retained eamnings

Net income

111 Decline in retained camings
1 Dividends
2 Bonuses (0 dircctors and stamtoty
auditors
3 Reversal of reserve for land
revaluation
1V Retained camings at end of interim
(full year)

55

40,932

55

1,093

502

40,932

1,596

40,988

4,536

1,760
115

8,535

46,255

4,536

42,529

10411

13,803

1,760
115

8,535

46,255

13,801

10,411

40,380

49,645

Interim Consolidated Statements of Shareholders’ Equity

{(April 1, 2006 to September 30, 2006)

Shareholders'equity

Capital

Capital
surplus

Retained
eamings

Treasury
stock

Total
Shareholders’aguity

Balance(March3l,
2006) (million yen)

29,285

42,529

49,845

A3.867

117,583

‘Increase (decrease)

during the quarter

Issue of new stock

Dividends

H3BT?

A3ET

Bonuses to
directors and

A142

H142

Net income during
the six month

4,585

4,585

Gain of Treasury
stock

o4

Al
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disposal of

Treasury stock

626

ns

Reversal of reserve
for tand revaluation

Ag,181

Ag181

Total Increase
(decrease) during the

six month (million yen)

20

ABALS

622

HA4,701

Balance(September
30, 2006) (million
yen)

29,286

42,620

44,229

A3244

112,891

Valuation, Translation Adjustments and Others

Net
unrealized
holding gain
on securities

Deferred
assets
(liabilities)
arising from
hedge
accounting

Total Net

Assets

Foreign
currency
statements
translation
adjustments

Total
Valuation,
Translation
Adjustments
and Others

Minority
interests

Total
Net
Assets

Balance(March3l, -
2006) (million yen)

4516

A4,636

A1,188

41,248

425

116,772

Increase (decrease)

Issue of new stock

Dividends

A367T7 |

to
and

Bonuses
directors
statutory auditors

A4z

Net income during
the six month

4.585

Gain of Treasury
stock

Ad

disposal of

Treasury stock

Al

of
land

Reversal
reserve  for
revaluation

AB18Y

Net change in other
items

A1,398

AGEs

6181

43t

4,528

73

4,599

Total Increase
(decrease) during

the six month (million

L1398

AB88

6,181

431

4,523

73

4102 |

yen}

Balance(September
30, 2006) (million
yen)

3177

AGB8

AT754

3,279

498

116,670

14
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Consolidated Statement of Cash flows
Previous interim Current interim Previous full
consolidated fiscal year | consolidated fiscal year | consolidated fiscal year
(April 1, 2005 to (April 1, 2006 to (April 1, 2005 to March
September 30, 2005) September 30, 2006) 31, 2006)
Amouni (million yen} | Amount (million yen) | Amount (million yen )
T Cash flow from operating activities
1 Income before income taxes and minority interests 5,033 5,032 15,154
2 Depreciation and amortization 2516 2,266 5,289
3 Loas on impairment of fixed assets 349 4209 608
4 Loss on disposal of fixed assets 1,089 83 1,238
5 Loss on sale of fixed assets 88 100 120
& Gain on sale of fixed assets -347 -5 -378
7 Gain on sale of investments in securities 917 - N7
8 Loss oa devaluation of affiliate companies share 44 - 44
9 Gain on sale of investments and cther assets - 3 -
10 Loss on devaluation of investments in securities 28 - 45
11 Bond issuc expense 72 - 72
12 Bond redempticn expenise - 0 21
13 Amortization amount of goodwill - 270 -
14 Consolidated adjustment account write-offs 63 - 105
15 Equity method income -36 -19 64
16 Increase-in allowance for doubtful receivables %3 79 -235
)7 Increase in warmanty reserve - 677 -
18 Interest and dividend income =73 -125 -124
19 interest expense 51 kY] 110
20 Unrealized exchange loss 13 - -
21 Unrealized exchange gain - -351 -460
22 Notes and aceounts receivable 1,939 2,507 ~L175
23 Decrease {increase) in inventorics -4,292 -2,704 -2672
24 Incrense in accounts payable 458 509 1,346
25 Bonuses to directors and stanrtory suditors -115 -142 -115
26 Other -647 156 -367
Sub-total 5,258 12,575 17,648
27 Interest and dividend income received ¥s) 125 126
28 Interest paid -51 -0 SH
29 Income tax (paid) refunded -328 935 -535
Cash flow from operating activities 4,951 11,724 17,128
Il Cash flow from investing activitics
1 Net change in fixed-term deposits - - 3
2 Increase in investments in securities 99 =745 -1,627
3 Proceeds from sale of investment securities 1,134 - 1,134
4 Increase in investment in-a subsidiary and an 101 0
affiliate companies . ) )
5 Acquisiion of stock in consolidated } . 29
subsidiaries due to change in consolidated group
6 Proceed from liquidation of investment |
- 1 -
in an affiliate
7 Procceds from sale of property, plant and equipment 2,681 4,671 2,542
8 Purchase of property, plant and equipment -2,118 3,11 -3,780
9 Purchase of other assets =307 -316 -1.080
10 Other 415 29 -128
Cash flow from investing activities 776 538 -3.001
Ul Cash flow from financing activities
| Increase (decrease) in short-term bank loans =50 120 -50
2 Repayment of long-term debt -2,542 -10,208 -7.886
3 Redemption of bonds 11,542 - 11,542
15
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4 Proceeds from disposal of Treasury stock 279 neé 2,525
5 Purchase of Treasury stock -32 -4 37
6 Cash Dividend -1,760 -3,677 -1,760
7 Proceed from minority interests - - 192
Cash flow from financing activities 7435 -12,992 4524

IV Effect of exchange mte changes on cash and cash 17 .96
equivalents 158
V Increase (decrease) in cash and cash equivalents 13,180 -825 18,810
VI Cash and cash equivalents at beginning of the year 12,11 31,582 12,772
VII Cash and cash equivalents at end of interim (the 25 052 30.757 11,582

year)

Notes related to the preparation of the consolidated financial statements

1 Scope of consolidated group )
(1) Consolidated subsidiaries | 23 consolidated subsidiaries

Mori Seiki Fixture Laborcatory, Ltd.

Names of principal consolidated subsidiaries:
IMori Seiki US.A., INC., Mori Sciki G.m.b.H., Mori Sciki (UK) LTD., Mori Sciki FRANCE

B.A., Moti Selli ITALIANA S.R.L., Mo Seiki ESPANA S.A., Mori Stiki SINGAPORE]
PTE LTD, Mori Seiki (Taiwan) Co., Ltd., Mori Seiki BRASIL LTDA., Mori Seiki HONG
KONG LTD., Mori Seiki MEXICO, S.A. DE C.V., Mori Seiki (THAILAND) CO., LTD.
Mori Seiki (Shanghai) Co., Ltd, Mori Seiki KOREA CO. LTD. PT. Mori Seiki
INDONESIA, Mori Seiki AUSTRALIA PTY LIMITED, Mori Seiki Trading, Ltd., Msl
EYFRAMO S.AS. , DTL Mori Seiki, INC,, Taiyo Koki Co., Ltd., Mori Seiki Techro, Ltd.

affilisted companics not | Mori Seiki TECHNO Gm.b.H.
accounted by the equity | Akisino Mold Laboratory Lud.
method Mori Seiki Leasing, Ltd.

Mori Sciki Kosan, Ltd.

Affiliated companies

16

Mori Seiki Machine Sales, Ltd.

(2) Non-consolidated Non-consolidated subsidiary names
subsidiaries Mori Seiki TECHNO Gm.b.H.
Akisino Mold Laboratory Ltd.
Mori Seiki Leasing, Ltd.
Mon Seiki Kosan, Ltd.
Mori Seiki Machine Sales, Ltd.
Reasons for exclusion from consolidated group
All five non-consolidated subsidiaries are small in scale. Their total assets,
sales, consolidated net income, and retained camings are not significant for
the interim consolidated financial statements.
2 Associated companies
(1) Associated companies 1 company
to which equity method
applies
Company name Watanabe Seikosho Co., Lid.
(2) Non-consolidated Names of consolidated subsidiaries and affiliated companies not accounted by
subsidiaries and the equity method Non-consolidated subsidiaries

082-34930
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ITOCHU Plamac Corporation and three others

Reason for non-application of the equity method
All five non-consolidated subsidiaries and affiliates are small in scale. Their
consolidated net income and retained earnings are not significant for the
interim consolidated financial statements and are not important for the overall

__Eroup.

3 Fiscal year end of
consolidated subsidiaries

Four consolidated subsidiaries have end-December fiscal year-ends, and 19
have end-March year-ends. Consolidated subsidiaries with end-December
year-ends are reported based on pro-forma financial statements as of the
interim consolidated close of accounts.

4 Summary of significant
accounting policies
(1} Assets
(1) Investments in securities

(2) Net liabilities resulting
from derivatives transactions

{3) Inventories

(2) Depreciation

(1) Property, plant and
equipment

(2) Intangible fixed assets

Other investments in securities
Securities with determinable market value
Stated at market value as of the last day of the interim period. Unrealized

holding gains (losscs) are stated in the Shareholders’ Equity portion of
the balance sheets. The cost of securities sold is determined based on
the moving-average method

Securities without determinable market value

...... Stated at cost using the moving average method
Stated at market value.

Merchandise / Finished goods / Work-in-process

Stated principally at cost using the average method for domestic interim
consolidated subsidiaries. Stated principally on the first-in, first-out method for
overseas consolidated subsidiaries.

Raw materials ...... Stated at cost using the moving average method
Supplies...... Stated at cost using the last purchase price method

Declining balance method, although the straight line method is used for overseas
finterim consolidated subsidiaries.
Buildings acquired after April 1, 1998 {excluding fittings) are stated
using the straight line method. The ranges of useful lives are
Buildings and structures: 7 to 50 years
Machinery, equipment and vehicles: 2to 17 years
Straight line method
However, goodwill are calculated by the straight line method over 5-10 years,
software for sale is caleulated by the forecast sales period (three years), and
software for in-house use is calculated by the period of potential usage (five
years)

(3) Standard for inclusion
of reserves
(1) Allowance for doubtful
receivables

(2)Warranty Reserve

{4) Conversion of foreign
currency-denominated
assets and [iabilities of
interim consolidated
EIDuUp COmMpANies

The Company bases its provisioning for future bad debts on actual default
ratios. Specific doubtful receivables considered to be non-recoverable are
provisioned against individually.

A warranty reserve has been recognized for expenses connected with repairs
anticipated during the customers’ charge-free guarantes period.  The level of
this reserve is based on the Company’s historical experience with warranty
expenses and the related sales.

Foreign currency-denominated receivables and payables of interim consolidated
group companies are translated into yen at the intetim fiscal ycar end rates. Gain
or loss resulting from such translation adjustments is created or charged to
income as incurred.

Foreign cumrency-denominated assets and liabilitics of overseas consolidated
subsidiaries are translated into yen at the interim fiscal year end rates. Revenues
and costs are translated into yen at the average exchange rate during the term,
and the difference is included as foreign currency statements transtation
edjustments in the minority interests and sharcholders' cquity sections of the

17
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(5) Method of accounting | Finance leases other than those which transfer the ownership of the leased

File No.

balance sheets.

(1) hedge accounting

methodology
(3) Hedging policy

(4) Assessing effectiveness

(7) Other significant
issues
Consumption tax

for major lease property to the Company and its interim consolidated subsidiarics are sccounted
transactions for as normal operating leases in the case of domestic subsidiaries. Leases at
gverseas consolidated subsidiaries are accounted for as normal transactions.
(6} Hedge accounting

(2) Iltems to be hedged, am* Hedge methodology ... Foreign exchange hedges

The gain (loss) on derivatives designated as hedging instruments is deferred until
the loss or gain on the underlying hedged item is recognized.

Ttems hedged. .. Foreign currency-denominated transactions

In response to risk-hedging needs related to foreign exchange rates and interest
rates for customers, the Company and its interim consclidated subsidiaries use
derivative transactions for hedging risk with the aim of appropriate market risk
management.

The effectiveness of a cash flow hedge is assessed based on the correlation

between a base interest rate index of the hedged cash flow and that of the
hedging instrument.

Sales are included net of consumption tax.

$ Definition of current assets in
the interim consolidated
Statement of Cashflows

Current assets are defined 2s cash in hand, immediately redeemable deposits,
and other deposits that can be easily converted into cash, as well as short-term
investments with redemption dates within three months of the date of
acquisition, and which entail only minimal risk of price change.

Change in Accounting

'Warranty Reserve

ntil the year ended March 31, 2006, warmranty expenses during the

st-free guarantee period were charged to income as incurred.  Effectivi
e first quarter of the fiscal year ending March 31, 2007, we have ado
new method of accounting which recognizes the warranty reserv

based on the Company’ s historical experience with warranty paymen

nd the related sales amounts. This change was made in order to achiev
ppropriate accounting for periodic income by matching warranty|

penses during the cost-free guarantee period with the related revenues
from the sales of the products and because control of warranty expenses
during the cost-free guarantee period has become wore important under
managements policy of enhancing product quality.

lAs a result, a reversal of the warranty reserve of ¥20 million which is

included in selling, general and administrative expenses and a provision fer

e prior years’ warranty reserve of ¥657 million included in specialJ

osses were recognized in the accompanying consolidated statement

18
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bf income for the 6-month period ended September 30, 2006. The
effect of this change was to decrease both operating income and ordinary]
income by ¥20 million and to decrease income before income taxes for the;
first quarter by ¥677 million as compared with the corresponding amounts

Which would have been recorded under the previous method.

Accounting  Standard  for] Effective the first semiannual period of the fiscal year ending March 31
Presentation of Net Assets inf 2007, we have adopted “Accounting Standard for Presentation of Net Assets
the Balance Sheet in the Balance Sheet” in accordance with Accounting Standards Board o
Japan (“ASBJI} Statement No. 5 issued on December 9, 2005 and “Gui .

on Accounting Standard for Presentation of Net Assets in the Balance Sheet,’
ASBJ Statement No. 8 issued on December 9, 2005,

The effect of the adoption of this standard on net income was nil for the firs?
semiannual period of fiscal year ending March 31, 2007.

The total amount of sharcholders’ equity under the previcus method of
presentation was ¥116,859 million.

In accordance with certain amendments to the regulations regandin
consolidated semiannual financial statements, the accompanying consolidal
semiannual financial statements have been prepared in accordance with

amended regulations.

IChanges in presentation
Consolidated Statement of CashAmortization of goodwill”™ which had been included in “ Amortization in
Nows . konsolidation adjustment account write-offs” and “Depreciation and amortization”
up to the previous first semiannual period has been presented as a scparate account

in the current semiannual period.

19
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Notes

(Consolidated balance sheets)

File No.

Previous interim consolidated fiscal year

Current interim consolidated fiscal year

Previous full consolidated fiscal year

{September 30, 2005) (September 30, 2006) (March 31, 2006)
¢ 1 Cumulative * 1 Cumulative * 1 Cumulative
depreciation of 69,431 million depreciation of 67,232 milliot depreciation of 70,547 million
property, plant and yen property, plant and yen property, plant and yen
equipment equipment equipment
2 Contingent liabilities 2 Contingent liabilities 2 Contingent liabilitics
Contingent  liabilities Contingert  lisbilities Contingent  liabilities
lease payments - lease payments . lease payments -
:xnxmmmw(ll(omam;yiz'ug million yen :nmmp'(xomzlm million yen :::stomeupl(l(omnmz 2,399 million yen
and 322 othess) and 363 othets) and 305 others)

3 Commitment line agreement
The Company has signed commitment
line agreements with three banks
in order to procure working
copital cfficiently. The resulting
balance of loans not taken up at
the end of the interim term is as

3 Commitment line agreement
The Company has signed commitment
line agreements with three banks
in order to procure working
cepital efficiently. The resulting
balance of loans not taken up zt
the end of the interim term is as

3 Commitment linc agreement
The Company has signed commitment
line agreements with three banks
in order to procure working
capital efficiently. The resulting
balance of loans not taken up at
the end of the interim term is as

follows: follows: follows:
Commitment 11,000 million Conunitment 11,000 million Commitment 11,000 million
ceiling yen ceiling yen ceiling yen
Borrowed - Bomowed - Borrowed -
Balance 11,000 mitlion Balance 11,000 million Balance 11,000 miltion
yen yen en
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(Consolidated Statements of income)

File No.

Previous interim consolidated fiscal year
(April 1, 2005 to September 30, 2005)

Cutrent interim consolidated fiscal year
(April 1, 2006 to September 30, 2006)

Previous full consolidated fiscal year
{April 1, 2005 to March 31, 2006)

* | Principal items of selling expenses
and general  sdministrative

cxpenses

Freight 3,458 million yen

Sales promotion e

o 1,721 million yen

Salaries end bonuses 4,757 million yen

Retirement benefits 120 million yen
Depreciation 982 million yen

Research and -

development expenses 2,748 million yen

Consolidated

adjustment account 63 million yen

deprecistion

Fees and commissions 1,007 million yen

* 2 Gain on sale of fixed assets

(breakdown)

Machinery, equipment o

and vehicles 14 million yen
Land 332 million yen
Other(fumiture 0d ¢ yition yen
cquipment)

Totl 347 million yen

* 3 Loss on disposal of fixed assets

* 1 Principal items of selling expenses
and general  sdministrative

expenses
Freight 3,458 million yen
f;'p:::"""“’“ 2,309 million yen
Salsries and bonuses 5,504 million yen
Retirement benefits 140 million yen
Depreciation 728 million yen
Research and _—
development oxpenses 1,518 million yen
Amortization amount -
of goodwill 270million yen
Fees and commissions 1,067 million yen
Provision for warmnty 20million yen
reserve

* 2 Gain on sale of fixed assets

(breakdown)

m‘:ﬁ and Omillion yen

mMThvihnTg;qmpmm 4 million yen
C::ﬂ(f‘"';'i“‘“ od 4 million yen

Twoul § million yen

* 3 Loss on disposal of fixed assets

* 1 Principal items of selling expenses
and general  sdministrative

expenses

Freight 6,6BE million yen
Sales promotion -
expenses 3,334 million yen
Salaries and bonuses 9,986 million yen
Retirement benefits 245 million yen

Depreciation 2,262 million yen
Research and 4.659 milli
development expenses ' milion yen
Consolidated
adjustment sccount 105 miltion yen
depreciation

Fees and commissions 2,121 million yen

* 2 Gain on sale of fixed assets

(breakdown)

Buildings and "
structures B million yen
Machinery, equi t o

and v;m“eqmpmen 20 million yen
Land 347 million yen
Other(fumiture  and 1 million yen
equipment)

Total 378 million yen

* 3 Lo on disposal of fixed assets

(breakdown) (breakdown) (breakdown)
Buildings and - Buildings and - Buildings and -
405 million yen 0 million yen e 458 million yen
Machinery, Machinery, Machinery,
equipment and 483 million yen equipment and 14 million yen equipment and 737 million yen
vehicles vehicles vehicles
Other{furniture and s Other(furniture  and s .
o £ 0 million yen i 9 23 million yen (:’t?e;(g:;'lmne and 11 million yen
Total 1,089 million yen .| _Other(software) imillionyen | I
Total 83 million yen Other{software) 31 million yen
Total 1,238 million yen
* 4 Loss on sale of fixed amets|® 4 Loss on sale of fixed assets * 4 lLoss on sale of fixed assets
(breakdown) (breakdown) (breakdown)

i i t s ildi and - Buildi -
m;.eqmpmen 7 million yen Buildings 56 million yen mld? and 80 million yen
Land 80 million yen Mnchinery, Machinery,

Total 88 millionyen | equipment and Imillionyen | equipment and 39 million y¢n
vehicles vehicles
Land 38 million yen Other({fumniture  and .-
- . 0 mill
Other{fumiture  and Imillion yen equipment) mitlion yen
equipment) ¥ Tota} 120 mittion yen
Total 100 raillion yen
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Current interim consolidated fizcal year
(April 1, 2006 to September 30, 2006)

fmpairment losses
The Company recognized the following impairment losses:
Use Type Location Value
Millions of yen
Sales Building 33 sites 1,436
office
Sales Land 36 sites 2772
office
Total 4,209
Background

The land and buildings listed above were used as sales offices or for other
purposes. We recognized impairment losses on these assets for the 6—mmul1
period ended September 30, 2006 because of our decision to sefl them.
The land and buildings were sold on September 27, 2006.

Grouping

Marketing and sales offices arc desmed to be part of the Marketing HQ, and
production facilities to be part of the Manufacturing HQ, [dle land for which no future
bhise is planned is grouped according to the type of structure initially planned.
Calculation of recoverable amounts

Miethod for calculating rable amounts, etc.

The recoversble amounts ere based on the anticipated realizable ssles prices off

the respective pssets.

(Consolidated Statement of Changes in Net Assets)
First half of the current consolidated fiscal year (April 1, 2006 to September 30, 2006)
1. Information about shares issued

: End of first half of
End of previous :
Type of shares | oidated fiscal yead Increasa Deacrease currerﬁﬂ s:;:vln;;:allrdalad
Common shares 96,354,872 1,478 — 96,366,350
(Outline of reasons for changes)
The breakdown of the main reasons for the increase in the number of shares is as below:
Increase caused by the exercise of new stock acquisition rights of convertible bonds:
1,478 shares )
2. Information about treasury stock
. End of first half of
End of previocus v
Type of shares | idated fiscal year Increase Decrease currerﬁﬂ sgn::lal:!ated
Common shares 4,454 518 2,014 718,226 3,738,306

{Outline of reasons for changes)
The breakdown of tha main reasons for the increase in the number of shares is as below:
Increase resulting from the purchase of single shares comprising less than one unit with voting rights: 1,822
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sharas
Treasury stock (shares of common stock of Mori Seiki) attributable to us which were acquired by affiliates
accountaed for by the equity method: 192 shares
The breakdown of the main reasons for the decreasa in the number of shares is as below:
Exercise of new stock acquisition rights (stock options): 718,100 shares.
3. information about new stock acquisition rights, etc.
There is no relevant information.
4. Information about dividends
(1) Dividends payable
. Dividend amount| Dividend per share .
Resolution Type cf shares (miltion yen) {yen) Date of record Effective date
Annual meeting of
shareholders held |Common shares 3,877 40 | March 31, 2006 June 30, 2006
on June 29, 2006
(2) Dividends whose date of record is within the first half of the current consolidated fiscal year,
and whose effective date is within the second half of the current consolidated fiscal year.
. Dividend Dividend per
Resolution Typool | Divdend | amount share Date of record | Effective dats
(million yen) (ven)
Meeting of Board
of Directors held | Common Retained 1.852 20 September 30, December 28,
on October 30, shares eamings ' 2008 2006
2008

{Consolidated Statement of Cash flows)

Previous interim consolidated fiscal year
{(Agpril I, 2005 to September 30, 2005}

Current interim consolidated fiscal year
(April 1, 2006 to September 30, 2006}

Previous full consolidated fiscal year
(April 1, 2005 to March 31, 2006)

Relation between end-of-interim term cash
and cash equivalents and amounts stated on
the interim consolidated balance sheets

Relation between end-of-interim term cash
and cash equivalents and amounts stated on
the interim consolidated balance sheets

Relation between end-of- term cash and cash]
equivalents and amounts stated on the interim
consolidated balance sheets

Cash and deposits - Cash sad deposita - Cash and deposits .
account 25,955 million yen 30,757 million yen 31,582 million yen
Term deposits with Cash and cash Cash and cash

terms in excess of -3 million yen | equivalents 30,757 million yen | equivalents 31,582 million yen
three th bal: at end of term. balance at end of term

Cash and cash

equivalents 25,952 million yen

balance at end of term
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. {(Segment information)
By business

Previous interim consolidated fiscal year (April 1, 2005 to September 30, 2005)
Current interim consolidated fiscal year (April 1, 2006 to September 30, 2006)
Previous consolidated fiscal year (Aprit 1, 2005 to March 31, 2006)

As the machine tool business segment record more than 90% of the net sales of all business segments
and of the total value of the total operating income of the business which recorded operating income,
and of the total assets of all business segments, the disclosure of business segment information has

been omitted.
By geographic region
Previous interim consolidated fiscal year (April 1, 2005 to September 30, 2005)
Millions of yen
, Asiaand .. |Consolidated
Japen Americas Europe o a Total Eliminations total
Sales and operating income
Sales
g (l 1) Sales to third partics 36,199 14,751 13,861 1229 66,042 - 66,042
(2 Intra-group sales 24,369 636 326 485 25,818 25818 -
Total 60,568 15.388 14,188 1,715 91,860 25818 66,042
Operaling cxpenses 55,586 14,916 13,847 1,528 85,879 25414 50,464
Operating income 4581 an 340 187 403 7
o &) : 5,981 5.5

Notes: 1. Shared operating expenses are distributed among all segments.
2. The segments consist of the following countries and regions:
(1) The Company and consolidated subsidiaries are summarized in three segments by
geographic area based on the countries where customers are located.
(2) The segments consist of the following countries:

AMBTICAS ... everermnemraroraanens United States, Brazil, Mexico

EUFOPE. ...covrvasrinnnansiinrnnns Germany, United Kingdom, France, Italy, Spain, Tutkey

Asia / Oceania...... Singapore, Taiwan, China, Thailand, Korea, Indonesia, Australia, India,
Malaysia .

3. Change in accounting standards

Recognition of sales

As noted in the Notes to the financial staterments, from the current consolidated fiscal year the
standard for booking sales has changed. The impact of the change is to reduce consolidated sales
by 2,696 million yen, and operating income, ordinary income, and net income before taxes by 795

million yen. The change does not impact individual segments outside Japan.
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Current interim consolidated fiscal year (April 1, 2006 to September 30, 2006)

Millions of yen
. Asia and N Consolidated
Japan Americas Europe Oceanis Total Eliminations total
Sales and operating income
Sales
Saﬁ.) Sales to third parties 41,910 16,306 18453 1.761 78,431 - 78431
s:ﬁ;) trtrs-group sales 24,369 363 245 a4 w912 | 28912 .
Total 50,568 15388 14,188 7095 | 107344 | 28912 78431
Operating cxpenses 35,586 14916 13.847 2,173 09067 | 28,764 68,402
(,m"s income 4981 an 30 21 10,177 148 10,029

Notes: 1. Shared operating expenses are distributed among all segments.
2. The segments consist of the following countries and regions:

(1) The Company and consolidated subsidiaries are summarized in three segments by
geographic area based on the countries where customers are located.
(2) The segments consist of the following countries:

AMETICAS ...\ vvverrnemeeraanannes United States, Brazil, Mexico

EUrope......oovvunnecaeenencnnns Germany, United Kingdom, France, Italy, Spain, Turkey

Asia / Oceania...... Singapore, Taiwan, China, Thailand, Korea, Indonesia, Australia, India,
Malaysia

3. Change in accounting standards
Wammanty reserve

Until the year ended March 31, 2006, warranty expenses during the cost-free guarantee period
were charged to income as incurred.  Effective the first quarter of the fiscal year ending March
31, 2007, we have adopted a new method of accounting which recognizes the warranty reserve
based on the Company’ s historical experience with warranty payments and the related sales
amounts,

The effect of this change was to decrease operating income by ¥20 million as compared with the

corresponding amounts which would have been recorded under the previous method.

Previous consolidated fiscal year (April 1, 2005 to March 31, 2006)
. . Millions of yen

Japan Americas Europe A’G i N;: Total Eliminations m:!
Sales and operating income
Sales
s-ﬁ: Sales to third parties 79,066 31,774 31,531 2967 145,339 - 145,339
s;fg Intra-group ssles 50369 - M 77 975 5269 | -52.693 .
Total 129,435 32,545 32,108 3,943 198,033 52,693 145339
Operating capenses 114,981 31,159 21,333 3.684 181,158 52,113 125,043
(mow) (_"') ng Income 14,454 1,386 775 258 16,874 -580 16,294

Notes: 1. Shared operating expenses are distributed among ail segments.
2. The segments consist of the following countries and regions:
(1) The Company and consolidated subsidiaries are summarized
geographic area based on the countries where customers are located.
(2) The segments consist of the following countries:

in three segments by
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AMETICAS. .eevivrnreeeereriaaninens United States, Brazil, Mexico
Germany, United Kingdom, France, Italy, Spain, Turkey
Asia / Oceania...... Singapore, Taiwan, China, Thailand, Korea, Indonesia, Australia, India,

Malaysia

3. Change in accounting standards

Recognition of sales
As noted in the Notes to the financial statements, from the current consolidated fiscal year the

standard for booking sales has changed. The impact of the change is to reduce consolidated sales
by 1,798 miltion yen, and operating income, ordinary income, and net income before taxes by 554
million yen. The change does not impact individual segments outside Japan.

Overseas sales

Previous interim consolidated fiscal year ((April 1, 2005 to September 30, 2005)

. Asiaand
Americas Europe 0 ia Total
Overseas sales {million yen ) 16,781 14,789 6,117 37,689
Consolidated Sales (million yen ) 66,042
Overseas sales a3 a percentzge of total
idazed sales (%) 254 224 93 574

1 Overseas sales consist of sales by the Company and its subsidiaries outside Japan.

Notes:
2 The segments consist of the following countries:

(1) The Company and consolidated subsidiaries are summarized in three segments by

geographic area based on the countries where customers are located.

(2) The segments consist of the following countries:
i United States, Brazil, Canada, Argentina, Mexico

Russia, Slovenia, Czech, Hungary, Poland

Asia / Oceania......Singapore, Taiwan, China, Thailand, India, Indonesia, Korea, Australia,

New Zealand, Malaysia, Philippine, Vietham

Current interim consalidated fiscal year (April 1, 2006 to September 30, 2006)

082-34930

Germany, United Kingdom, Italy, France, Spain, The Netherlands,
Norway, Sweden, Denmark, Switzerland, Israel, Finland, Turkey,

. Agsia and
Americas Europe o y Total
Overseas sales (million yen ) 18,206 19,159 5,852 43,218
Consolideted Sales (million yen } 78431
Overseas sales as a percentage of total
consolidated sales (%) 232 244 15 55.1

Notes: 1 Overseas sales consist of sales by the Company and its subsidiaries outside Japan.
2 The segments consist of the following countries: .

(1) The Company and consolidated subsidiaries are summarized in three segments by

geographic area based on the countries where customers are located.

(2) The segments consist of the following countries:
i United States, Brazil, Canada, Argentina, Mexico

Russia, Slavenia, Czech, Hungary, Poland

Germany, United Kingdom, Italy, France, Spain, The Netherlands,
Norway, Sweden, Denmark, Switzerland, Israel, Finland, Turkey,

Asia / Oceania...... Singapore, Taiwan, China, Thailand, India, Indonesia, Korea, Australia,

26
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New Zealand, Malaysia, Philippine, Vietnam
Previous consolidated fiscal year {April 1, 2005 to March 31, 2006)
Americas Europe Ac'il ": Total
Overseas sales (million yen ) 36,421 33,303 12,397 82,122
Consolidated Sales (million yen ) 145,339
QOverseas sales as a percentage of total
lidsted sales (%) 25.1 229 8.5 565

1 Overseas sales consist of sales by the Company and its subsidiaries outside Japan.
2 The segments consist of the following countries:
(1) The Company and consolidated subsidiaries are summarized in three segments by
geographic area based on the countries where customers are located.
{2} The segments consist of the following countries:
AmEricas.......cooovveiriniiiiann. United States, Brazil, Canada, Argentina, Mexico
Europe.......coooeeieiiinninnes Germany, United Kingdom, Italy, France, Spain, The Netherlands,
Norway, Sweden, Denmark, Switzerland, Israel, Finland, Turkey,
Russia
Asia / Oceania...... Singapore, Taiwan, China, Thailand, India, Indonesia, Korea, Australia,
New Zealand, Malaysia

Notes:

Lease information has been omitted since this will be disclosed on EDINET in the consolidated semiannual

financial statements.

Marketable securities

Previous interim consolidated fiscal year (April 1, 2005 to September 30, 2005)
1 Other marketable securities with determinable market value

Value carried on
. consolidated balance sheets . .
Acquisition cost on the Jast day of the interim Unre‘al_:zed gain
(million yen ) term (million yen )
(million yen )
Securities 3,603 9,394 5,790
Total 3,603 8,394 5,790

Note: An impairment loss is recorded when the market value of a security falls by 30% or more from its
carrying value. :

2 Marketable securities not reported at market value
Subsidiary and affiliated companies’ stock

Amount included on consolidated balance sheets
(million yen )

Subsidiary company stock 309

794

Affiliated companies' stock
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Current interim consolidated fiscal year (April 1, 2006 to September 30, 2006}
1 Other marketable securities with determinable market value
Value carried on
- consolidated balance sheets . .
Acq!.u?ltlon cost lon the last day of the interim Unn?al_:md gun
{million yen ) term {million yen )
(million yen )

IS, itics 5,130 11,182 6,051
Total 5,130 11,182 6,051

Note: An impairment loss is recorded when the market value of a security falls by 30% or more from its

carrying value.

2 Marketable securities not reported at market value
Subsidiary ang affiliated companies’ stock

Amount included on consolidated balance sheets
(million yen )
Subsidiary company stock 300
Affiliated companies' stock 838
Previous consolidated fiscal year (April 1, 2005 to March 31, 2006)
1 Other marketable securities with determinable market value
Value casried on
Acquisition cost consolidated balance sheets |- Unreatized gain
(million yen ) on the last day of the term (millicn yen )
{million yen )
Securities 5,130 12,775 7,645
Total 5,130 12,775 7.645

Note: An impairment loss is recorded when the market value of a security falls by 30% er more from its

carrying value.

2 Marketable securities not reported at market value

Subsidiary and affiliated companies' stock

Amount included on consolidated balance sheets
{million yen )

Subsidiary company stock

Affiliated companies' stock

300

g3
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Derivative Financial Instruments

Market value of derivatives transactions -
Contract value, market value, and unrealized gain (loss)

Previous interim consolidated fiscal]  Current interim consolidated | End of previous consolidated fiscal
year fiscal year year
(September 30, 2005 September 30, 2006 {March 31, 2006)
[Portion of Portion of| Portion of]
Tyoe | Contmet | “™™™ ] mMarker [Unreatizfc contract | \oner (Unrealiz] Contract | SO0 | yryes |VPERTEE
vaie | V¢ | valuc | ed gain | value e | e (edgin| vae | NS | et | B
(milion (%218 (million |(millon  (million m"“‘"mm" (millon [(mitlion (mitlion {%==CU81 (miltion (gmh;
yem) | cillion yn) | ye) | yeb { ocion [ TR0 [ YO | ¥eR) | iition LI
yen) yen) yen)
Hedge .
WENEECEIORS
Sell:
Derivatives us. i
ot 1,901 - 1em| s | 208 | ozea| 0| 24 -1 zam ) 4
Euro 7580 | e | 7662 | -2l e3m | 6ose| 326 7485 | mam| 2
Total san2 | 111 ssa- ] 159 | mass .| soer| 397 | 10280 - | weese | 27|

Notes: 1 Calculation of market value
Foreign exchange hedges......Based on futures market pricing.
2 hedge accounting: Items subject to deferred hedge accounting are not disclosed.

Stock options and others
This information is not applicable to the Company.
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Summary of Interim Non—consolidated Financial and Business Resulfs for
the First Half of the Year Ended March 2007

Stock Exchange Listings
Headguarters Location
Aichi Prefacture

Company name Mon Seiki Co., Ltd.

Code number 6141

{ URL http: //www.mortseiki.co,jp )

Representative President

Nams Masahiko Mori

Contact (title) Director Accounting & Finance Dept Exective Officer
Name Morikuni Uchigasaki

Data cof interim mesting of Board of Directors: October'30, 2008
Start of payment of intorim dividend: Decembar 28, 2008

Unit of stock:

Non—consolidated Businass Results (April 1, 2006 to September 30, 2006)
(1) Non-consoclidated eamings

TEL (052) 587-1835

100 shares

(All figures ara rounded to the nearsst one million yen)

October 30, 2006
Tokyo, Osaka

Salss Operating income Ordinary income

millions of yen %| milions of yen %| mithons of yan )
First six months of FY2008 66415 14.1 8,851 92.9 8919 98.3
First six months of FY2005 58214 29.7 4640 98.6 4475 81.9
Yousr anded March 2008 124144 13,770 13,4010

Net income Net income per share

milions of yen % yon
First six months of FYZ008 4,293 ASS8 46.87
First six months of FY2005 4560 1242 51.76
Yaar ended March 2008 13,284 147.77
Notes: .
1) Aversgs number of sharss Sing Frst six montha of FY2008: 92 649,245, firet six months of FY2005: £8,108.540, Year ended March 2008:; 58,835,713

2) Changes in accounting policy Yas
3) The percentage figuras for net zales, opersting income, ordinary income, and nat incoms represant incransas (dacreases) relative to the same period of

the previous yoar,

(2) Non-consolidatad financial condition

Total assets Shareholders’ equity | Sharsholders’ | Equity per
equity ratio share
millions of yon millions of yen % yen
First six months of FY2006 138,131 108,874 78.8] 1,175.12
First six months of FY2005 138,668 95,506 68.9] 1,081.87
Year onded March 2005 148,154 109,766 741] 1,192.45
Neotes:
1) Averagn number of sharss ding First wix hs of FY2008: B2.649 245, first six months of FY2005: 88,271,420, yesr ended March 2008; 91,931,383

2) Trestury stock st the end of September 2008: 3717.105 shares. September 2005: 8,496,001 shares.  March 2006: 4,433,500 shares

2. Forecasts for the year April 1. 2006 to March 31, 2007

Sales Ordinary income Net income Net income per share
millions of yen milions of yen millions of yen yen
Yaar cnded March 2007 138,000 17,600 12,500 134.92
3. Dividends
Intenm Year ended
dividend per March Annual Total|
share _ldividand oer
yen yan yen
Year ended March 2008 - 40.00 40.00
First six months of FY2006 20.00 -
Year anded March 2007 — 20,00 40.00 |Forecasts} .

“The forecast stated above is based on pieces of information which are currently available. .
Therefore, it contains an element of uncertainty.
The actual results may be different from the above forecast due to changes in clrcumstances.
Please refer to precautiuns of making use of the forecast and assumptions on which the forecast is based.
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Balance sheets
Previous interim Current interim Previous full
Non-consolidated fiscat year | Non-consolidated fiscal year | Non-consolidated fiscal year
(September 30, 2005) (September 30, 2006) {March 31, 2006)
Amount (million| o REe ol oy (Perecmgeof] o, |Porconiage of
yen) wal o ionyen) | 2 [ (millonyeny| P
(%) (%) (%)
Assets
1 Cument Assets
1 Cash and deposits 21,068 24,568 24 088
2 Notes receivable 783 Ly 848
3 Accounts receivable 24,121 24,395 27278
4 Inventories - 19,807, 21,254 19,263
5 Deferred income texes 35 23 31
6 Consumption tax receivable 101 169 224
7 Other 2,062 2,533 2,196
8  Allowance for doubtful receivables £8 68 =72
Total current assets 67,912 49.0 73,439 53.2] 73,856 49.9
1l Fixed asscts
1 Property, plant and equipment
(1) Buildings 20,005 17.357 19,492
{2} Machinery and equipment 5,156 5,361 5,054
(3) Land 18,240 12,519 . 18,240
(4) Construction in progress 260 1394 642
{5) Other 3,495 3,703 3,434
::;;’;T"" plant and 4,159 340 39,072 283 46,864 1.6
2 Intangible fixed assets
_ Total intangible fixed assets 1,967 1.4 2,109 1.5 2,294 1.5
3 [nvestments and other assets
{1) Investments in securities 9,394 11,182 12,775
(2) Shares in affiliste companics 8,853 9,001 9,013
(3) Other 3,380 33215 3,348
ul:" investments and other 21,628 156 23,509 170 25,138 170
Total fixed assets 70,755 510 64,692 46.83 74,297 50.1
Total assets 138,668 100.0 138,131 100.0/ 148,154 100.0]
31
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Previous interim Current interim Previous full Non-consolidated
Non-consolidated fiscal year Non-consolidsted fiscal year fiscal year
(Scptember 30, 2005} (September 30, 2006) (March 31, 2006)
Percentagef Percen |Percentage|
IAmount (million yen ) of total |[Amount {millionyen } oftotal |Amount {million yen )} of total
%) (%) (*)
Liabilities
I Current lisbilities
| Accounts payzsbie 1,685 8,524 1977
2 Current portion of long-term B
debt 5,000 5,000
3 Accrued income taxes 11} 156 218
4 Warrenty Reserve 385 -
5 Other 4,610 6,088 5.908
Total current lisbilities 17,456 12.6 16,054 1.6 19,104 129
1l Long-term lisbilities
1 Bonds with stock
acquisition rights 11,500 9,331 9,333
2 Long-term debt 10,000 . 5,000
3 Deferred income taxes 2,380 2,17 3,126
4 Deferred income taxes on
reserve for land revatustion 1,824 1,699 1.824
Total long-term
liabilities 25,704 18.5 13,202 9.6 19,284 13.0
Total liabilities 43,161 3 29,257 21.2
Sharcholders’ equity
| Common stock 28,190 203 - - 29,285 I9.4
11 Capital surplus
1 Capital reserve 40,931 L 42,02‘J
2 Other Capital surplus 57 E 504
Total capital surplus 40588 295 ; ; 259 288
Iil  Retained eamings
1 Legal reserve 2,65 4 2,654
2 Genersl reserve 32,89 E 32,899
3 Un_lppmpﬁatui retained 2.37 | 6354
eamings v
Total retained eamings 33.178 239 - - 41,903 283

IV Reserve for land revatuation -4,636 -33 - - -4,636 -3.1

V. Net unrealized holding gain ausl 25 - . ased 3l

on securities .

V! Treasury stock -5,660 -4.0 - - -3,865 -2.6
Total sharcholden® 95,506| 689 . . 109766 74
equity
Totwnl lisbilities and
sharehalders' equity 138,668 1000 . - 148,154 100.04

Net Assets
I Shareholders’equity
1 Capital . - 29286 | 212 - -
2 Capital surplus
{1) Capital reserve - 42,025 R
3z
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{2) Other
Total Capital surplus
3 Retained eamings
{1) Legal reserve
{2) Other
Extraordinary
disposal reserve
Asset reduction
reserve
Other reserve
Retained eamings
carried forward
Total Retained
camings
4 Treasury stock
Total
Shareholders'equity
11 Valuation, Translation
Adjustments and
Others
1 Net unrealized
holding gain on
securities

2 Deferred assets
(liabilities) arising from
p'lcdge accounting

3 Reserve for land
revaluation

Total Valuation,
Translation
Adjustments and
Others

Total Net Assets

Total Liabilities and
Net Assets

594
42,620 309
2,650
42
174
32,600
T28
36,195 6.2
-3,242 24
104,860 7159
3,157 23
-688 0.5
1,545 1.1
4,014 29
108,874 78.8
138,131 100.0

File No.
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Statements of income
Previous interim Current interim Previous full Non-consolidated
Non-consolidated fiscal year Non-consolidated fiscal year fiscal year
(September 30, 2005) {September 30, 2006) (March 31, 2006)
JAmount (million yen } % ?;t)oml [Amount (million yen ) % ?;:)om Amou;:;r?lllwn % ‘E;‘;’m
1 Netsales 58,214 100.0 66,415 100.0 124,144 100.0
11 Cost of sales 39,175 673 43,212 65.1 82,238 662
Gross profit 19,038 327 23,192 349 41,906 338
i Selli ini v
! Selling, general and administrative 14398 247 14200| 214 8135 227
Operating income 4,640 80 8,951 13.5 13,770 11t
IV Non-operating income
1 Interest income 3 7 &
2 Dividend income 50 5 72
3 Foreign exchange gain L 44 -
4 Rental income 115 E 115
S Other 87 mf o4 ™ g 03 1a] 330 03
V Non-operating expenses
1 Interest expense 39 21 |
2 Interest on bonds 197 - %3
3 Foreign exchange loss T2 - 72
4 Other 11 421 0.7 209 231 0.4 260 698 0.6
Ordinary income 4475 1.7 8919 134 13,401 t0.3
V1 Extraordinary income
| Gain on sale of fixed assets 262 0 268
icu(:inl';naon sale of investments in 917 _ 017
3 Gain on return of allownnce for
doubtful receivables and Other 118 1297 22 9 9 0.0 114 1,299 10
Vi Extraordinary expenises
1 Loss on sale of fixed asscts 683 62 824
2 Loss on disposal of fixed assets 85 98 e
k] ss  on evaluation
invesl;t;enu in secuiities o 349 4,209 349
4 Loss on devaluaticn of shares in 44 B a4
affiliaste companies
5 Loss on termination of leases - - 45
6 Provision for the prior
years' warranty reserve 28| 1,192 21| 369 4,739 7.1 - 1374 1.1
Income before income taxes 4,581 18 4,189 6.3 13,326 10.7
Income taxes 21 21 42
Corporation tax adjustment - 2} 0.0 -125 -104 -0.2 - 42 0.0
Net income 4,560 78 4,293 6.5 13,284 10.7
ey s oot 1,604 ; 1.604
mRv:v;?lmof reserve for land 2535 ) 8,535
Unappropristed retained
camings -2, 370 - 6,354
34
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Interim Non-Consolidated Statements of Shareholders' Equity
(April 1, 2006 to September 30, 2006)

Shareholders’equity

Capital

Capital surplus

Capital reserve

Other

Total Capital surplus

Balance{March31,
2006) {million yen}

29,285

42,024

42,529

Increase (dscrease)

during the intarim

1ssue of new stock

disposal of

Treasury stock

83

89

Total Increase
(decrease} during

the interim {million

89

90

Balance{September

30, 2006) (million

29,286

42025

594

42,620

Shareholders’equity

Retained earnings

Legal
reserve

Other

Extraordin
ary disposal
reserve

Asset
reduction

rescrve

Retained
earnings
carried
forward

Other
reserve

Total
Retained
earnings

Treasury
stock

Total
sharehol
der's

squity

Balance(March31,
2006) (million yen)

2650

114

184

32,600 6,354

41,903

-3,865

108,852

Increase (decrease) '

Issue of new stock

Liquidation of
Extrzordinary

disposal reserve

~72

Liguidation of
Asset reduction
reserve

Dividends

-3,677

-3, 617

-3,677

Bonuses to
directors and
statutory auditors

~142

-142

-142

k1
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mn;tmﬁ'gss during - — — - 4,293 | 4,203 — 4293

Gain of Treasury _ _ _ _ . - -y -4
stock
Trg;:ﬂ?;asltock of . - - — — _ o% e

Reversal of
reserve  for  land — -_ —_ —_ -8,181 -6, 181 —_ -6.181
revaluation
Total Increase
(decreass) during

-— =12 -9 -5,625 -5,707 622 -4,992

the interim (million
yen)
Balance(Septembrt
30, 2006) (million 2,650 42 174 32,600 728 36,195 -3,242 104,860
yen) ' »

Valuation, Translation Adjustments and Others
Total Net
. Deferred assets ts Total Valuation, | T
Net unrealizod | ifties) arising Asse Teanstation | | 1°ta! Net Assets
secﬁngt?g from hedge Adjustments and
accounting Others

Balance(March31, _ _
2006) (million yen) 4549 — 4,636 86 109,788
Incraase (decrease)

Issue of new stock — — — - 2

Dividends — -— — — -3,677

Bonuses to
directors and —_ — —_ — -142
statutory auditors

Net loss during —
the quarter - _ - 4293

Gain of Treasury . _ — — -4
stock

disposal of _ _ _ _ 16
Treasury stock

Reversal of
reserve  for  land — —_ —_ — ~6,181
revaluation
Net change in other 1,392 688 6,181 4.101 4,101
items
Total Increase

duri
(decrease) ~ during 1,392 688 8.181 4,101 -891
the interim (million
yen)
36
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Batance(September )
30, 2006) (million 3,157 —£88 1,545 4014 108874
yen)

Important accounting policies

1 Assets valuation standard and
methodology
(1) Investments in securities
valuation standard and
methodology

{1) Other investments in securities
Securities with determinable market value
Stated at market value as of the last day of the interim period.
Unrealized holding gains (losses) are stated in the Shareholders’
Equity portion of the balance sheets, The cost of securities sold is
determined based on the moving-average method
Non-marketable available-for-sale securities
Stated at cost determined by the moving-average method.
(2) Shares in subsidiaries and affiliated companies are stated at cost
determined by the moving-average method.

(2) Liabilitics arising s a result Stated at market value
of derivatives trades
valuation standard and
methodology
{3) Inventories valuation Merchandise, Finished goods, Work-in-process ...... Stated at cost using
standard and methodology the average method

Raw materials ......Stated at cost using the moving average method
Supplies...... Stated at cost using the Jast purchase price method

2 Depreciation of fixed assets
(1) Property, plant and
equipment

(2) Intangible fixed assets

Declining balance method
However, the Straight line method is applied to buildings acquired since
April 1, 1998 (excluding fittings). The ranges of useful lives are
‘Buildings 8 to 50 years
Machinery and equipment  2to 17 years
Straight line method
Howcver, goodwill are calcutated by the straight line method over five
years, software for sale is calcutated by the forecast sales period (three
years), and software for in-house use is calculated by the period of
potential usage (five years).

3 Standard for inclusion of
reserves

{1) Allowance for doubtful

receivables

The Company bases its provisioning for future bad debts on actual default
ratios. Specific doubtful receivables considered to be non-recoverable are
provisioned against individually.

(2)Wrmanty reserve

A warranty reserve has been recognized for expenses connected with
repairs anticipated during the customers’ charge-free guarantee period.
The tevel of this reserve is based on the Company's historical experience
with warranty expenses and the related sales.

4, Accounting for leases

Finance leases other than those which transfer the ownership of the leased
property to the Company and its consolidated subsidiaries are accounted
for as normal operating leases.

5 hedge accounting

(1) hedge accounting
methodology

(2) Items to be hedged, and
methodology

(3) Hedging policy

(4) Assessing effectiveness

Deferred hedge accounting.

Foreign exchange hedges

Items hedged: foreign currency-denominated transactions

In response to risk-hedging needs related to foreign exchange rates and
interest rates for customers, the Company and its consolidated
subsidiaries usc derivative transactions for hedging risk with the aim of
appropriate market risk management.

The effectiveness of a cash flow hedge is assessed based on the
correlation between a base interest rate index of the hedged cash flow and
that of the hedging instrument.

6 Other significant issues
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| (1) Consumption tax

File No.

| Salesare included net of consumption tax. ]

Change in Accounting

'Warranty Reserve

ntil the year ended March 31, 2006, warranty expenses during th
ost-free guarantee period were charged to income as incurred.  Effectiv
¢ first quarter of the fiscal year ending March 31, 2007, we have adop

new method of accounting which recognizes the warranty reserv
ed on the Company’ s historical experience with warranty payments
nd the related sales amounts. This change was made in order to achiev
ppropriate accounting for periodic income by matching warran
xpenses during the cost-free guarantee period with the related revenues)
from the sales of the products and because control of warranty expens
during the cost-free guarantee period has become more important under
managements policy of enhancing product quality.

As a result, a reversal of the warranty reserve of ¥16 million which is

included in selling, general and administrative expenses and a provision for

the prior years” warranty reserve of ¥369 million included in special
losses were recognized in the accompanying consolidated statemen
bf income for the 6-month period ended September 30, 2006. T
ffect of this change was to decrease both operating income and ordin
income by ¥16 million and to decrease income before income taxes for th
first quarter by ¥385 million as compared with the corresponding amount

which would have been recorded under the previeus method.

Accounting  Standard

the Balance Sheet

Presentation of Net Assets iw we have adopted “Accounting Standard for Presentation of Net Assets in the

fon Effective the first semiannual period of the fiscal year ending March 31, 2007]

Balance Sheet” in accordance with Accounting Standards Board of Japan
(“ASBJ™") Statement No. 5 issued on December 9, 2005 and “Guidance o
Accounting Standard for Presentation of Net Asscts in the Balance Sheet,”|
ASBI Statement No. 8 issued on December 9, 2003,

The effect of the adoption of this standard en net income was nil for the first

semiannual period of fiscal year ending March 31, 2007.

The total amount of sharcholders’ equity under the previous method of

presentation was ¥109,562 million.
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In accordance with cerain amendments to the regulations regardin
consolidated semiannual financial statements, the accompanying consoli
semiannual financial statements have been prepared in accordance with th

amended regulations.
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(Balance sheets)
Previous interim consolidated fiscal year Current interim consolidated fiscal year Previous full consolidated fiscal year

{September 30, 2005) (September 30, 2006) (March 31, 2006)

* 1 Cumulative * 1 Cumulative hd 1 Cumulative

depreciation of 65,268million depreciation of 62,378million depreciation of 65,926 million

property, piant and yen property, plant end yen property, plant and yen,

equipment equipment equipment

2 Contingent liabilities 2 Contingent lisbilities 2 Contingent liabilities
Contingent liabilities Contingent  liabilitics Contingent  lizbilities
on lease payments by, 510 o ey | 0N Tease payments by, pog iy oy | oD loase payments 5 2,399 million yen

customers (Komatuski

and 305 others)

3 Commitment linc agreement

The Company has signed commitment

line agreements with three banks
in order to procure working
capital efficiently. The resulting
balance of loans not taken up at
the end of the interim term is as

customers (Komatuski
and 363 others)
3 Commitment line agre t
The Company has signed commitment
line agreements with three banks
in order to procure working
capital efficiently. The resulling
balance aof losns not taken up at
the end of the interim term is as

customers (Komatuski
and 346 others)
3 Commitment line agreement

The Company has signed commitment
line agreements with throe benks
in onder to procure working
capital efficiently. The resulting
balance of loans not taken up at
the tnd of the interim term is a2

follows: follows: follows:
Commitment 11,000 million Commitment 11,000 mitlion Commitment 11,000 million
ceiling yen ceiling - yen ceiling yen
Borrowed : - Borrowed - Borrowed -
Ba 11,000 million Bal 11,000 million Balance 11,000 million
yen yen yen
{Statcment of income)

082-34930

Previous interim consolidated fiscal year
(Aptil 1, 2005 to September 30, 2005)

Curreat interim consolidated fiscal year
¢April T, 2006 to Scptember 30, 2006)

Previous full consolidated fiscal year
(April 1, 2005 to March 31, 2006)

* | Depreciation

Property, plant and _'
equipment 1,744 million yen
Intangible fixed asscts 421 miltion yen

¢ 2 Gain on sale of fixed assets
{breakdown)
Machinery,
equipment and 5 million yen
vehicles
Isnd 257 million yen
Total 262 million yen

* 3 Loss on disposs! of fixed assels

(breakdown)
Machinery,

equipment

vehicles
Other(furniture  and

equipment)

Total

and 683 million yen

0 million yen

683 million yen

* 1 Depreciation
Property, plant and .
equip 1,634 miilion yen
Intangible fixed assets 469 million yen

* 2 Gain on sale of fixed assets

(breakdown)

Buildings 0 mitlion yen
structures 0 million yen
Machinery and _—
equipment 0 million yen
Other(fumiture and e
equipment) { miliion yen
Total 0 million yen

* 3 Loss -nn disposal of fixed assets

(breakdown)
Buildings 0 million yen
L quipment 12 million yen
vehicles 0 million yen
Other(furniture and o1
equipment) 5 million yen

Other{Software) 44 million yen
[Total 62 milkion yen
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* | Depreciaticn
Property, plant and
equipment
Intangible fixed mssets 844 million yen

3,545 million yen

* 2 Gain on sale of fixed assels

(breakdown)

structures 0 million yen
Machinery and g
equipment 7 million yen

C - r(fumitize  and 1 miltion yen
equipment)

Other(Software) 1 million yen

land 257 million yen
Totl 268 million yen

* 3 Loss on disposal of fixed assets

(breakdown)

Buildings 52 million yen
structures 0 million yen
Machinery  and 35 illion yen

equipment

:“"(f“":)'"‘“ ad 4 million yen
Other({Software) 31 millign yen

Totsl 824 million yen
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* & Loss on sale of fixed essets |* 4 Loss on sale of fixed assets|[* 4 Loss on sale of fixed assets
(breakdown) (breakdown) (breakdown) .
Buildings 80 million yen Buildings 53 million yen Buildings EO million yen
Machinery and — struchires 2 million yen Machinery and i
equipment 4 million yen Machi and | million equipment 29 million yen
Total 8 millionyen | equipment Y& | Tot 110 million yen
land 38 million yen
Other{furniture  and -
> 1 million yen
equipment)
Total 98 million yen
Current interim consolidated fiscal year
(April 1, 2006 to September 30, 2006)
Impairment losses
The Company recognized the following impairment losses:
Use Type Location Value
Millions of yen
Sales Building 33 sites 1,436
office
Sales Land 36 sites 2,12
office
Total 4,200
Background

The land and buildings listed above were used a3 sales offices or for other]
purposes.We recognized impairment losses on these assets for the S-monthy
period ended Scptember 30, 2006 because of our decision to sell them.
The land and buildings.were sold on September 27, 2006.

[Grouping

Marketing and seles offices are decmed to be part of the Marketing HQ, and|
production facilities to be part of the Manufacturing HQ. ldle land for which no future
bise is planned is grouped sccording to the type of structure initially planned,
Calculation of recoverable amounts

Method for calculating recoverable amounts, etc.

The recoversble amounts are based on the anticipated realizable sales prices of

the respective assets,
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(Consolidated Statement of Changes in Net Assets)
First half of the current consolidated fiscal year (April 1, 2006 to September 30, 2006)
Information about treasury stock

. End of first half of
End of previous :
Type of shares |, iated fiscal year Increase Decraase curregt consofidated
scal year
Commen shares 4,433,509 1,822 718,226 3,717,105
(Outline of reascns for changes)

The breakdown of the main reasons for the increase in the number of shares is as below:

Increase resulting from the purchase of single shares comprising less than one unit with voting rights: 1,822
shares

The breakdown of the main reasons for the decrease in the number of shares is as below:

Exercise of new stock acquisition rights (stock options): 718,100 shares.

Leases
Lease information has been omitted since this will be disclosed on EDINET in the consolidated semiannual

financial statements.

Marketable securities
Previous interim consolidated fiscal year (September 30, 2005)
Not detailed, due to the absence of stocks in subsidiaries or affiliated companies with market value.
Current interim consolidated fiscal year (September 30, 2006)
Not detailed, due to the absence of stocks in subsidiaries or affiliated companies with market value.
Previous full consolidated fiscal year (March 31, 2006)
Not detailed, due to the absence of stocks in subsidiaries or affiliated companies with market value.
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