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My name is Tokuo Yamamoto, CFO of NEC
Networks & System Integration Corporation, which

we call NESIC.
Thank you for joining us today for this briefing.



Agenda

l. What's NESIC ?

Il. Gear for Growth !

Here is our agenda, today.

| will provide a summary of our company first, then
talk about the gear for growth.



l. What's NESIC ?

eHistory
«Business Model
eFinancial Performance
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What's NESIC?



Corporate History

System Integration (S|

Sales

1988 | T
( Sales ¥100billion |

Listed on the Tokyo |: TSE Industrial Category

1973 i Stock Exchange, ~ |: was changed from
— | First Section Construction to Info.&
(Sales ¥ Dblnlon) 1983 3 Communication

Listed on the Tokyo Stock
Exchange, Second section
NESIC was founded

heso [2005
as Nippon Electric

: Name changed to
Name changed to NEC
System Integration & NEC Netyvorks & System
e Construction, Itd. Integration Corporation
( e

1953

Installation Company

>
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This chart shows our history.

NESIC was born as a telecom engineering
company 60 years ago.

According to technologies, our business have
been gradually expanded into systems
Integration and related services such as
system operation and outsourcing services.




Corporate History

Support the base Construction of domestic broadcasting
of telecom.

(1953-)

Support global Construction of telecom infrastructure

Communications
(1960s-19805) around the world |
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| will explain the history of NESIC in a little more detail.

1953, the year of our foundation, was the year when NHK
started Japan’s first regular television broadcasts, and
Kokusai Denshin Denwa ,current KDDI was established.

In other words, NESIC was born at the dawn of
communication in Japan.

We started out developing Japan’s broadcast and
telecommunications infrastructure, with the installation of
television broadcasting equipment and the installation of
telephone switchboards, as shown in the photos.

In sixties, our business expanded to the
telecommunications infrastructure not only in Japan but
around the world.

We have installed telecommunication equipment on Mt.
Everest and have contributed to live TV coverage via
satellite communications from the top of Mt. Everest.



Corporate History

System Integration Expansion corresponding to diversified

(SI) . . . . .
) communication way including mobile-phones and
(1990s-present) Y —

And Today... S| and operation of various social infra.
Work style reform integrating office design &ICT.

Alongside the dramatic development of telecommunications
technology in the 1990s,

we also contributed to the start-up of new telecommunications
services, including mobile phones and the Internet, and also
expanded system integration business for office communication
network.

We can say that it is the era when we became a system integrator

And today....., we have also been involved in the construction of
social infrastructure, including the installation of digital terrestrial
broadcasting equipment on Tokyo Skytree and the development
of a submarine seismometer system.

Moreover, our stage has spread as far as space.

We have been involved in the operation and control of the
Hayabusa asteroid explorer, which caused a stir in 2010, and
numerous other satellites.

Incidentally, it was one of our staff members who rediscovered the
Hayabusa when its whereabouts were unknown.
Not only integration of ICT systems for offices, we also focus on

the work style innovation solution business, including procedures
and office design to enhance the productivity of employees.



What is NEC Networks & System Integration?

We are a company that supports
all kinds of communications, ranging from
space and submarine communications to
communications in everyday life and corporate activities.

Corporate message
Re-designing your Communication
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It is, therefore, fair to say that NESIC is a
company which has achieved growth by

continually supporting all kinds of
communications across a wide range of fields.



NESIC Business Model

Point1 Point2 Point3
Customers Facility
(Companies, X ICT % managm't

Carriers, services (FM)
Govern’ts)
Point4

Our spirit oriented towards improvement and reform “Kaizen”

60 years experience, primarily in the network field

A Japanese /eading S'er in the network field
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Our business model has 4 points:

(1)We do business for various customers, private
companies, telecom carriers and governments.

(2)We can provide them variety of services related to
ICT, such as consulting, system integrations,
maintenance operation, and outsourcing services,
utilizing our strong service & support bases.

(3)We also have total facility management knowhow
through telecom construction experience, including
office facilities and design.

(4) In addition, we have spirit oriented towards “Kaizen”

We are proud of leading position in the Japanese
network market by the trust, earned through our
experience and know-how accumulated for sixty
years.



Point 1: A Wide Range of Customers

Sales:¥235. 7hillion

Social
Infrastructure

80.9

Carrier
°4.7 Network

FY 2013/3
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Our sales are well balanced by these 3 segments,
as a results of our broad customer base.



Point 2: Infrastructure for Extensive ICT Services

| Offering all services from the standpoint of customers

® Business infrastructure for offering all kinds of services, including
consulting, construction, maintenance and operations

Support service platforms

+Sales staff : 800
+Service engineers : 4,000
*Maintenance bases : over 400

Offering LCM services

4 Planning/Gonsulting,/| || hi‘h};[ : '..'r.;;-/

proposal Date Center“NMatlon Center; Parts cente

| Support bases ‘ | Overseas subsidiaries
Support ]
services SI/Installation &
: ..- "‘

[ ¢ : . Overseas subsidiaries 5
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We are able to provide ICT services as a
management cycle, from consulting, integration,
maintenance and outsourcing services.

To support our business model, we have more
than 400 service and support bases and 4000
engineers working nation-wide.

As a result, for an example, we can send support
staff and necessary parts to our customers in 2
hours wherever they are in Japan.



Point 3: FM Capability Based on Construction Know—-how

I Facility management (FM) + ICT capabilities

® Creating new business using synergy between expertise
in facility management & ICT
Telecom
ICT construction/
Facilities
NTT Data, CTC,

Net One Systems Comsys Holdings,

Kyowa Exeo
and other Slers NESIC and other telecom
constructors
Emp0w+d0f fice
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The clear differentiation compared to other system
Integrators, lies in our know-how and installation
capabilities for office, electrical and other facilities.

These skills have been built through our
Infrastructure construction business, leading to the
creation of new business.

One of such examples is our solution named
EmpoweredOffice, which improves total office
productivity by combining ICT with office design,
supplies and other facilities.

| will explain this in detail shortly.
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Point 4: Spirit towards Improvement and Reform “Kaizen”

I Profitability inprovement by applying “Kaizen” spirit to whole
company including sales person, SEs and administrative Staff

Introducing and practicing the concept of GI’OSS Margin
| Toyota Motor’ s production innovation |

Reform done by the management

- Organization / Structure

- Human resource development /
Awareness raising

Process improvement
ompanywide standardization

Efficiency improved by
project management

N

On the increase for the
eight consecutive years

yoeoidde umop-do} e uj Wiojey
yoeoidde dn-woy0q e uj justaAoidw]

Improvement in on-site work 10.9%
innovations
FY FY13/3
B 05/3
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All employees conduct exhaustive “Kaizen”

activities in all areas from the construction work to
sales activities and administrative staffs, and this

awareness has become part of our DNA.

This spirit has fruited in eight consecutive years of

Improvement in profitability.
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Position in the ICT Service Industry

I Holding a top-class position in networking in Japan

®Competitors engage mainly in product sales and software
and systems development.

(Billions of Yen)

ot Yoy Samore g%

1|NTT data 1,301.9 4.1% 109.0
2|Canon Marketing Japan 681.2 7.7% -
3|0TSUKA 515.8 7.9% 79.9
4|NRI 363.9 8.4% -
5/IT Holdings 337.8 3.2% 23.0
6(CTC 3225 8.3% 106.0
7|SCSK 278.6 39.1% 49.1
8|Nihon Unisys 269.2 5.5% -

15.1%

10|NEC Fielding 185.9 1.3% 41.2
11|NS Solutions 172.0 6.4% 12.7
12|Transcosmos 166.3 3.2% -
13 |Net One Systems 154.9 -1.7% 132.9

3 Source : The Company based on “Study of New Business Strategies by SI/NI Vendors of Japan 2013" from Fuji Chimera Research Institute
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By demonstrating the features and strengths
explained so far, NESIC holds the position of a
top-class systems integrator in networking in
Japan’s ICT services industry.

12



10 Years Record (1/2)

Sales

FY04/3

Back onto a growth track

a decade ago
5.4%
/\/260 Nl
235.

FY14/3
(Forecast)

(Billions of Yen)

Operating Income

Three times the scale

4.4
(2.3%)

FY04/3 FY14/3
(Forecast)
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Next, | explain our financial performance.

For past 10 years, we have been improved our

profitability.

On the other hand, top-line growth has stagnated,

we are now just returned to a growth track.

13



10 Years Record (2/2)

IFinancial strength for growth!

(Billions of Yen)
FCF 7.6

58 63
18 20 qg 48
25
" gans payakie fram cash and cash equvalents 24.5 262 27.9
19.3

g7 15

3.9 11 341
14

FY14/3
FY04/3 FYO5/3 FY06/3 FY07/3 FY08/3 FY09/3 FY10/3 FY11/3 FY12/3 [QAKEVEN Bl

B8
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Through increased profitability, we have built solid
financial strength and we are ready to use it for
growth.



Il. Gear for Growth !
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Next, | will explain how we gear for growth.
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Business Opportunities Summary

Enterprises |

| Matured domestic market & globalization
—Needs to further efficiency & office innovation by ICT+a.

Telecom Carriers

I Network traffic jam by “smart-phones” penetration
—Investment to enforce network
—Procuring from global vendors.

\ Governments
I Needs for the disaster prevention (DP) after “3.11”
| Preparation for the Olympic 2020 in Tokyo
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First, our business opportunities,

Enterprise segment is matured in domestic market
and in the middle of globalization.

They need pursue further efficiency and cost cuts
by office innovation by ICT and other elements
such as office design.

Telecom carriers need to enforce network and
costs efficiency corresponding to traffic increase.

Procurement from global vendors is one of ways
for cost reduction.

Last, regarding governments need for the disaster
prevention.

we also expect demands for infrastructure
enhancement toward Olympic 2020 in Tokyo.

16



Direction for Business Towards Growth
New business / Making efforts existing business —E—l’%%‘:ﬁ:gg

High| / ‘ ! T . busmess
Dloitalzeg{ | 7 '°“ 3 Technical Outsourcing
to serw e Cont@nt
Enhancing £\ ’ ! =‘
Mexpanding 1/\r N
- I__I | NESIC' s main service platforms

Existing business

pooL
Further cultivation '

ajel YMolb Jayle

*nTOC: Network total operation center
-pDOC:Parts delivery operation center

Flow

v
Business mode
(€) NEC Networks & System Integration Corporation 2014 Empowered by Innovation N EC

This chart shows key growth areas.

First, for the infrastructure business, we will focus
on areas with medium-term growth potential, such
as the digitalization of fire-fighting systems and
LTE.

In addition, we believe that we must expand new
service businesses with an eye to the future.

Enforcing our service platforms we will expand
new ICT services integrating with BPO services
not only for companies but also for telecom
carriers and governments.

* Base transceiver station (BTS)
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1- Infrastructure : Fire-fighting (FF) network

| Digitalization

@A directives/communications system to quickly deploy
appropriate resources corresponding to fire/emergency call.

@|nvestments are increasing sharply with the end of analogue
fire and emergency radio in 2016.

Investment scale (FF systems) Sales
<Total size: ¥350 billion> (FF and DP community wireless)

(Billions of Yen)

FY12/3 FY13/3 FY14/3
10 1 12 13 14 15 (FY) (Forecast)

*Company estimated (based on delivery timing)

(€) NEC Networks & System Integration Corporation 2014 Empowered by Innovation N E‘
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First, Infrastructure business.

In the fire-fighting network business we have big
market.

It is @ comprehensive network system to rapidly
and appropriately arrange ambulance crews or
firefighters and related vehicles for the site
responding to fire or emergency calls.

Investment in this network has accelerated
because of the end of analogue and demand to
Integrate fire headquarters to expand the service
area preparing wide-area disaster.

Actual fire-fighting system related sales for the
current year will further increase from the previous
year as a result of the active market and our
strong offering.

18



2- “EmpoweredOffice”

EmpoweredOffice Sales

" ; 59
| Office innovation concept 53

+27%

e®Proposal of innovated Working-style oM

FY13/3 FY14/3
(Forecast)

*ICT + Facility management(FM) + Consultation

-To improve productivity, cost-efficiency,
environmental responsiveness

| “Empower” ] “Economy” “Ecology” \

«Expanding to local & public markets

®From Sl to providing services

*Cloud and BPO services

photo : Tomoyuki Kawabata
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Next, “EmpoweredOffice”.

White workers productivity is a critical issue for Japanese
senior management to survive in matured market condition.

To enhance office productivity, we combine the strength of
ICT and our facilities managements.

And we provide the following 3E solutions to enhance the
corporate value of our customers: Empowering creativity of
each worker, and realizing an Economical and Ecological
work style.

We have implemented the solution for ourselves.

That was effective in reducing floor space by 40%, and the
power consumption by half, as well as in speeding up
management and information sharing, among other benefits.

We have invited customers, especially senior management, to
discover the effectiveness for themselves by watching around
our offices. As a result, the EmpoweredOffice brand has
gradually been penetrating to our customers.

We are now trying to expand this solution to local companies
and local governments.

19



3- Technical Outsourcing

Technical Outsourcing

Sales

J Services for Overseas Vendors 27 35
Support customers without domestic service
network or Sl resources, by NESIC’s advanced T
technical services/platforms {Forecasy
| Other Sler, etc.
Service areas Field Sl areas

onfiguration

= E ’ Acceptance] i Inspection "
RE— = outsourcing

4 Product #Exterior

acceptance inspection

#Storage 4 Number
- haok.
= heck

Shipping }»} Building/SlI

v
Electricity tekt | #Arrange Local
Set up deliveries N —

onfiguration adiustment
S - Technical
- support
Support services V
Operation, monitoring/help desk/support receive controls yp
A Customer
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Technical outsourcing is a gear for growth of Carrier
Network business.

We have accumulated world-class technologies as a
member of the NEC Group.

In other words, through the experience for years, we
have already established a quality service system and
service infrastructure to meet telecom carriers’
demand.

By using these platform, we are focusing our efforts on
providing total services for global vendors.

These services include product acceptance
Inspections, equipment adjustments/customization, and
support service after installation.

These services help carriers to achieve efficient total
cost of ownership (TCO)..

20



4- Qverseas Business

Overseas Sales
I Expanding infrastructure business . 125
®Acquired 3G network projects e
for AlIS, a major Thai carrier . e
(Forecast)

-Optical cable installation for 3G
xTotal length: 26,000km
(including future plan)

-Orders in 1Q-3Q : ¥3.3 hillion

Targeting growth in orders by penetrating S oagd e
areas where competitors have a presence -

®Actively acquiring ODA projects

-Acquired airport/aviation security infrastructure
in Myanmar with other Japanese companies

(€) NEGC Networks & System Integration Corporation 2014 Empowered by Innovation N E‘
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In addition, we will expand overseas business.

We recently acquired a 3G network-related optical
cable installation project for AlS, a leading Thai carrier.

Orders received in this first three quarters were around
¥3.3 billion.

As this is a project where the total cable length will
ultimately reach 26,000km, we are targeting further
growth in orders including penetrating areas where
competitors have a presence.

In addition to AlS, we have another good customer,
ALAMCO in Saudi Arabia for oil plant networks, and
Japanese ODA related business is another growth
opportunity.

21



Direction for Business Towards Growth

New business / Making efforts existing business —EXpansion
| of service
' business

High

] i
BTS buz from
ex-NEC Mobiling

NESIC’s main service platforms

pusiness IEC pDoC

Further cultivation P e T
’[(..n I E’ff! % "?

*nTOC: Network total operation center
-pDOC : Parts delivery operation center

Business model

(€©) NEC Networks & System Integration Corparation 2014 Empowered by Innovation N E‘

ajel YMolb Jayle

We have also been promoting an M&A strategy using
its strong financing base to accelerate medium- and
long-term growth.

Recently, we have executed three M&A deals for the

purpose of strengthening our priority areas, as shown
in the figure.

| would like to introduce QAC Corporation to you as
one example.

22



M&A Strategy Accelerates Growth
| Q&A Corporation

PC 1/w-s/w

..... OAC' S advantage ....................................................................

QAC provides a one-stop service that
i offers all kind of support including phone, remote and :
i visiting support irrespective of vendors and scope of support to
:prevent any customer from being transferred from section to section.

The customer operates in accordance wit e -
the operator’ s guidance on the phone. CARLLIECURICTIVAEIE]ES

Operator

The operator performs remote operation
of the customel’ s computer.

5. On-site Support
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Q&A Corporation is a contact center operator, but
Its main feature is that it can offer all kinds of
technical support, from responding to technical
Inquiries to consumers concerning ICT for
products, broadband environments, etc. to onsite
support through home visits.



M&A Strategy Accelerates Growth

I New services utilizing the technical support capability of QAC

*New services combined with ICT solution of NESIC
(B2B => B2B2C)

<Services Image>
Community communication system
for local governments NE SlC

q ':i‘ g ngaerat.on}] System integration and provision of
’ _ g I‘iil . of system contents

terminals and application
) Network of telecom
/\J‘ - carries (Local intranet QAC group .
- s ———— Response to questions (e.g., how to

[OC | L)
b 2 > % @ use the terminals) and repair and
Shops [ E-ciuia on-site services for citizens
Elderly lesuients . E
safety monitoring
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NESIC provides BtoB, ICT business in relation to a

wide range of customer groups, as explained eatrlier.

Meanwhile, QAC’s excels in BtoBtoC and BtoC
support services for ICT-related products, as
mentioned just now.

Through its alliance with QAC, we are now able to
provide not only its previous ICT systems and
services but also new all-in-one services including
meticulous technical support services to its
customers’ users.

We will also be able to achieve considerable
Improvement in efficiency through integration and
sharing of the contact center infrastructure of both
companies.

24



Results of Current FY ( 9 Months ) for Growth
I Double-digit growth in orders and sales
across all major segments
S Orders received Sales
+15% +14%
204.6 181.9
177.2 ' 159.9 11.0
154.1 - 140.1 11.0
79.1
Others 8.1 - Others 8.6 rog +20% 59.4
Social Infra. S Social Infra. 41.4
6.3 +129% 43.7
Carrier NW 35.7 40.3 +15% Carrier NW  33.6
Enterpnses i‘ { }ziﬂw }81 E“tefpf'ses H H*”’ H
12/3 13/3 14/3 12/3 13/3 14/3
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The charts show that actual results are going quite
well along our growth strategy.

For the current fiscal year, the first three quarters
results exceeded the year-ago levels by double
digit percentage in all segments.



Mid-Term Business Target

| We expect to achieve our mid-term sales target ahead of
schedule, helped by a solid business environment and the
impact of consolidating NEC Magnus Communications.

New target is
(Billions of Yen) under review
260

260
2357 240
Sales 2047
Original Revised * FY16.3
FY12.3 FY13.3 FY14.3 Forecast *Jan.30 Target
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Last May, we have set it the mid-term targets of
net sales of ¥260 billion, operating margin of 6%
and ROE of at least 10%.

We expect to achieve our net sales target ahead
of schedule, helped by a solid business
environment and the impact of M&A.

So we are currently examining a new target and
plans to explain this at the time of the full-year
financial results announcement.

26



Expanding Shareholder Value
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Finally, | will explain our basic idea to expand
shareholders value.

27



Dividends
§ Increasing returns to shareholders by strengthening
earnings power
eWe will continue to invest in future growth as well as offering
stable dividends expansion following earnings growth. 60
Cash dividends
per share of Dividend increase expected for 45
°°“‘"(‘::n)5t°°k the seventh straight fiscal year
o 25 26 28
20
14 14
10 12
FY14/3
FY04/3 Fr13/3 (Forecgst)
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We have gradually increased dividends in step
with our improved profitability, while focusing on
stable dividends.

By balancing returns to shareholders with
Investment, we aim to generate an overall return
that satisfies all shareholders.

Thank you for your attention.

28



Cautionary Statement

Forecasts of results mentioned in this document are future estimates and
are thus inclusive of risks and uncertain factors since they are not based on
definite facts. Please be aware that a variety of factors could cause actual
results to differ significantly from those projected. The major factors
affecting actual results include the economic climate and social trends
surrounding the business of this Company’ s group, consumer trends vis-a-
vis systems and services provided by this Company’ s group, as well as
pressure to lower prices and ability to cope with the market in response to
intensified competition.

Factors affecting results are not limited to the ones mentioned above.

E = Page 29 (©) NEC Networks & System Integration Corporation 2014 Empowered by Innovation N E‘

29



NEC

NEC Networks & System Integration Corporation

http://www.nesic.co.jp/english/ir
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Innovation NEC
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