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Notice Regarding Conclusion of a Share Exchange Agreement (Simplified Share Exchange) to Make
KITA KOUDENSHA Corporation a Wholly Owned Subsidiary of Mitsubishi Electric Corporation

It is hereby announced that Mitsubishi Electric Corporation (“Mitsubishi Electric”) and KITA KOUDENSHA
Corporation (“KITA KOUDENSHA”; collectively the “Companies™), an equity method affiliate of Mitsubishi Electric,
have resolved at the Executive Officers’ Meeting of Mitsubishi Electric and the Board of Directors’ meeting of KITA
KOUDENSHA held today respectively to conduct a share exchange (the “Share Exchange”) wherein Mitsubishi Electric
is the wholly owning parent company resulting from the share exchange and KITA KOUDENSHA is the wholly owned
subsidiary resulting from the share exchange, and today, the Companies concluded a share exchange agreement (the “Share
Exchange Agreement”).

The Share Exchange is scheduled to be conducted with an effective date of April 15, 2024, without obtaining approval at
the General Meeting of Shareholders of Mitsubishi Electric in accordance with the simplified share exchange procedure
pursuant to the provision of Article 796(2) of the Companies Act, and subject to obtaining approval of the Share Exchange
Agreement by a special resolution at the Extraordinary General Meeting of Shareholders of KITA KOUDENSHA
scheduled to be held on March 4, 2024.



In addition, prior to the effective date of the Share Exchange (scheduled for April 15, 2024), the KITA KOUDENSHA’s

common stock (the “KITA KOUDENSHA Stock”) will be delisted from the Securities Membership Corporation Sapporo
Securities Exchange (the “SSE”) as of April 11,2024 (the last trading day will be April 10, 2024).
In the event the Share Exchange takes effect, Mitsubishi Electric will become the only shareholder of KITAKOUDENSHA,
and the need for a record date system for KITA KOUDENSHA'’s Ordinary General Meeting of Shareholders will be lost.
For this reason, KITA KOUDENSHA resolved at the Board of Directors’ meeting held today to submit a proposal to the
Extraordinary General Meeting of Shareholders scheduled to be held on March 4, 2024, to amend the Articles of
Incorporation so that the provision concerning the record date for exercising the voting rights be deleted, subject to the Share
Exchange Agreement still being in effect. For further details, please refer to ‘“Notice Regarding Abolition of the Provisions
Regarding Number of Shares Constituting One Unit and Partial Amendment of Articles of Incorporation” published today
by KITA KOUDENSHA.

1. Purpose and Background of the Share Exchange
Mitsubishi Electric, in addition to its management policy that balances “growth,” “profitability and efficiency,” and
“soundness,” positions its contribution to the realization of sustainability as the cornerstone of its management, based
on its findamental principle to “provide solutions to social challenges through its businesses.” In addition, Mitsubishi
Electric is transforming into a “Circular Digital-Engineering Company” that provides solutions centralized on enhanced
component systems and data through integration and co-creation of knowledge within and outside the Mitsubishi
Electric corporate group (the “Mitsubishi Electric Group”), thereby contributing to solving diversifying social issues.

On the other hand, KITA KOUDENSHA has been engaged in activities to establish social infrastructure, industrial
infrastructure, and comfortable office and living spaces mainly in Hokkaido, Japan, for more than 100 years since its
foundation in 1910, with the purpose to contribute to the local community through electrical equipment work. KITA
KOUDENSHA engages in business activities mainly including electrical equipment work and purchases and sales of
FA Residential Environment Equipment and Industrial Equipment.

The relationship between Mitsubishi Electric and KITA KOUDENSHA started with Mitsubishi Electric’s capital
investment in KITA KOUDENSHA in 1955, and in 1972, KITA KOUDENSHA transferred its Home Appliance Sales
Unit of the Trading Division to Sapporo Mitsubishi Electric Product Sales Corporation. Currently, KITA
KOUDENSHA receives orders for parts of electrical equipment work at facilities in the heavy electric-related business
which Mitsubishi Electric focuses on, such as water treatment facilities and power generation plants and substations,
and also purchases and sells FA Residential Environment Equipment and Industrial Equipment manufactured by
Mitsubishi Electric.

The business environment surrounding KITA KOUDENSHA has changed drastically over the past few years. In
recent years, the business environment in Hokkaido, Japan, where KITA KOUDENSHA engages in business, has been
more severe and uncertain within and without, such as the rising energy prices due to the Russia-Ukraine conflict and
the sharp depreciation of the yen, chronic labor shortages, and increasing construction costs due to soaring construction
materials prices.

In addition, as a result of contractual default following the bankruptcy of a small wind turbine manufacturer’s
subsidiary for sales to Japan, which KITA KOUDENSHA had a sales agent agreement with, and due to the occurrence
of a blade falling accident caused by a manufacturing defect, KITA KOUDENSHA judged that it would be difficult to
ensure the quality and safety of the product, and decided to discontinue the import and sales of the products which led
KITA KOUDENSHA to compensate the power generation companies and incur expenses related to the withdrawal
from the small wind turbine business (the “Withdrawal From the Small Wind Turbine Business™).
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Furthermore, a suspicion of inappropriate accounting treatment for solar power plant construction work and some
other projects (the “Inappropriate Accounting Treatment for Solar Power Projects”) arose, and as a result of the
establishment and investigation of the special investigation committee, it was decided to make some corrections to the
securities reports and the like for the fiscal year ended March 31,2021 and earlier. KITA KOUDENSHA takes seriously
the cause analysis and recommendations made by the special investigation committee in its investigation report, and
upon repeatedly considering measures to prevent recurrence of such incident, KITA KOUDENSHA decided on the
measures to prevent the recurrence of the incident at the Board of Directors” meeting and launched the implementation
of such measures. Despite such effort, owing to the significant increase in the construction costs for part of the solar
power plant construction work, KITA KOUDENSHA recorded an operating loss of 2,741.628 million yen, an ordinary
loss 0f2,588.925 million yen, and a net loss 0f 2,787.443 million yen, and the balance of loans increased to 3,700 million
yen in the fiscal year ended March 31, 2022, which has been giving significant impact on KITAKOUDENSHA’s fund
management plan.

Amid such a rapidly worsening financial situation, KITA KOUDENSHA, with the intent to rebuilding its
management, has been developing measures to prevent recurrence of the Inappropriate Accounting Treatment for Solar
Power Projects and formulating a medium- to long-term management plan. However, KITA KOUDENSHA recorded
net assets of 47.027 million yen as at the end of the third quarter of the fiscal year ended March 31, 2022 (net assets as
at the end of the fiscal year ended March 31, 2021 was 3,109.903 million yen) due to the recording of losses related to
the Inappropriate Accounting Treatment for Solar Power Projects. Thus, in addition to the pressing issue of enhancing
capital, since there is a significant uncertainty regarding the going concern assumption due to the lack of prospect in
restoring a sound financial position, KITA KOUDENSHA reached the conclusion that it is difficult to rebuild on its
own. Accordingly, KITA KOUDENSHA came to believe that in order to enhance its corporate value over the medium-
to long-term, it is necessary to first recover a sound financial position. Hence, on March 4, 2022, KITA KOUDENSHA
requested that Mitsubishi Electric consider making KITA KOUDENSHA its wholly owned subsidiary and also
additionally investing in KITA KOUDENSHA.

Under such circumstances, based on the history that KITA KOUDENSHA had been stably recording revenues and
profits grounded on a steady business management policy rooted in the region until the fiscal year ended March 31,
2020, when large losses were incurred due to the Withdrawal From the Small Wind Turbine Business as well as the
solar power plant construction work and some other projects, Mitsubishi Electric had been recognizing the necessity of
KITA KOUDENSHA developing a sound financial base and a robust corporate governance system in order to expand
the business by returning to solid business operations, targeting among others, the future redevelopment of Sapporo
City’s central area, the extension of the Hokkaido Shinkansen (the Series H5 Bullet Train) to Sapporo, and the
Hokkaido-Honshu HVDC link and equipment (the underground cable installation within the Seikan Tunnel). As such,
in response to the request from KITA KOUDENSHA, Mitsubishi Electric started to consider various options for
supporting KITA KOUDENSHA, mainly on the Share Exchange.

However, in early December 2022, Mitsubishi Electric received a report from KITA KOUDENSHA that additional
loss has occurred in relation to the Takayama Solar Hills Solar Power Plant construction work (the “Takayama Project”)
resulting from significant delays in civil engineering work and the increase in civil engineering costs due to the
unseasonable weather caused by long rainfall and measures to deal with soft ground and underground obstacles such as
and rocks and stones, and that it was unclear how much such loss would expand. As a result, Mitsubishi Electric decided
that it is difficult to proceed with the Share Exchange without the amount of loss from the Takayama Project being
determined, and had to suspend the considerations on the Share Exchange. Eventually, on January 25, 2023, Mitsubishi
Electric notified KITA KOUDENSHA of the discontinuation of the considerations on the Share Exchange and other
supporting measures.



Subsequently, as announced by KITA KOUDENSHA on May 10, 2023 in the ‘“Notice Concerning the Record of
Extraordinary Loss,” KITA KOUDENSHA received a claim for delay penalty that exceeded KITA KOUDENSHA’s
assumptions during the discussions with the project owner and the promoter regarding the civil engineering delay in the
Takayama Project, and consequently, KITA KOUDENSHA recorded 1,071.958 million yen as such delay penalty and
a total extraordinary loss of 1,106.976 million yen in its fiscal year ended March 31,2023.

Owing partly to the occurrence of such extraordinary loss, KITA KOUDENSHA recorded an operating loss of
2,059.254 million yen, an ordinary loss of 2,064.358 million yen, and a net loss of 2,880.902 million yen, resulting in
an insolvency of 2,638.814 million yen for the fiscal year ended March 31, 2023. As a result, KITA KOUDENSHA
received notification from the SSE of a stock in the grace period commencing on April 1, 2023 and ending on March
31, 2024 pertaining to delisting on and effective as of June 29, 2023, pursuant to the provision of Article 2(1)(v) of the
Stock Delisting Criteria.

On July 18, 2023, Mitsubishi Electric received a written report from KITA KOUDENSHA informing that the
delivery to the promoter of the Takayama Project has been completed as of June 30, 2023 and that the closing of the
project is now in sight, and that KITA KOUDENSHA requests (the “Reconstruction Support Request”) that the plan to
support its reconstruction be reconsidered including the plan to making KITA KOUDENSHA a wholly owned
subsidiary of Mitsubishi Electric and also additionally investing in KITA KOUDENSHA, which was suspended due to
the reason that the effect of the Takayama Project on the corporate valuation cannot be foreseen.

In this regard, if the Share Exchange is not carried out, in light of the fact that KITA KOUDENSHA has recorded
operating loss, ordinary loss and net loss for the past three consecutive fiscal years up to the fiscal year ended March 31,
2023, it is realistic to assume that KITA KOUDENSHA will also be insolvent in the fiscal year ending March 31,2024
and become delisted. In the event that KITA KOUDENSHA is delisted, KITA KOUDENSHA’s shareholders will not
be able to trade their shares on the stock exchange, and there is a possibility that KITA KOUDENSHA s shareholders
may suffer the disadvantage of their KITA KOUDENSHA Stock becoming virtually difficult to be traded. Furthermore,
as it will be difficult for KITA KOUDENSHA to repay and refinance, as agreed, its loans which will mature in April
2024 given KITA KOUDENSHA's financial situation without the Share Exchange, if the Share Exchange is not
carried out, it can be concretely envisioned that KITA KOUDENSHA s cash flow will be disrupted and it will become
bankrupt.

At the same time, however, despite KITA KOUDENSHA s efforts to resolve the insolvency on its own as stated in
the “Notice Concerning the Plans for the Resolution of Insolvency” published on June 30, 2023,it has not managed to
promptly and radically improve its business conditions through such efforts, and it will be difficult for it to maintain its
market listing and continue business on its own without carrying out the Share Exchange.

In order to explore measures advantageous for minority shareholders than the Share Exchange, parallel to the Share
Exchange negotiations with Mitsubishi Electric, KITA KOUDENSHA sounded out eight prominent revitalization-
type investment funds (the “‘Market Check”), but the terms proposed were less favorable terms for minority shareholders
than the Share Exchange proposed by Mitsubishi Electric. As a result, KITA KOUDENSHA concluded that it is
difficult to find a candidate that could offer measures more advantageous for minority shareholders than the Share
Exchange.

Based on the above, KITA KOUDENSHA believes the Share Exchange is the sole measure that avoids
disadvantages of delisting and subsequent bankruptcy for stakeholders of KITA KOUDENSHA such as shareholders,
clients and trading banks.

In light of this situation, Mitsubishi Electric has been considering various options to support KITA KOUDENSHA
in response to the Reconstruction Support Request mentioned above from KITA KOUDENSHA.

If KITA KOUDENSHA continued to be insolvent, were to be delisted with its current shareholder composition, and
further went bankrupt, its business and corporate values would be impaired, and Mitsubishi Electric will suffer, among
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other things, damage to the value of KITA KOUDENSHA's shares held by Mitsubishi Electric and loss in transactions,
and there will be significant impact on the stakeholders of Mitsubishi Electric and KITA KOUDENSHA. Thus,
Mitsubishi Electric decided that there is a need to avoid such situation.

Based on the above considerations, Mitsubishi Electric reached a conclusion that, making KITA KOUDENSHA a
wholly owned subsidiary of Mitsubishi Electric through the Share Exchange and then considering all options that
contribute to the maintenance and enhancement of the corporate value of both KITA KOUDENSHA and Mitsubishi
Electric while Mitsubishi Electric provides financial support to KITA KOUDENSHA, will allow KITA
KOUDENSHAs business to continue in the future and it is the optimum measure to contribute to the maintenance and
enhancement of the corporate value of both Mitsubishi Electric and KITA KOUDENSHA, and has decided to conduct
the Share Exchange.

Furthermore, as it is difficult for KITA KOUDENSHA to maintain its listing and continue business on its own due
to the realistic assumption that it will become delisted and bankrupt if the Share Exchange is not carried out, and as the
result of the Market Check shows that there is no potential candidate who could propose more favorable terms for
minority shareholders, KITA KOUDENSHA came to conclude that the Share Exchange that Mitsubishi Electric
proposes is the sole measure wherein KITA KOUDENSHA can benefit from maintaining credibility from the
stakeholders while avoiding the disadvantage from KITA KOUDENSHA becoming delisted and bankrupt, and it is the
optimum measure from the perspective of business continuity and maintenance and enhancement of KITA
KOUDENSHA’s corporate value.

. Outline of the Share Exchange

(1) Schedule of the Share Exchange
Date of decision of the Executive Officers’ Meeting regarding the ~ Tuesday, January 9, 2024 (today)
Share Exchange Agreement (Mitsubishi Electric)
Date of resolution of the Board of Directors’ meeting regarding Tuesday, January 9, 2024 (today)
the conclusion of the Share Exchange Agreement (KITA
KOUDENSHA)
Date of conclusion of the Share Exchange Agreement (Mitsubishi ~ Tuesday, January 9, 2024 (today)
Electric and KITA KOUDENSHA)
Date of publication of the record date of the Extraordinary General =~ Tuesday, January 9, 2024 (today)
Meeting of Shareholders (KITA KOUDENSHA)
Record date of the Extraordinary General Meeting of Wednesday, January 24, 2024 (scheduled)
Shareholders (KITAKOUDENSHA)
Date of the Extraordinary General Meeting of Shareholders to Monday, March 4,2024 (scheduled)
approve of the Share Exchange Agreement (KITA

KOUDENSHA)
Last trading day (KITA KOUDENSHA) Wednesday, April 10, 2024 (scheduled)
Date of delisting (KITA KOUDENSHA) Thursday, April 11, 2024 (scheduled)

Scheduled date of the Share Exchange (effective date) (Mitsubishi  Monday, April 15, 2024 (scheduled)
Electric and KITA KOUDENSHA)

(Note 1) Mitsubishi Electric plans to carry out the Share Exchange without obtaining approval by the resolution of
the General Meeting of Shareholders in accordance with the simplified share exchange procedure pursuant
to the provision of Article 796(2) of the Companies Act.

(Note 2) The above schedule is subject to change due to necessities in proceeding with the Share Exchange or other
reasons, or by agreement between the Companies.

(2) Method of the Share Exchange
In the Share Exchange, Mitsubishi Electric will become the wholly owning parent company resulting from the
share exchange and KITA KOUDENSHA will become the wholly owned subsidiary resulting from the share
exchange. For Mitsubishi Electric, the Share Exchange will be conducted without obtaining approval by the
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resolution of the General Meeting of Shareholders in accordance with the simplified share exchange procedure
pursuant to the provision of Article 796(2) of the Companies Act. With respect to KITAKOUDENSHA, the Share
Exchange will be conducted upon obtaining approval for the Share Exchange Agreement by the resolution of the
Extraordinary General Meeting of Shareholders scheduled to be held on March 4, 2024.

(3) Details of the Allotment Pertaining to the Share Exchange

Mitsubishi Electric KITA KOUDENSHA
Company name (Wholly owning parent company (Wholly owned subsidiary
resulting from the share exchange) resulting from the share exchange)
Allotment ratio of shares pertaining to | 0.260
the Share Exchange )
?ehsllrﬂntb(ftf &)isgﬁr;;z tg}zi:z]glzemd aa Common stock of Mitsubishi Electric: 118,834 shares (planned)

(Note 1)  Allotment ratio of shares

0.260 shares of Mitsubishi Electric common stock (the “Mitsubishi Electric Stock’) shall be allotted and
delivered for each KITA KOUDENSHA Stock. Provided, however, that no shares will be allotted through
the Share Exchange for KITA KOUDENSHA Stock held by Mitsubishi Electric (173,600 shares as of
today). The aforementioned share exchange ratio is subject to change upon consultation and agreement
between the Companies in the event of any material change in the terms and conditions on which the
calculation is based.

(Note2) Number of Mitsubishi Electric Stock to be delivered as a result of the Share Exchange

Mitsubishi Electric shall deliver the number of Mitsubishi Electric Stock calculated based on the
allotment ratio (the ““Share Exchange Ratio™) applicable to the shares pertaining to the Share Exchange that
will be used in the Share Exchange as described in 2. (3) “Details of the Allotment Pertaining to the Share
Exchange” above to the shareholders of KITA KOUDENSHA (excluding Mitsubishi Electric) at the time
(the “Standard Time”) immediately prior to the time when Mitsubishi Electric acquires all KITA
KOUDENSHA Stock (excluding KITA KOUDENSHA Stock held by Mitsubishi Electric) through the
Share Exchange in exchange of the KITA KOUDENSHA Stock they hold. Furthermore, pursuant to the
resolution of the Board of Directors’ meeting of KITA KOUDENSHA to be held no later than the day prior
to the effective date of the Share Exchange, KITA KOUDENSHA plans to cancel all of the treasury shares
it holds and the treasury shares it will hold up to the Standard Time (including the treasury shares to be
acquired through the purchase of shares pertaining to the dissenting shareholders’ appraisal rights as
provided in Article 785(1) of the Companies Act to be exercised in connection with the Share Exchange) as
of the Standard Time. The number of shares to be delivered by Mitsubishi Electric as a result of the Share
Exchange is subject to change in the future due to the acquisition and cancellation of KITAKOUDENSHA’s
treasury shares.

The Mitsubishi Electric Stock to be delivered through the Share Exchange are planned to be allocated
entirely from the treasury shares held by Mitsubishi Electric, and Mitsubishi Electric does not plan to issue
new shares.

(Note 3) Handling of shares less than one unit

Shareholders who will hold shares less than one unit of Mitsubishi Electric as a result of the Share
Exchange may use the following systems applicable to Mitsubishi Electric Stock. Shares less than one unit
cannot be sold on the financial instruments exchange market.

(D System requiring additional purchase for shares less than one unit (additional purchase to constitute 100
shares)

Pursuant to the provision of Article 194(1) of the Companies Act, shareholders who hold shares less

than one unit of Mitsubishi Electric may purchase from Mitsubishi Electric additional number of shares

that constitute one share unit together with the number of shares they already hold.
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(@ System requesting purchase of shares less than one unit (sale of shares less than one unit)

Pursuant to the provision of Article 192(1) of the Companies Act, shareholders who hold shares less
than one unit of Mitsubishi Electric may request Mitsubishi Electric to purchase the shares less than one
unit that they hold.

(Note4) Handling of fractional share
Pursuant to the provision of Article 234 of the Companies Act and other related laws and regulations, the
shareholders of KITA KOUDENSHA who will receive an allotment of fractional share of Mitsubishi
Electric Stock through the Share Exchange shall be entitled to sell the number of Mitsubishi Electric Stock
equivalent to the total number of such fraction (any fraction of less than one share in the total number shall
be rounded down), and Mitsubishi Electric shall pay the proceeds of the sale to such shareholders in
proportion to the fraction of the share.

(4) Handling of Stock Acquisition Rights and Bonds with Stock Acquisition Rights Associated with the Share Exchange
KITA KOUDENSHA, which will become a wholly owned subsidiary through the Share Exchange, has not
issued any stock acquisition rights or bonds with stock acquisition rights, so this item is not applicable.

3. Basis for the Details of Allotment Pertaining to the Share Exchange
(1) Basis and Reasons for the Details of the Allotment

In order to ensure fairness and appropriateness in calculating the Share Exchange Ratio, Mitsubishi Electric and
KITA KOUDENSHA have separately requested third-party valuation institutions independent of the Companies to
calculate the Share Exchange Ratio. Mitsubishi Electric appointed Daiwa Securities Co. Ltd. (“Daiwa Securities™)
around late September 2022 and KITA KOUDENSHA appointed AGS Consulting Co., Ltd. (“AGS”) around mid-
November 2022 as its financial advisor and third-party valuation institution, respectively. Further, KITA
KOUDENSHA selected Plutus Consulting Co., Ltd. (“Plutus”) as an additional third-party valuation institution
around mid-December 2023 as nominated by the Special Committee (defined below).

As described in 3. (4) “Measures to Ensure Faimess” below, as a result of extensive negotiations and discussions
between the Companies, based on the share exchange ratio valuation report received as of January 5, 2024 and
financial advice from Daiwa Securities, which is Mitsubishi Electric’s financial advisor and third-party valuation
institution, as well as advice from Mori Hamada & Matsumoto, which is Mitsubishi Electric’s legal advisor, and the
results of due diligence conducted by Mitsubishi Electric on KITA KOUDENSHA, and upon comprehensively
considering factors including the financial conditions, asset conditions, future outlooks of Mitsubishi Electric and
KITAKOUDENSHA, Mitsubishi Electric reached the conclusion that the Share Exchange Ratio is appropriate and
will not harm the interests of the shareholders of Mitsubishi Electric, and thus, Mitsubishi Electric determined that
it is appropriate to carry out the Share Exchange based on the Share Exchange Ratio.

Meanwhile, KITA KOUDENSHA conducted a careful examination and discussion upon taking into account the
share exchange ratio valuation report received from AGS, which is KITA KOUDENSHA's financial advisor and
third-party valuation institution, the share exchange ratio valuation report received from Plutus, an additional third-
party valuation institution, as nominated by the Special Committee, and the written opinion stating that the Share
Exchange Ratio is appropriate or fair from a financial point of view (the “Fairness Opinion”), advice from Hibiya-
Nakata, which is KITAKOUDENSHA’s legal advisor, results of due diligence conducted by KITAKOUDENSHA
on Mitsubishi Electric, and instructions, advice, reports, etc. from a special committee (the “Special Committee”)
consisting of independent members who have no interest in Mitsubishi Electric as described in (2) @ “Outline of
the calculation” below and 3. (4) “Measures to Ensure Faimess” below regarding the Share Exchange Ratio. As a
result, KITA KOUDENSHA has determined it is appropriate to carry out the Share Exchange based on the Share
Exchange Ratio and that it will not harm the interests of the shareholders of KITA KOUDENSHA. Although the
exchange consideration for the Share Exchange is a discount from the recent market value of KITAKOUDENSHA,
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KITA KOUDENSHA determined that the exchange consideration for the Share Exchange is appropriate in light
of, as mentioned above, the difficulty in KITA KOUDENSHA maintaining its listing and continuing business on
its own due to the realistic assumption that it will become delisted and bankrupt if the Share Exchange is not carried
out, and the result of the Market Check showing that there is no potential candidate who could propose more
favorable terms for minority shareholders, as well as the discount rates adopted in similar cases in similar
circumstances.

Accordingly, in accordance with the resolutions of the Executive Officers” Meeting of Mitsubishi Electric and
the Board of Directors’ meeting of KITA KOUDENSHA held today respectively regarding the implementation of
the Share Exchange based on the Share Exchange Ratio, the Companies concluded the Share Exchange Agreement.

Pursuant to the Share Exchange Agreement, the Share Exchange Ratio is subject to change upon consultation
between the Companies in the event of any material change in the terms and conditions on which the calculation is
based.

(2) Matters Concerning Calculation
(D Name of the valuation institution and relationship with the listed company

Daiwa Securities, the third-party valuation institution of Mitsubishi Electric, and AGS and Plutus, the third-
party valuation institution of KITA KOUDENSHA, are both valuation institutions independent of Mitsubishi
Electric and KITA KOUDENSHA. Daiwa Securities and AGS are not related parties of Mitsubishi Electric or
KITA KOUDENSHA, and do not have any significant interest in the Share Exchange that should be noted.

In addition, after confirming that there are no independence issues with AGS and Plutus, the Special
Committee approved it as a third-party valuation institution of KITA KOUDENSHA.

The compensation to AGS and Plutus pertaining to the Share Exchange is comprised solely of fixed
compensation to be paid regardless of the success or failure of the Share Exchange, and does not include
contingency fees to be paid upon the condition of successful completion of the Share Exchange.

@ Outline of the calculation

For Mitsubishi Electric, since it is listed on a financial instruments exchange and there exists a market share
price, Daiwa Securities adopted the market share price average method for the calculation (using January 5,
2024 as the base date, which is the calculation base date, the market share price was analyzed based on the
simple average closing price of Mitsubishi Electric Stock on the Prime Market of Tokyo Stock Exchange, Inc.
(the “TSE”) over the last six-months period from July 6, 2023 to the calculation base date, the last three-months
period from October 6, 2023 to the calculation base date, the last one-month period from December 6, 2023 to
the calculation base date, and the closing price as of the base date).

As to KITA KOUDENSHA, since it is listed on a financial instruments exchange and has a market share
price, the market share price average method was adopted (using January 5, 2024 as the base date, which is the
calculation base date, the market share price was analyzed based on the average closing price for the days which
trading volumes were recorded for KITA KOUDENSHA Stock on the SSE over the last six-months period
from July 6, 2023 to the calculation base date, the last three-months period from October 6, 2023 to the
calculation base date, the last one-month period from December 6, 2023 to the calculation base date, and the
closing price as of the base date), as well as the discounted cash flow (the “DCF”’) method in order to reflect the
status of future business activities in the evaluation.

Under the DCF method, the corporate value and share value are assessed by discounting the future cash flows
based on the business plan for the fiscal years ending March 31, 2024 through March 31, 2027, prepared by
KITA KOUDENSHA, to the present value at a certain discount rate. The discount rate ranges from 7.08% to
7.91%. The perpetual growth rate method is used to calculate the going concern value, and the perpetual growth
rate is 0.00% to 0.50%.

The calculation range of the share exchange ratio of KITA KOUDENSHA Stock under the respective
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valuation methods when the share value per share of Mitsubishi Electric Stock is set at one is as follows.

Adopted method Calculation range of the share exchange ratio
Mitsubishi Electric KITA KOUDENSHA
Market share price Market Sh;fﬂligge average 0.644 10 0.682
average method DCF method 0.098 0 0.745

In calculating the above share exchange ratio, Daiwa Securities used materials and information that was
provided from the Companies and information available to the public principally on an as is basis on the
assumption that the entire materials and information used for the analysis and examination are accurate and
complete, and Daiwa Securities has not independently verified, and assume no obligation to do so, the accuracy
or the completeness of such materials and information. Daiwa Securities assumed, among other things, that
there are no facts undisclosed to Daiwa Securities that could have a material impact on the calculation of the
share exchange ratio. Daiwa Securities has not undertaken an independent evaluation, appraisal or assessment
of any of the assets or liabilities (including, but not limited to, financial derivative instruments, off-balance-sheet
assets and liabilities, and other contingent liabilities) of Mitsubishi Electric and KITA KOUDENSHA and their
subsidiaries and affiliated companies, including analysis and evaluation of the individual assets and liabilities,
nor did it make any request to a third party for an evaluation, appraisal or assessment. Daiwa Securities assumed
that the financial forecasts and other forward-looking information provided by the Companies have been
reasonably reviewed, considered or prepared based on the best currently available forecasts and judgments by
the management of KITA KOUDENSHA, and with the consent of KITA KOUDENSHA, Daiwa Securities
has relied on such information without independent verification. Calculations by Daiwa Securities are based on
financial, economic, market and other conditions as of January 5, 2024.

The calculation results of the share exchange ratio submitted by Daiwa Securities do not express an opinion
on the fairness of the share exchange ratio in the Share Exchange.

The business plan of KITAKOUDENSHA, which Daiwa Securities used as the premise for the calculation
using the DCF method, includes a fiscal year in which a significant increase or decrease in profit is expected.
Specifically, increase in profit is expected in the fiscal year ending March 31, 2024 owing to the facts that the
delivery to the promotor of the Takayama Project has been completed, and the cost of revenue due to the
significant increase in civil engineering costs for the Takayama Project that was recorded in the fiscal years
ended March 31, 2022 and 2023 respectively will not be recorded. In addition, excluding the reduction in costs
to maintain listing, the synergy effects expected to be realized by the implementation of the Share Exchange are
not reflected in the financial forecasts used as the basis for the DCF method valuation, because it is difficult to
estimate specifically the impact on eamings at this time. However, as the financial forecasts reflect the impact
of the financial support expected to be realized from the implementation of the Share Exchange, assuming the
continuation of KITA KOUDENSHA's business, it is based on the assumption that the Share Exchange will be
implemented. The financial forecasts that do not assume the implication of the Share Exchange anticipate
difficulties in continuing the business during the planned term, so they are not used as the basis for the DCF
method valuation.

In addition, the business plan of KITA KOUDENSHA, which Daiwa Securities used as the basis for the
calculation using the DCF method, has factored in the tax burden reduction effect from the reduction of capital
and capital reserve with an effective date of March 29, 2024, which is described in 8. “Other Matters” below.

Meanwhile, for Mitsubishi Electric, since it is listed on a financial instruments exchange and there exists a
market share price, AGS adopted the market share price method for the calculation, and for KITA
KOUDENSHA, since it is listed on a financial instruments exchange and there exists a market share price, the
market share price method was adopted, as well as the DCF method in order to reflect the status of future

business activities in the evaluation.
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The calculation range of the share exchange ratio of KITA KOUDENSHA Stock under the respective
valuation methods when the share value per share of Mitsubishi Electric Stock is set at one is as follows.

Adopted method Calculation range of the share exchange ratio
Mitsubishi Electric KITA KOUDENSHA
Market share price Market share price method 0.644 0 0.682
method DCF method 0.000 to 0.529

Under the market share price method, for Mitsubishi Electric, using January 5, 2024 as the calculation base
date, the simple average closing price of Mitsubishi Electric Stock on the Prime Market of TSE over the last
six-months period from July 6, 2023 to the calculation base date, the last three-months period from October 6,
2023 to the calculation base date, the last one-month period from December 6, 2023 to the calculation base date,
and the closing price as of the base date were adopted. For KITA KOUDENSHA, using January 5, 2024 as the
calculation base date, the simple average closing price of KITA KOUDENSHA of SSE over the last six-months
period from July 6, 2023 to the calculation base date, the last three-months period from October 6, 2023 to the
calculation base date, the last one-month period from December 6, 2023 to the calculation base date, and the
closing price as of the base date were adopted.

Under the DCF method, the corporate value and share value are assessed by discounting the future cash flows
based on the business plan for the fiscal years ending March 31, 2024 through March 31, 2027, prepared by
KITA KOUDENSHA, to the present value at a certain discount rate. The discount rate ranges from 5.89 % to
6.89%. The perpetual growth rate method is used to calculate the going concern value, and the perpetual growth
rate is 0%.

In calculating the above share exchange ratio, AGS used materials and information that was provided from
the Companies and information available to the public principally on an as is basis on the assumption that the
entire materials and information used for the analysis and examination are accurate and complete, and AGS has
not independently verified, and assume no obligation to do so, the accuracy or the completeness of such
materials and information. AGS assumed, among other things, that there are no facts undisclosed to AGS that
could have a material impact on the calculation of the share exchange ratio. AGS has not undertaken an
independent evaluation, appraisal or assessment of any of the assets or liabilities (including, but not limited to,
financial derivative instruments, off-balance-sheet assets and liabilities, and other contingent liabilities) of
Mitsubishi Electric and KITA KOUDENSHA and their subsidiaries and affiliated companies, including
analysis and evaluation of the individual assets and liabilities, nor did it make any request to a third party for an
evaluation, appraisal or assessment. AGS assumed that the financial forecasts and other forward-looking
information provided by the Companies have been reasonably reviewed, considered or prepared based on the
best currently available forecasts and judgments by the management of KITA KOUDENSHA, and with the
consent of KITA KOUDENSHA, AGS has relied on such information without independent verification.
Calculations by AGS are based on financial, economic, market and other conditions as of January 5, 2024.

The calculation results of the share exchange ratio submitted by AGS do not express an opinion on the
fairness of the share exchange ratio in the Share Exchange.

The business plan of KITA KOUDENSHA, which AGS used as the premise for the calculation using the
DCF method, includes a fiscal year in which a significant increase or decrease in profit is expected. Specifically,
increase in profit is expected in the fiscal year ending March 31, 2024 owing to the facts that the delivery to the
promotor of the Takayama Project has been completed, and the cost of revenue due to the significant increase
in civil engineering costs for the Takayama Project that was recorded in the fiscal years ended March 31, 2022
and 2023 respectively will not be recorded. In addition, the synergy effects expected to be realized by the
implementation of the Share Exchange are not reflected in the financial forecasts used as the basis for the DCF
method valuation, because, excluding the reduction in costs to maintain listing, it is difficult to estimate
specifically the impact on earnings at this time. However, as the financial forecasts reflect the impact of the
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financial support expected to be realized from the implementation of the Share Exchange, assuming the
continuation of KITA KOUDENSHA's business, it is based on the assumption that the Share Exchange will be
implemented. The financial forecasts that do not assume the implication of the Share Exchange anticipate
difficulties in continuing the business during the planned term, so they are not used as the basis for the DCF
method valuation.

Inaddition, the business plan of KITAKOUDENSHA, which AGS used as the basis for the calculation using
the DCF method, has factored in the tax burden reduction effect from the reduction of capital and capital reserve
with an effective date of March 29, 2024, which is described in 8. ““Other Matters” below.

For Mitsubishi Electric, since it is listed on a financial instruments exchange and there exists a market share
price, Plutus adopted the market share price method for the calculation, whereas for KITA KOUDENSHA,
since it is listed on a financial instruments exchange and there exists a market share price, the market share price
method was adopted, as well as the DCF method in order to reflect the status of future business activities in the
evaluation.

The calculation range of the share exchange ratio of KITA KOUDENSHA Stock under the respective
valuation methods when the share value per share of Mitsubishi Electric Stock is set at one is as follows.

Adopted method Calculation range of the share exchange ratio
Mitsubishi Electric KITA KOUDENSHA
Market share price Market share price method 0.644 to 0.682
method DCF method 0.000 to 0.369

Under the market share price method, for Mitsubishi Electric, using January 5, 2024 as the calculation base
date, the simple average closing price of Mitsubishi Electric Stock on the Prime Market of TSE over the last
six-months period from July 6, 2023 to the calculation base date, the last three-months period from October 6,
2023 to the calculation base date, the last one-month period from December 6, 2023 to the calculation base date,
and the closing price as of the base date were adopted. For KITAKOUDENSHA, using January 5, 2024 as the
calculation base date, the simple average closing price of KITA KOUDENSHA of SSE over the last six-months
period from July 6, 2023 to the calculation base date, the last three-months period from October 6, 2023 to the
calculation base date, the last one-month period from December 6, 2023 to the calculation base date, and the
closing price as of the base date were adopted.

Under the DCF method, the corporate value and share value are assessed by discounting the future cash flows
based on the business plan for the fiscal years ending March 31, 2024 through March 31, 2027, prepared by
KITA KOUDENSHA, to the present value at a certain discount rate. The discount rate ranges from 6.033% to
7.704%. The perpetual growth rate method is used to calculate the going concern value, and the perpetual
growth rate is 0%.

The business plan of KITA KOUDENSHA, which Plutus used as the premise for the calculation using the
DCF method, includes a fiscal year in which a significant increase or decrease in profit is expected. Specifically,
increase in profit is expected in the fiscal year ending March 31, 2024 owing to the facts that the delivery to the
promotor of the Takayama Project has been completed, and the cost of revenue due to the significant increase
in civil engineering costs for the Takayama Project that was recorded in the fiscal years ending March 31, 2022
and 2023 respectively will not be recorded. In addition, the synergy effects expected to be realized by the
implementation of the Share Exchange are not reflected in the financial forecasts used as the basis for the DCF
method valuation, because, excluding the reduction in costs to maintain listing, it is difficult to estimate
specifically the impact on earnings at this time. However, as the financial forecasts reflect the impact of the
financial support expected to be realized from the implementation of the Share Exchange, assuming the
continuation of KITA KOUDENSHA's business, it is based on the assumption that the Share Exchange will be
implemented. The financial forecasts that do not assume the implication of the Share Exchange anticipate
difficulties in continuing the business during the planned term, so they are not used as the basis for the DCF
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method valuation.

In addition, the business plan of KITA KOUDENSHA, which Plutus used as the basis for the calculation
using the DCF method, has factored in the tax burden reduction effect from the reduction of capital and capital
reserve with an effective date of March 29, 2024, which is described in 8. “Other Matters” below.

KITA KOUDENSHA obtained the Faimess Opinion from Plutus on January 5, 2024. The Fairness Opinion
expresses the view that the Share Exchange ratio agreed between both parties is fair to minority shareholders of
KITA KOUDENSHA from a financial point of view in light of the business plan prepared by KITA
KOUDENSHA and the result, etc. of share exchange ratio calculations based on the market share prices of both
parties. The Fairness Opinion was issued after Plutus received disclosure from KITA KOUDENSHA of its
business situation and future business plan, etc., the result of the share exchange ratio calculation after receiving
an explanation of such factors, and examined through a question and answer session on the outline, background,
and purpose of the Share Exchange from both parties, and the business environment of both parties, the
economy, market and financial climate, etc. to the extent considered necessary by Plutus, as well as completion
of a review procedure by a review committee independent of the engagement team at Plutus.

(Note 1)  In preparing and submitting the Faimess Opinion, and calculating the above share exchange ratio on which
this was based, Plutus assumed and relied on the basic materials that were provided by KITA
KOUDENSHA, information available to the public, and information heard from both companies being
accurate and complete, and there being no matters that may have a material impact on the calculation of the
share exchange ratio that are undisclosed, and has not independently verified, and assumes no obligation to
do so, the accuracy or the completeness of such materials and information outside the above procedures.

Plutus has not undertaken its own evaluation or appraisal of any of the assets or liabilities (including, but
not limited to, off-balance-sheet assets and liabilities, and other contingent liabilities) of Mitsubishi Electric,
KITA KOUDENSHA or Mitsubishi Electric’s affiliated companies, including analysis and evaluation of
the individual assets and liabilities, and has not received submission of any written evaluation or written
appraisal on such matters from Mitsubishi Electric, KITA KOUDENSHA or Mitsubishi Electric’s affiliated
companies. Plutus has not evaluated the creditworthiness of Mitsubishi Electric, KITA KOUDENSHA or
Mitsubishi Electric’s affiliated companies under applicable laws in relation to insolvency, payment
suspension , or matters similar to these.

Plutus assumes that the business plan and other materials of KITA KOUDENSHA used as basic materials
have been reasonably prepared based on the best currently available forecasts and judgments by the
management of KITA KOUDENSHA, and Plutus does not guarantee their feasibility, nor represent any
view on the analysis and forecasts based on which they were prepared, or the assumptions that formed the
basis of these.

Plutus assumes that the Share Exchange Agreement was lawfully and validly prepared and executed and
approved at the General Meeting of Sharcholders of KITA KOUDENSHA, that the Share Exchange will
be lawfully and validly implemented in accordance with the terms of the Share Exchange Agreement, and
that the Share Exchange is completed in accordance with the terms of the Share Exchange Agreement
without waiver, revision or amendment of material conditions and agreed matters in the Share Exchange
Agreement. Plutus also assumes that the Share Exchange is lawfully and validly implemented, that the tax
effect of the Share Exchange does not differ to the expectations of the parties, and that all consents, approvals
and authorizations from the government, regulatory authorities and others necessary for the implementation
of the Share Exchange have been obtained without any loss of benefits expected to be gained from the Share
Exchange, and assumes no obligation to independently examine these. Plutus has not been requested by
KITA KOUDENSHA to examine the decision-making of KITA KOUDENSHA in relation to the
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implementation of the Share Exchange, or to examine the Share Exchange in comparison with other
strategic choices, and has not done so. Plutus is not an accounting, tax, or legal expert, and has not
independently analyzed or examined the legality or validity of any matter relating to the Share Exchange,
or the adequacy of accounting or tax treatment, and assumes no obligation to do so. Plutus has assumed that
the envisaged tax effect for the Share Exchange as presented by KITA KOUDENSHA will be realized.

The Faimess Opinion states the views of Plutus as of the preparation date as to whether or not the Share
Exchange Ratio agreed between the parties is fair to minority shareholders of KITA KOUDENSHA from
a financial point of view based on financial and capital markets, economic conditions, and other
circumstances as of the preparation date, as well as information shared with or obtained by Plutus up to the
preparation date, and Plutus has no obligation to revise, amend, or supplement the Faimess Opinion in the
event such basis changes due to subsequent developments. Plutus does not speculate or suggest a view on
matters other than matters explicitly mentioned in the Fairness Opinion or subsequent to the submission date
of the Fairness Opinion. The Faimess Opinion only expresses an opinion on the fairness of the Share
Exchange Ratio for minority shareholders of KITA KOUDENSHA from a financial point of view, and
expresses no opinion on the owners, creditors, or other related parties for securities issued by KITA
KOUDENSHA, and does not recommend any action in relation to the Share Exchange to shareholders of
KITA KOUDENSHA.

The Fairness Opinion was submitted by Plutus for the purpose of being used as basic materials for the
Board of Directors and the Special Committee of KITA KOUDENSHA to make a decision on the Share
Exchange Ratio, and cannot be relied on by anyone else.

(3) Prospect of Delisting and Reasons Therefor

As aresult of the Share Exchange, KITA KOUDENSHA will become a wholly owned subsidiary of Mitsubishi
Electric as of its effective date (scheduled for April 15, 2024). Prior to this, KITA KOUDENSHA Stock are
scheduled to be delisted as of April 11, 2024 (the last trading date will be April 10, 2024) following the prescribed
procedures pursuant to the delisting criteria of the SSE. KITA KOUDESNSHA Stock will no longer be tradable on
the SSE after the delisting, but Mitsubishi Electric Stock which will be allotted to the shareholders of KITA
KOUDENSHA on the effective date of the Share Exchange is listed on the Prime Market of the TSE. Thus,
although some shareholders may only receive an allotment of shares less than one unit, shares of one unit or more
will continue to be tradable on the financial instruments exchange and the liquidity of the shares continues to remain
available.

On the other hand, shareholders who will hold shares less than one unit of Mitsubishi Electric as a result of the
Share Exchange will not be able to sell such shares less than one unit on the financial instruments exchange, but
such shareholders are entitled to use the system requesting purchase of shares less than one unit applicable to
Mitsubishi Electric Stock. It is also possible to use the system requiring additional purchase for shares less than one
unit applicable to Mitsubishi Electric Stock and additionally purchase from Mitsubishi Electric the number of shares
necessary to constitute one unit together with the number of shares already held by such shareholder. Please refer to
2. (3) (Note 3) “Handling of shares less than one unit” above for an outline of such handling. For details on the
handling of fractional share arising from the Share Exchange, please refer to 2. (3) (Note 4) “Handling of fractional
share” above.

The common shareholders of KITA KOUDENSHA may continue to trade their KITA KOUDENSHA Stock
on the SSE as in the past until the last trading day, namely April 10, 2024 (scheduled), or may exercise their legal
rights provided for in the Companies Act and other relevant laws and regulations.

(4) Measures to Ensure Faimess
In light of the facts that Mitsubishi Electric holds 173,600 shares of KITA KOUDENSHA Stock (representing
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27.53% (rounded to the nearest two decimal places; the same applies hereinafter regarding the calculation of
ownership ratio) of the proportion (the “Ownership Ratio”) to the aggregate of 630,655 shares of outstanding shares
(excluding treasury shares) as of September 30,2023 ) making Mitsubishi Electric the largest and major shareholder
of KITA KOUDENSHA, and there are directors at KITA KOUDENSHA who concurrently serve as officers and
employees of Mitsubishi Electric as well as directors who formerly worked at Mitsubishi Electric, the Companies
determined that it is necessary to ensure the faimess of the Share Exchange, and implemented the following
measures to ensure fairness.

(D Valuation reports obtained from independent third-party valuation institutions

Mitsubishi Electric appointed Daiwa Securities, a third-party valuation institution independent from
Mitsubishi Electric and KITA KOUDENSHA, as the valuation institution pertaining to the share exchange ratio
for the Share Exchange, and obtained a valuation report on the share exchange ratio as of January 5, 2024.
Please refer to 3. (2) “Matters Concerning Calculation” above for an overview of the valuation report.

KITA KOUDENSHA appointed AGS and Plutus, a third-party valuation institution independent from
Mitsubishi Electric and KITA KOUDENSHA, as the valuation institution pertaining to the share exchange ratio
for the Share Exchange, and obtained a valuation report on the share exchange ratio from each of AGS and
Plutus as of January 5, 2024. Please refer to 3. (2) “Matters Concerning Calculation” for an overview of the
valuation report.

Further, KITA KOUDENSHA has obtained the Fairness Opinion from Plutus, a third-party valuation
institution that is independent of KITA KOUDENSHA and Mitsubishi Electric.

(@) Advice from independent law firms

Mitsubishi Electric appointed Mori Hamada & Matsumoto as its legal advisor for the Share Exchange, and
receives legal advice from Mori Hamada & Matsumoto regarding the various procedures of the Share
Exchange and methods and processes of decision-making of the Executive Officers’ Meeting. Mori Hamada
& Matsumoto is independent from Mitsubishi Electric and KITA KOUDENSHA, and does not have any
material interest in Mitsubishi Electric or KITA KOUDENSHA.

KITA KOUDENSHA appointed Hibiya-Nakata as its legal advisor for the Share Exchange, and receives
legal advice from Hibiya-Nakata regarding the various procedures of the Share Exchange and methods and
processes of decision-making by the Board of Directors. Hibiya-Nakata is independent from Mitsubishi Electric
and KITA KOUDENSHA, and does not have any material interest in Mitsubishi Electric or KITA
KOUDENSHA.

(5) Measures to Avoid Conflicts of Interest

Since Mitsubishi Electric holds 173,600 shares (Ownership Ratio: 27.53%) of KITA KOUDENSHA Stock and
is the largest and major shareholder of KITA KOUDENSHA, and there are directors at KITAKOUDENSHA who
concurrently serve as officers and employees of Mitsubishi Electric as well as directors who formerly worked at

Mitsubishi Electric, KITA KOUDENSHA has implemented the following measures to avoid conflicts of interest.

(D Obtainment by KITA KOUDENSHA of a report from special committee with no interest

KITA KOUDENSHA, by the resolution of the Board of Directors’ meeting held on December 13, 2022, in
the aim to use cautiousness in its decision-making regarding the Share Exchange, as well as to eliminate possible
arbitrariness and conflict of interest in its Board of Directors’ decision-making process and ensure fairness
thereof, while confirming that the resolution by its Board of Directors to carry out the Share Exchange is not
disadvantageous to its minority shareholders, established the Special Committee consisting of three members,
namely, Mr. Masayuki Hirobe (attorney at law, Hirobe & Yagi Law Office), who does not have any interest in
Mitsubishi Electric and is KITA KOUDENSHA’s outside director and registered as KITA KOUDENSHA’s
independent officer with the SSE, and Mr. Masaaki Suda (certified public accountant, Suda Certified Public
Accountant Office), who is an outside expert having no interest in Mitsubishi Electric or KITA KOUDENSHA
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and has knowledge of finance and accounting gained through his experience as certified public accountant, and
Mr. Hidetaka Nishina (attorney at law, Nakamura, Tsunoda & Matsumoto), who has a wealth of experience and
knowledge as an expert cultivated through many years of legal work including corporate legal affairs.
Thereupon, to consider the Share Exchange, KITA KOUDENSHA resolved at the aforementioned Board of
Directors’ meeting to consult the Special Committee on whether: (i) the purpose of the Share Exchange should
be deemed reasonable (therefore the Share Exchange as a whole will lead to contributing to the enhancement
of KITA KOUDENSHA’s corporate value); (ii) the faimess of the terms and conditions of the Share Exchange
(including the exchange ratio) has been secured; (iii) the procedures of the Share Exchange are fair, and
sufficient consideration is given to the interests of the minority shareholders; and (iv) the Share Exchange is not
disadvantages to the minority shareholders ((i) to (iv) are collectively referred to as the ‘“Matters for
Consultation”). Furthermore, in establishing the Special Committee, KITA KOUDENSHA’s Board of
Directors resolved that the Board of Directors which shall consider the appropriateness of the Share Exchange
shall respect the content of the Special Committee’s responses pertaining to the Matters for Consultation to the
maximum extent in light of the purpose of establishing the Special Committee, and in particular, if the Special
Committee decides that the implementation of the Share Exchange is not appropriate, KITA KOUDENSHA’s
Board of Directors shall not carry out the Share Exchange, and in addition, (i) the Special Committee itself may
negotiate with Mitsubishi Electric, and even if KITA KOUDENSHA’s personnel or advisors conduct the
negotiations with Mitsubishi Electric, the Special Committee may receive timely reports on the negotiation
status, express its opinions at important points and give instructions and requests, thereby substantially influence
the negotiation process regarding the terms and conditions of the transaction; (ii) the Special Committee is
granted the right to, as necessary, appoint its own external advisors including financial advisor, third-party
valuation institution, legal advisor (expenses in such cases shall be borme by KITA KOUDENSHA), or
otherwise, nominate or approve (including subsequent approval) the external advisors to be appointed by KITA
KOUDENSHA; and (iii) the Special Committee is granted the right to approve KITA KOUDENSHA to
appoint AGS and Hibiya-Nakata, respectively, as external advisors on the Share Exchange which are experts
independent from KITA KOUDENSHA and Mitsubishi Electric. In the aforementioned Board of Directors’
meeting of KITA KOUDENSHA held on December 13, 2022, among KITA KOUDENSHA's then five
Directors, Mr. Ichiro Miyaki, who held an executive position at Mitsubishi Electric at that time was absent from
such Board of Directors’ meeting, and Mr. Tatsuo Takahashi and Mr. Yoshiyasu Matsushita, who are recognized
as having certain relationships with Mitsubishi Electric in the past, such as working as an employee or assuming
an executive position of Mitsubishi Electric, decided not to participate in the deliberation and the resolution of
such Board of Directors’ meeting and thus, Mr. Naoki Mabuchi chaired such Board of Directors’ meeting, and
two Directors, namely Mr. Naoki Mabuchi and Mr. Masayuki Hirobe participated in the deliberation and
unanimously resolved as aforementioned. Likewise, as to the three Audit & Supervisory Board members, Mr.
Masaki Hase, who holds an executive position at Mitsubishi Electric, and Mr. Osamu Oketani, who has an
ongoing business relationship with Mitsubishi Electric, was absent from such Board of Directors’ meeting, and
Mr. Hiroyuki Higuchi, who is recognized as having a certain relationship with Mitsubishi Electric in the past
did not participate in the deliberation of such Board of Directors’ meeting and has not expressed any opinion.
Furthermore, from the viewpoint of securing a quorum of the Board of Directors’ meeting, a total of four
directors, including Mr. Tatsuo Takahashi and Mr. Yoshiyasu Matsushita, both Directors, and Mr. Hiroyuki
Higuchi, Audit & Supervisory Board member, all of whom only held a position as an officer or employee of
Mitsubishi Electric in the past and are considered to having a relatively low conflict of interest, participated and
deliberated, and the four Directors unanimously resolved as aforementioned once more. KITA KOUDENSHA
has also received an opinion from the Audit & Supervisory Board that they do not have any objection.

Each member of the Special Committee shall be paid a fixed amount of compensation for their duties,
regardless of the content of their reports.
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The Special Committee held four meetings between December 19, 2022 and January 13,2023, 11 meetings
between August 24, 2023 and January 5, 2024 after the suspension due to the discontinuation of the
consideration of the Share Exchange, adding up to 15 meetings (approximately 20 hours in total), and also
carefully considered the Matters for Consultation by using emails, among other tools, to express opinions,
exchange information or gather information, or otherwise, held consultations as necessary outside the
committee. The Special Committee has elected Mr. Hidetaka Nishina as the Chair of the Special Committee
through mutual election among the members. In addition, at the first meeting of the Special Committee, the
Special Committee approved AGS, which is a financial advisor and a third-party valuation institution appointed
by KITAKOUDENSHA, as KITA KOUDENSHA?s financial advisor and third-party valuation institution, and
Hibiya-Nakata, which is a legal advisor appointed by KITA KOUDENSHA, as KITA KOUDENSHA's legal
advisor, after confirming that there are no issues with their independence. Furthermore, the Special Committee
approved KITA KOUDENSHA's intemal review and negotiation system after confirming that their members
are composed of persons other than those who have interests with Mitsubishi Electric, and that there are no
problems from the viewpoint of conflict of interest with Mitsubishi Electric. In addition, the Special Committee
also appointed Plutus, a third-party valuation institution, to obtain the Fairness Opinion that verified the fairness
of the Share Exchange Ratio, and the Special Committee confirmed there was no issue with the independence
of Plutus.

The Special Committee sent a written inquiry to Mitsubishi Electric on the following points, among others:
(1) the reason and background for choosing the Share Exchange; (ii) the reason and background for choosing
the specific timing of the Share Exchange; (iii) measures for enhancement and countermeasures related to KITA
KOUDENSHA’s management issues and business problems after the Share Exchange, and the assumptions
therefor in the medium- to long-term; (iv) KITA KOUDENSHA'’s governance and management system after
the Share Exchange; (v) pros and cons to the Share Exchange; and (vi) the concept of the methods adopted in
calculating the Share Exchange Ratio in the Share Exchange. The Special Committee received direct
explanations on these matters from Mitsubishi Electric followed by a question and answer session.

In addition, the Special Committee received from KITA KOUDENSHA an explanation on the content and
background of the preparation of the business forecasts which it prepared, and confirmed the reasonableness of
such matters. Subsequently, as described in 3.(2)@ under “(2) Matters Concerning Calculation” above, given
the fact that AGS and Plutus calculated the value of KITA KOUDENSHA Shares based on the business
forecasts prepared by KITA KOUDENSHA, the Special Committee received explanation from AGS and
Plutus on the calculation method adopted in calculating the value of KITA KOUDENSHA Shares, the reason
for adopting such calculation method, and the content of calculation based on each calculation method as well
as important assumptions, and after holding a question and answer session as well as deliberations and
considerations, the Special Committee confirmed the reasonableness on these matters. Furthermore, the Special
Committee received advice from Hibiya-Nakata regarding the measures to ensure fairness of the procedures of
the Share Exchange as well as the measures to avoid conflict of interest including the method and process of
decision-making by KITA KOUDENSHA'’s Board of Directors regarding the Share Exchange, and conducted
a question and answer session on these matters. Additionally, after collecting information on the Share
Exchange based on the submitted materials related to the Share Exchange, the Special Committee carefully
discussed, examined and deliberated the Matters for Consultation taking in concem such information
collectively. The Special Committee received timely reports on the background and content of the discussions
and negotiations between KITA KOUDENSHA and Mitsubishi Electric regarding the Share Exchange, and
each time provided to KITA KOUDENSHA its views on the acceptance or rejection of the proposed share
exchange ratio by Mitsubishi Electric, and on how to set the ratio and the grounds for this when KITA
KOUDENSHA rejected the proposal from Mitsubishi Electric and instead issued its own proposal for the ratio,
and has been involved in the process of negotiation with Mitsubishi Electric, including giving opinions to KITA
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KOUDENSHA, from after the 10th Special Committee meeting until receiving a final proposal from
Mitsubishi Electric regarding the Share Exchange Ratio.

Upon the background described above, the Special Committee carefully deliberated and examined the
Matters for Consultation based on such explanations, calculation results, the Fairness Opinion, and other
materials for consideration, and submitted a report to KITA KOUDENSHA'’s Board of Directors as of January
5, 2024(the “Report”), stating that the Share Exchange is deemed not to be disadvantageous to the minority
shareholders of KITA KOUDENSHA. The summary of the opinion of the Special Committee is as follows.

() Whether it should be deemed that the purpose of the Share Exchange is reasonable (therefore it is
deemed that the Share Exchange as a whole will lead to contributing to the enhancement of KITA
KOUDENSHA’s corporate value)

(A) Current understanding of KITA KOUDENSHA and issues

The greatest issue is that KITA KOUDENSHA has a pressing need to recover a sound
financial position, as it is insolvent as of the submission date of the Report, and, amongst other
things, is being asked to provide a guarantee from Mitsubishi Electric to receive loans from banks.

Next, given its current financial position, KITA KOUDENSHA’s shares will be delisted if it
is not solvent by the end of the fiscal year ending March 31, 2024, which is highly likely to have
a large adverse effect on KITA KOUDENSHA's shareholders. Avoiding this situation is another
pressing need.

Another important issue is improvement of KITA KOUDENSHA'’s governance, which has
shown failings in governance functions in operational and business management respects, as
shown by the occurrence of multiple events that have greatly degraded KITA KOUDENSHA’s
financial position, such as the Inappropriate Accounting Treatment for Solar Power Projects, the
Withdrawal From the Small Wind Turbine Business (and compensation for this to power
generation companies), and the Takayama Project.

Another issue is whether KITA KOUDENSHA will be able to improve results from only the
Hokkaido market area (redevelopment is expected to end in 2030). Although it has withdrawn
from the solar power business and the small wind turbine business, it needs to continue venturing
into new businesses such as renewable energy. However, given its current financial situation,
there is the difficulty of being unable to invest large sums to participate in new businesses.

This will require long-term personnel investment, given that KITA KOUDENSHA has no
personnel with specialist knowledge (no training scheme, or intention to newly establish a
specialist department) of such new areas (such as the development of renewable energy business).
However, the issue of its impaired financial situation will need to be resolved prior to personnel
investment.

From the above, the following issues can be raised about the future business development of
KITAKOUDENSHA.

(2) Recovery of a sound financial position is the greatest issue.

(b) At the same time there is the urgent issue of avoiding the large adverse effect on
shareholders and other stakeholders resulting from delisting and bankruptcy if the
current situation persists.

(c) Improvement of the management of its management and business is also important.

(d) On the operations side there is a need to venture into new businesses such as renewable
energy business.

(e) There is a need for new personnel investment to hire personnel with specialist
knowledge in new areas.

Accordingly, although implementing measures (a) through (e) above (including, but not
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limited to, M&A) that contributes to the business and issues of KITA KOUDENSHA requires

consideration of the individual risks and accompanying demerits of such measures, it is believed

that, at least in general terms, they will improve the corporate value of KITA KOUDENSHA.
(B) Corporate value enhancement effect of the Share Exchange

The corporate value enhancement measures planned by Mitsubishi Electric and their effect
envisaged by Mitsubishi Electric after the implementation of the Share Exchange are described
in (a) through (d) below.

(2) Reduction of interest payments by using Mitsubishi Electric intra group financing
KITA KOUDENSHA’s interest payment burden can be reduced by replacing
borrowing with Mitsubishi Electric intra group financing,
(b) Avoidance of insolvency
The term of debt guarantees provided by Mitsubishi Electric for bank borrowing by
KITA KOUDENSHA will end on April 30, 2024, and it will be difficult for KITA
KOUDENSHA to refinance its current debt given its current financial situation.
Mitsubishi Electric believes it is highly likely that KITA KOUDENSHA will struggle to
refinance and will be insolvent without the support of Mitsubishi Electric. The Share
Exchange attempts to avoid damage to KITA KOUDENSHA’s business and corporate
value, as well as avoid a large negative effect on KITA KOUDENSHA's stakeholders,
by delivering Mitsubishi Electric shares to KITA KOUDENSHA'’s shareholders and
providing the financial support in (a) above.
(c) Contribution to governance strengthening
If KITA KOUDENSHA becomes a wholly-owned subsidiary of Mitsubishi Electric
through the implementation of the Share Exchange, this will make it possible for it to
strengthen its compliance structure through the provision of Mitsubishi Electric Group’s
compliance expertise, and utilization of Mitsubishi Electric Group’s audit resources, etc.
(d) Reduction of listing maintenance costs
The Share Exchange will reduce the service and cost burden (including audit
company costs) for maintaining the share listing of KITA KOUDENSHA, and allow for
effective use of management resources.

KITA KOUDENSHA also believes that the explanations of Mitsubishi Electric on corporate
value enhancement measures and the envisaged effects of the Share Exchange described in (a)
through (d) above are feasible and effective corporate value enhancement measures in light of
KITA KOUDENSHA’s current issues.

() Reduction of'interest payments by using Mitsubishi Electric intra group financing
Joining the Mitsubishi Electric Group umbrella will allow it to access low-interest
intra-group financing, which will stabilize its financing.
(b) Avoidance of bankruptcy
It will be difficult for KITA KOUDENSHA to resolve its insolvency by March 31,
2024 on its own, and it is expected to be in conflict with delisting standards of the SSE.
Being insolvent, it is unlikely that KITA KOUDENSHA will be able to secure sufficient
financing from the capital market or sufficient support from the Mitsubishi Electric
Group. Being unable to secure financing will endanger its business operations, leading
to the inevitable loss of clients and employee turnover. Avoiding this situation through
the Share Exchange is essential to improve the business.
(c) Contribution to governance strengthening
Making progress on urgent financing stabilization and management improvement
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will require support from the Mitsubishi Electric Group as well as advancing personnel
exchange. However, but as the benefits of management improvements may low out to
the general shareholders, it will be difficult to gain sufficient support from the Mitsubishi
Electric Group while maintaining KITA KOUDENSHAs existing shareholder relations.
Conversely, the Share Exchange will enable personnel support to strengthen governance.
(d) Reduction of listing maintenance costs
Audit remuneration, etc. costs tens of millions of yen annually, which is not a light
burden with KITA KOUDENSHA currently being insolvent.
KITA KOUDENSHA also envisages the effects in (¢) and (f) below in addition to
those in () through (d).
(e) Strengthening of creditworthiness with clients, etc. by joining the Mitsubishi Electric
Group umbrella
(f) With its financial situation impaired, KITA KOUDENSHA is unable to invest in areas
that require a long-term business perspective such as investing in personnel and
venturing into new business as it must prioritize short-term benefits in consideration of
minority shareholders. The changing of its shareholder composition through the Share
Exchange will make long-term investments possible.

The Special Committee also believes that the measures to enhance corporate value in (a)
through (f) will contribute to the situations in (A) above (namely, (a) soundness of financial
situation, (b) avoidance of large adverse effect on stakeholders, (c) improved management of
management and business, (d) venture into new business, and (e) personnel investment) given
as major points to enhance the corporate value of KITA KOUDENSHA in the future. It sees no
significant demerit to KITA KOUDENSHA from the Share Exchange.

(C) Comparison with the scenario where the Share Exchange is not implemented

Mitsubishi Electric has expressed its intention not to support KITA KOUDENSHA as sponsor
if the Share Exchange is not implemented due it being rejected at the General Meeting of
Shareholders or any other reason.

It will be difficult for KITA KOUDENSHA to resolve its insolvency by March 31, 2024 on
its own, and if the Share Exchange is not implemented, it will be unable to secure financing
which will endanger its business operations, and in turn lead to bankruptcy.

In preparation for the Share Exchange not being implemented, KITA KOUDENSHA carried
out the Market Check, but it revealed that no party would offer financing or other support to
KITAKOUDENSHA.

Based on objective circumstances such as the financial situation of KITA KOUDENSHA and
the result of the Market Check, as well as the intentions of Mitsubishi Electric and KITA
KOUDENSHA, it is reasonably envisaged that KITA KOUDENSHA will go bankrupt (and
will have to file for legal reorganization proceedings or voluntary reorganization proceedings).

(D) Summary

The corporate value enhancement measures for KITA KOUDENSHA planned by Mitsubishi
Electric after the Share Exchange are not at odds with the understanding of KITA
KOUDENSHA, and there is no inconsistency between the awareness of Mitsubishi Electric and
KITA KOUDENSHA in relation to the prospects of achieving such corporate value
enhancement, etc. No significant demerit for the corporate value of KITA KOUDENSHA can
be found for the implementation of the Share Exchange, and the Share Exchange is the sole
means for the business continuation of KITA KOUDENSHA, and no other realistically possible
means have been found for KITA KOUDENSHA. From these factors, even if the Share

19



Exchange does result in delisting, the merits from the transaction outweigh this demerit for KITA
KOUDENSHA.

Based on the above consideration, the objective of the Share Exchange is found to be
reasonable and the Share Exchange will, overall, contribute to the enhancement of the corporate
value of KITA KOUDENSHA.

(i) Securing minority shareholder interests through fair procedures
In relation to matter for consultation “Whether the fairness of the terms and conditions of the Share
Exchange (including the exchange ratio) has been secured,” examine whether or not the interests of
minority shareholders have been secured through fair procedures through confirmation of the status of
the adoption and operation of measures to ensure fairness set out in the Fair M&A guidelines issued by
the Ministry of Economy, Trade and Industry on June 28,2019 (the “M&A Guidelines”).
(A) Establishment of Special Committee

The Special Committee is a committee comprising a total of three members: one independent
outside director of KITA KOUDENSHA and two independent experts.

When examining matters for consultations, the Special Committee is to fulfil the role set out
for it in the M&A Guidelines of (D examining and deciding whether to conduct the M&A from
the perspective of whether it improves the corporate value of the target company, and ) from
the perspective of the interests of minority shareholders, (i) examining and deciding on the
adequacy of transaction terms and (ii) the faimess of procedures.

Additionally, (a) the Special Committee was established at the very initial stage of the
transaction after Mitsubishi Electric verbally proposed the Share Exchange to KITA
KOUDENSHA on November 11, 2022, (b) the independence of all members of the Special
Committee from Mitsubishi Electric and from the outcome of the Share Exchange has been
secured, no member has agreed to receive a contingency fee if the Share Exchange is completed,
and one member is an outside director considered most eligible as a committee member in the
M&A Guidelines, (c¢) KITA KOUDENSHA has granted the Special Committee authority for it
to substantially influence the negotiation process for transaction terms, (d) based on (c) above, if
it consults with Mitsubishi Electric on the Share Exchange Ratio, KITA KOUDENSHA is
required to seek the confirmation of the Special Committee prior to or promptly after, which
ensures that the Special Committee receives timely reports on negotiations, is able to give its
opinion at important stages, and can give instructions and make requests to be able to
substantively influence the negotiation process for transaction terms, (e) the Board of Directors
of KITA KOUDENSHA has decided not to approve the Share Exchange if the Special
Committee decides the terms of the Share Exchange are not suitable, (f) the Board of Directors
of KITA KOUDENSHA has granted the Special Committee the authority to appoint its own
external advisors, etc. as necessary, and the authority to nominate or approve (including
subsequent approval) the external advisors to be appointed by KITA KOUDENSHA, (g) and as
a result of (f) above, the Special Committee decided it was essential to obtain a fairness opinion
to verify the fairness of the Share Exchange Ratio, hired Plutus as a third-party independent
valuation institution, and obtained the share exchange ratio valuation report and the Fairness
Opinion, (h) the Special Committee members provide expertise on the business characteristics
of KITA KOUDENSHA, expertise on the company value appraisal, and legal expertise, and
have sufficient capabilities to examine the Matters for Consultation, and (i) the Special
Committee, on behalf of minority shareholders, obtained disclosure documents planned for the
Share Exchange and material information on anticipated synergies, conducted detailed
confirmation of the Share Exchange through interviews with relevant parties, and carried out its
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examination and made decisions based on these. Further, the Board of Directors of KITA
KOUDENSHA has decided that, for additional resolutions when it passes a resolution to consult
the Special Committee, it will pay the utmost respect to the views of the Special Committee
when it passes a resolution on the Share Exchange.

From the above establishment and operation of the Special Committee, it is found that the
Special Committee is validly functioning as a measure to secure faimess.

(B) Decision-making process of KITA KOUDENSHA

Among the Directors of KITA KOUDENSHA, Mr. Kensuke Miyaji holds an executive
position at Mitsubishi Electric, and Mr. Tatsuo Takahashi and Mr. Yoshiyasu Matsushita are from
Mitsubishi Electric. Thus, from the standpoint of avoiding any doubt of conflicts of interest, the
agenda regarding the Share Exchange that was brought before the Board of Directors’ meeting
of KITA KOUDENSHA, was deliberated upon by two directors of KITA KOUDENSHA,
namely, Mr. Naoki Mabuchi and Mr. Masayuki Hirobe, and was unanimously approved.
Thereafter, from the viewpoint of securing a quorum of the Board of Directors’ meeting, of the
five directors, a total of four directors, including Mr. Tatsuo Takahashi and Mr. Yoshiyasu
Matsushita, both of whom only held a position as an officer or employee of Mitsubishi Electric
in the past and are considered to have a relatively low conflict of interest, participated and
deliberated in the aforementioned Board of Directors’ meeting, and the four directors
unanimously resolved as aforementioned once more.

Furthermore, among the auditors of KITA KOUDENSHA, from the standpoint of avoiding
any doubt of conflict of interest, Mr. Masaki Hase, who holds an executive position at Mitsubishi
Electric, Mr. Osamu Oketani, who is considered as having an ongoing business relationship with
Mitsubishi Electric, and Mr. Hiroyuki Higuchi, who only had a certain relationship with
Mitsubishi Electric in the past, did not participate in the deliberation and the resolution of the
Board of Directors. Auditor Mr. Hiroyuki Higuchi, who only held a certain relationship with
Mitsubishi Electric in the past and is considered to have a relatively low conflict of interest,
participated in the deliberation conducted by the aforementioned four Directors, and expressed
an opinion that he has no objection.

Given that the M&A Guidelines state that it is sufficient if arrangements are made that officers
of Mitsubishi Electric with concurrent roles be excluded provided that an independent special
committee has been established and is validly functioning, the above decision-making process
of KITAKOUDENSHA is reasonable and there are no aspects that are unfair in the arrangement
of interests.

Further, the Board of Directors of KITA KOUDENSHA is ultimately expected to
unanimously pass a resolution. For a Board of Director’ resolution to approve or reject this M&A,
the unanimous approval of all directors and the unanimous opinion of all auditors that they have
no objection is considered one of the circumstances that demonstrates that measures to secure
fairness are validly functioning for such M&A.

From the above, in light of the M&A Guidelines, there are no issues over the faimess of the
decision-making process of KITA KOUDENSHA.

(C) Obtaining expert advice, etc. from external experts

The Special Committee interviewed and otherwise inquired of Hibiya Nakata, AGS and
Plutus regarding their transactional ties with KITA KOUDENSHA and Mitsubishi Electric, and
confirmed that there were no issues with their independence.

KITA KOUDENSHA received advice on decision-making from attorneys at its legal advisor
Hibiya Nakata, and expects to continuously receive independent expert advice from attorneys.
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The Board of Directors of KITA KOUDENSHA obtained the share exchange ratio valuation
report from an independent third-party valuation institution AGS to ensure the fairness of the
Share Exchange Ratio. As explained below, care was taken to ensure that an arbitrary ratio was
not calculated in the share exchange ratio valuation report, and there are no circumstances that
cast doubt over the fairness of the calculation either. The share exchange ratio valuation report is
recognized as a share exchange ratio valuation report from an independent third-party valuation
institution.

In addition, the Special Committee obtained the share exchange ratio valuation report and the
Fairness Report from an independent third-party valuation institution Plutus to ensure the faimess
of the Share Exchange Ratio. A fairness report differs from a share exchange ratio valuation
report in the sense that the third-party valuation institution is the opinion-forming entity and the
subject of the opinion is the fairness of specific terms agreed between the parties for general
shareholders of a target company, and as it can be direct and highly important reference
information, is considered to have an effective function during the transaction terms formation
process when dealing with the issues of structural conflicts of interest and imbalances in
information.

In addition, under the M&A Guidelines, obtaining a fairness opinion from a third-party
valuation institution with elements such as (a) independence and neutrality, (b) a careful issuance
process, () high-level expertise and a proven track record, and (d) a good reputation, is positively
evaluated as a measure for securing fairness. The Special Committee confirmed (a) and (b)
through an interview with Plutus, and it is objectively clear that Plutus satisfies (c) and (d).
Therefore, the Special Committee can positively evaluate the Fairness Opinion as a measure for
securing fairness.

(D) Market check

KITA KOUDENSHA carried out a proactive market check by requesting eight prominent
revitalization-type investment funds to consider investing in KITA KOUDENSHA, but none of
the funds offered funds or other support to KITA KOUDENSHA.

In the M&A Guidelines too, if a buyer is not a controlling shareholder, a proactive market
check is often considered to function more effectively than an indirect market check, and if
implemented, this is more positively evaluated as a measure for securing fairness.

In this case, based on the above, the Special Committee is assessed as having been able to
confirm that there was no potential candidate willing to enter into a transaction comparable with
the Share Exchange by carrying out a proactive market check.

(E) Enhancing information provision to minority shareholders and ensuring process transparency

The M&A Guidelines emphasize the informed judgement of minority shareholders, and to
this end, it is recommended that material for determining the fairness, etc. of transaction terms
and conditions for minority shareholders be provided. Specifically, information expected to be
subject to enhanced disclosure include (D information on the special committee, 2) information
on the share exchange valuation report, and (3) other information.

First, for the special committee, the M&A Guidelines advise on disclosure of (a) information
on the eligibility of committee members such as independence and expertise, etc., (b)
information on the content of the authority granted to the special committee, (c) information on
the background to examination by the special committee and involvement in the negotiation
process, (d) the basis and grounds for decisions of the special committee, the content of reports,
etc., and (e) committee member remuneration structure. Looking at the present case, the joint
press release for the Share Exchange by KITA KOUDENSHA and Mitsubishi Electric (the
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“Press Release™) is planned to include all of (a) through (e).

Next, for the share exchange ratio evaluation report, the M&A Guidelines provide as
examples of disclosure, especially for DCF analysis, (i) free cash flow forecasts of KITA
KOUDENSHA that are the basis of its calculations, and whether they assume the
implementation of such M&A, (ii) background to the preparation of financial forecasts that form
the basis of the calculations, (iii) types of discount rates and calculation bases, and (iv) the
approach to the free cash flow forecast period and approach to going concern value such as the
envisaged growth rate after the forecast period, etc.(these are examples, and there is no obligation
imposed to state them all).

The Press Release is planned to state (the fact that the Special Committee has confirmed
reasonableness, and that in the business plan, the comparison versus previous years includes a
fiscal year in which a significant increase or decrease in profit is expected, and the details thereof)
for (ii), the discount ratio for (iii), and the going concern calculation method (that a perpetual
growth rate method was used, and the perpetual growth rate) for (iv). Finally, enhanced
information is also expected to be included in other information in the Press Release.

(F) Elimination of coercion

Shareholders of KITA KOUDENSHA that oppose the Share Exchange or the Share
Exchange Ratio have the right to request purchase of their shares (and the right to file for price
determination pursuant to such right) under the Companies Act.

Accordingly, it is acknowledged that measures have been taken to eliminate coercion for the
Share Exchange.

(G) Summary

For the present case, the Special Committee has been established and the Special Committee
has thoroughly exercised the authority granted to it and carried out a detailed examination from
an independent viewpoint; the decision-making process of KITA KOUDENSHA has carefully
considered conflicts of interest in light of the guidance in the M&A Guidelines; KITA
KOUDENSHA has obtained the expert advice of a legal advisor; share exchange ratio valuation
reports were obtained from multiple third-party valvation institutions, with KITA
KOUDENSHA obtaining theirs from AGS and the Special Committee obtaining theirs from
Plutus (in particular, a fairness opinion was also obtained from Plutus); a proactive market check,
a rarely adopted measure in Japan, was carried out; the Press Release will contain enhanced
information provision for minority shareholders; and also the scheme is found to be not coercive.

Measures to secure fairness have also been carried out in practice, to the letter, through the
activities of the Special Committee.

As shown above, for the Share Exchange, a policy with sufficient measures to ensure fairness
has been adhered to as can be seen from ensuring that the transaction terms formation process
was undertaken in circumstances equivalent to a transaction between independent parties, and
ensuring minority shareholders have the opportunity to make an appropriate decision based on
sufficient information (M&A Guidelines 2.4). Therefore, it is found that the procedure for the
Share Exchange is fair and that sufficient consideration has been given to the interests of minority
shareholders.

(i) Adequacy of terms and conditions
(A) Examination approach

The adequacy of terms and conditions will be examined in relation to the matter for
consultation “whether the procedures of the Share Exchange are fair, and sufficient consideration
is given to the interests of the minority shareholders”.

23



The fairness (adequacy) of terms and conditions for the Share Exchange will be examined in
light of the M&A Guidelines with respect to (a) ensuring that reasonable efforts were made in
the transaction terms and conditions consultation and discussion process with Mitsubishi Electric
to conduct the M&A with as favorable as possible transaction terms and conditions for minority
shareholders while also increasing corporate value, (b) confirming the reasonableness of details
of share value calculations that are a material basis to determine the adequacy of transaction
conditions, and the financial forecasts and the preconditions, etc. this was based on, and (c) the
adequacy of the purchase method and purchase consideration type, etc., not just the purchase
price level.

(B) Negotiation process

In the present case, it has been confirmed through the examination of matter for consultation
“whether the fairness of the terms and conditions of the Share Exchange (including the exchange
ratio) has been secured” that fairness of procedures serving as elements to infer that “‘ensuring
that reasonable efforts were made to conduct the M&A with as favorable as possible transaction
terms and conditions for minority shareholders™ has been satisfied.

In particular, in the negotiations for the Share Exchange Ratio, the Special Committee
proactively contributed to the negotiations for the Share Exchange Ratio based on the authority
granted to it. Specifically, this was undertaken by the process of KITA KOUDENSHA replying
to Mitsubishi Electric based on the Special Committee’s views on rejection or acceptance of the
Share Exchange Ratio proposal from Mitsubishi Electric and its statement of opinions on
counterproposals. As a result of the Special Committee rejecting the Share Exchange Ratio
proposal from Mitsubishi Electric and the proposed ratio being improved multiple times through
this process, the Special Committee ultimately agreed to the Share Exchange Ratio of 1:0.260,
which was an increase of at least 80% for minority shareholders over the ratio of 1:0.142 that
was initially proposed by Mitsubishi Electric, and the Share Exchange Ratio was finalized as a
result.

From the above, it can be evaluated that in the consultation and negotiation process for
transaction terms and conditions with Mitsubishi Electric, it was ensured that reasonable efforts
were made to conduct the M&A with as favorable as possible transaction terms and conditions
for minority shareholders while also increasing corporate value.

(C) Relationship between share value calculation and the Share Exchange Ratio
(a) Business plan

In the present case, the business plan prepared by KITA KOUDENSHA for the
purpose of being used as the premise for the share exchange ratio valuation reports
obtained from AGS and Plutus, and the Faimess Opinion from Plutus (the “Business
Plan”) does not reflect the synergy effects expected to be realized by the implementation
of the Share Exchange because it is difficult to estimate specifically the impact on
earnings at this time.

Generally in M&A transactions, it is difficult for the side being acquired to
quantitatively estimate the synergies to be realized from the M&A transaction, and in
many M&A transactions, the KITA KOUDENSHA business plan that forms the basis
for the share value calculation of the side being acquired would not assume the M&A
transaction would be realized and would be used on a so-called stand-alone-basis. On
this basis, it is not unreasonable in the present case that a stand-alone-basis business plan
is used as the basis of calculations. Even so, the Business Plan has factored in the tax
burden reduction effect from the reduction of capital and capital reserve with an effective
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date of March 29, 2024, which is described in 8. “‘Other Matters” below, has considered
the reduction in borrowing interest rates assuming financing support is received from
Mitsubishi Electric, and includes, to the extent possible, some of the effects expected to
be realized through the Share Exchange.

Therefore, the Business Plan contains more of a synergies base than a simple stand-
alone-basis business plan, taking into consideration the interest of minority shareholders
to the extent possible.

There appears to be no arbitrariness in the formulation of the Business Plan, and the
contents of the Business Plan appears to contain no contradictions or unnatural contents
in relation to past KITA KOUDENSHA group performance.

From the above, as examining the formulation process, formulation method, and
formulation contents of the Business Plan shows no arbitrary pressure from Mitsubishi
Electric, the contents of the Business Plan is reasonable.

(b) Method of calculation

An interview was held with AGS on the method of calculation, and it was confirmed
that the selection of the calculation methods by both companies was reasonable.

Valuation methods have various advantages and disadvantages, and they mutually
complement each other to cover disadvantages. For example, as to whether using only
the market share price method for a listed company will provide an objective share
valuation, the preferential use of only the market share price method in all circumstances
may not always be reasonable, and it is beneficial to analyze form various aspects the
use of a calculation method other than the market share price method. Therefore, it is
reasonable to use the DCF method adopted by AGS to value the share price of a listed
company.

The M&A Guidelines also states that the special committee should examine
transaction terms and conditions taking into account the characteristics of calculation
methods used to value share price (M&A Guidelines 3.3.2.1), and based on this
comment, calculation results are more reliable when multiple calculation methods are
used to value share price as in the present case rather than a single calculation method.

Examining the AGS calculation in light of the above, using the market share price
method for a certain point in time cannot eliminate idiosyncrasies in the value formation
process, while using the market share price average over a long term cannot accurately
express a share value that takes into consideration the current profit level, etc.; therefore,
AGS has set the calculation base date as January 5, 2024, the day prior to the
announcement of the Transaction, and used the closing share price for the calculation
base date, and the simple average of the last one-month's closing share prices, the simple
average of last three-month’s closing share prices, and the simple average of last six-
month’s closing share price for periods prior to the calculation base date. As the market
share price method reflects the objective share value of a company, it should be valued
based on the market share price as close as possible to the base date, but as the share price
constantly changes due to speculation and other factors, it is considered beneficial to
increase the accuracy of the valuation by calculating the average share price over a
continuous set period. For this reason, it is reasonable to carry out a valuation using the
market share price over a set period.

For the DCF method, according to AGS, it calculated the FCF based on the Business
Plan, and then calculated the business value by applying a set discount rate to the FCF.
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For the calculation to be reasonable, it is important that the Business Plan on which the
FCF calculation is based was appropriately prepared and, as explained above, the Special
Committee confirmed the reasonableness of the Business Plan.

In addition to this, the Special Committee then received a detailed explanation on the
examination process for the calculation in the DCF method (specifically, the view on
necessary operating funds, discount ratio range, interest-bearing debt, differences
between a case assuming financial support from Mitsubishi Electric and a case not
assuming such financial support, and risk-free rate transition, etc.) from AGS, and
confirmed there appeared to be no unreasonable points for either method.

Additionally, as with AGS, an interview on the calculation method was also arranged
with Plutus. Specifically, Plutus and AGS use the same calculation method in the market
share price method, meaning the reasonability of this is recognized on the same grounds
as those given above for AGS. The Special Committee received a detailed explanation
from Plutus on the examination process for the calculation in the DCF method, and
confirmed that there appeared to be no unreasonable points for either method.

From the above, both methods used by AGS and Plutus to calculate share price are
reasonable, the results can be trusted and the Special Committee evaluated them as being
reliable.

(c) Results of share value calculation

According to the share exchange ratio valuation report obtained from Plutus, the
results of each calculation method for the share exchange ratio (Mitsubishi Electric
shares: KITA KOUDENSHA shares) are as per the table below.

Calculation method (Mitsubishi . Share exchange

Electric, KITAKOUDENSHA) Caleulation Base date ratio
Market share price method, market . )
share price method, January 5,2024 1:0.644 to 1:0.682
Market share price method, DCF| January 5, 2024 for market share price method 1:0.000 t0 1:0.369
method December 22, 2023 for DCF method B 0 1.

According to the share exchange ratio valuation report obtained from AGS, the results of each
calculation method for the share exchange ratio (Mitsubishi Electric shares: KITA
KOUDENSHA shares) are as per the table below.

Calculation method (Mitsubishi Electric, KITA . .
KOUDENSHA) Calculation Base date Share exchange ratio

Market share price method, market share price method, January 5, 2024 1:0.644 to 1:0.682

Market share price method, DCF method January 5, 2024 1:0.000to 1:0.529

Looking at the Share Exchange, the Share Exchange Ratio (i) is less than the lower limit of
the exchange ratio when the market share price method is applied to both Mitsubishi Electric and
KITA KOUDENSHA. By contrast, (ii) the Share Exchange Ratio is higher than the medium
value of the calculation results by Plutus and close to the medium value of the calculation results
by AGS in relation to the exchange ratio when the market share price method is applied to
Mitsubishi Electric and the DCF method is applied to KITA KOUDENSHA.

(D) Examination of discount

The Share Exchange Ratio is less than the lower limit of the exchange ratio when the market
share price method is applied to both Mitsubishi Electric and KITA KOUDENSHA, and to KITA
KOUDENSHAs shareholders, is a ratio that constitutes a discount on the market share price. The
level of discount comparing the value derived by multiplying the Share Exchange Ratio by the
closing share price of Mitsubishi Electric on the Tokyo Stock Exchange up to January 5, 2024 (the

“Calculation Base Date”) against the closing share price of KITA KOUDENSHA on Calculation
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Base Date and simple average of closing share price of KITA KOUDENSHA over each period
until Calculation Base Date is as per the table below.

Reference value Discount level

Closing price on the Calculation Base Date -59.60%
Simple average of closing share price for last one-month period prior -59.96 %
to the Calculation Base Date

Simple average of closing share price for last three-month period -59.90%
prior to the Calculation Base Date

Simple average of closing share price for last six-month period prior -59.63%
to the Calculation Base Date

When examining whether or not to accept a ratio that is a discount on a market share price
basis from the viewpoint of KITA KOUDENSHA's shareholders, assuming the efficiency of the
market, the market share price reflects the value in the market, so is indeed one indicator of a fair
value for KITA KOUDENSHA, and as the Share Exchange cannot be implemented at a
discount, one option would be to ask Mitsubishi Electric to alter its share exchange ratio.
However, despite KITA KOUDENSHA and the Special Committee repeatedly asking
Mitsubishi Electric to improve the share exchange ratio during the Share Exchange negotiation
process, Mitsubishi Electric has refused to offer a more advantageous ratio to KITA
KOUDENSHA than the Share Exchange Ratio, citing the difficulty of explaining such a move
to Mitsubishi Electric’s shareholders, meaning there is no realistic prospect of any change to the
ratio.

On the other hand, the results of a market check by KITA KOUDENSHA resulted in no
expression of intent on terms more favorable to the minority shareholders than the Share
Exchange. Further, it is difficult for KITA KOUDENSHA to resolve its state of insolvency on its
own within the short period up to March 31, 2024 (the stock delisting determination base date)
or April 30, 2024 (the end date of the debt guarantee provided by Mitsubishi Electric) given its
profitability and liabilities amount, and this is recognized by both KITA KOUDENSHA and
Mitsubishi Electric.

Care must be taken when endorsing a share exchange using a ratio far below the market share
price in light of the present situation of a certain share value applying to shares currently owned
by minority shareholders. Even so, if the Share Exchange using the Share Exchange Ratio is not
accepted, it is highly likely that KITA KOUDENSHA will become bankrupt relatively soon
around April 2024, and it is envisaged that seeking to avoid this will result in shareholders
suffering a reduction in share value from a greater discount ratio. Given this situation, the level
of discount of the Share Exchange Ratio is considered the option amongst those realistically
available that places the least burden on the minority shareholders.

(E) Adequacy of scheme

Examination on the adequacy of the purchase method and type of purchase consideration, etc.
required by the M&A Guidelines (M&A Guidelines 3.2.2). Looking at the purchase
consideration first, a share exchange was adopted in the present case, and a tender offer was not
adopted.

A share exchange involves Mitsubishi Electric shares being delivered to minority shareholders
of KITA KOUDENSHA and the minority shareholders of KITA KOUDENSHA owning
Mitsubishi Electric shares, and this means KITA KOUDENSHA can provide the minority
shareholders with the benefit of synergies expected from the implementation of the various
measures envisaged in the Share Exchange, the business development and earnings growth of
the Mitsubishi Electric Group from achieving synergies, and the opportunity to benefit from this
through receipt of share price rises and dividends for Mitsubishi Electric shares.
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Further, for shareholders seeking to cash in, although there may be a slight lag in timing, the
liquidity of Mitsubishi Electric shares means it will be easy for them to cash in their shares after
the Share Exchange, effectively ensuring that shareholders seeking to cash in will have this
opportunity.

From the above, it cannot be said that consideration in the form of shares of Mitsubishi Electric
through the Share Exchange rather than cash is unreasonable for the minority shareholders of
KITAKOUDENSHA.

(F) Summary

As stated above, the Share Exchange Ratio is an exchange ratio level which is higher than the
medium value of the calculation results by Plutus and close to the medium value of the
calculation results by AGS when the market share price method is applied to Mitsubishi Electric
and the DCF method is applied to KITA KOUDENSHA, and although the Share Exchange
Ratio is less than the lower limit of the exchange ratio when the market share price method is
applied to both Mitsubishi Electric and KITA KOUDENSHA, comparing the KITA
KOUDENSHA situation with similar cases, the discount ratio is lower than the discount level in
other similar cases, and in the Fairness Opinion, Plutus was of the view that the Share Exchange
Ratio was fair from a financial perspective for the minority shareholders of KITA
KOUDENSHA.

From the above, although approving a share exchange at a ratio significantly lower than the
market share price is seemingly disadvantageous to minority shareholders, given the
disadvantage that the minority shareholders may face in the near future, it is considered the option
amongst those realistically available as of the preparation date of the Report that places the least
burden on the minority shareholders.

Approving a share exchange at a ratio significantly lower than the market share price may
lead to the comment from minority shareholders that such an action fails to even meet the notion
highlighted in the M&A Guidelines, indicating the “realizable value without conducting M&A,”
which all shareholders, including minority shareholders, should benefit from proportionate to
their shareholdings. However, rejecting the Share Exchange on the grounds that it is a discounted
proposal would mean a decision has been postponed despite the specific expectation that KITA
KOUDENSHA will be delisted and bankrupt in just two months’ time, and does not ultimately
protect the minority shareholders.

As aresult, after gathering information to the extent possible (including the Fairness Opinion
independently obtained by the Special Committee), the Share Exchange Ratio was approved as
ameasure that protects the maximum interest realistically attainable for the minority shareholders.

Based on a comprehensive consideration of the circumstances provided above, the fairess of
terms and conditions of the Share Exchange (including the exchange ratio) are considered to
have been secured.

(iv) Whether the Share Exchange is not disadvantages to the minority shareholders
The matters requested to be discussed in matters for consultation (i) through (iii) are elements to
consider when examining whether the Share Exchange is not disadvantageous to the minority
shareholders.
It has been explained above that there are considered to be no issues with respect to matters for
consultation (i) through (iii).

From the above, the Special Committee reports that the Share Exchange is not considered disadvantageous
to the minority shareholders.
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@ Approval of all Directors and Audit & Supervisory Board members, excluding Directors and Audit &
Supervisory Board members who have interests
Among the Directors of KITA KOUDENSHA, Mr. Kensuke Miyaji holds an executive position at
Mitsubishi Electric, and Mr. Tatsuo Takahashi and Mr. Yoshiyasu Matsushita are from Mitsubishi Electric. Thus,
from the standpoint of avoiding any doubt of conflict of interest, the agenda regarding the Share Exchange
which was brought before the Board of Directors’ meeting of KITA KOUDENSHA held on January 9, 2024,
was deliberated by two directors of KITA KOUDENSHA, namely, Mr. Naoki Mabuchi and Mr. Masayuki
Hirobe, and was unanimously approved. Thereafter, from the viewpoint of securing a quorum of the Board of
Directors’ meeting, a total of four directors, including Mr. Tatsuo Takahashi and Mr. Yoshiyasu Matsushita, both
of whom only held a position as an officer or employee of Mitsubishi Electric in the past and are considered to
having a relatively low conflict of interest, participated and deliberated in the aforementioned Board of Directors’
meeting, and the four Directors unanimously resolved as aforementioned once more. Furthermore, among the
Audit & Supervisory Board members of KITA KOUDENSHA, Mr. Masaki Hase, who holds an executive
position at Mitsubishi Electric, and Mr. Osamu Oketani, who is considered as having an ongoing business
relationship with Mitsubishi Electric, did not participate in the deliberation and the resolution conducted by the
aforementioned two Directors, namely Mr. Naoki Mabuchi and Mr. Masayuki Hirobe, and neither did they
participate in the deliberation conducted by the aforementioned four Directors nor have they expressed any
opinion. Mr. Hiroyuki Higuchi, who only held a certain relationship with Mitsubishi Electric in the past and is
considered to having a relatively low conflict of interest, participated in the deliberation conducted by the
aforementioned four Directors, and expressed an opinion that he has no objection.

4. Outlines of the Parties to the Share Exchange (as of September 30, 2023)

The wholly owning parent company resulting The wholly owned subsidiary resulting
from the share exchange from the share exchange
() Company name Mitsubishi Electric Corporation KITA KOUDENSHA Corporation
#) Address 2-7-3, Marunouchi, Chiyoda-ku, Tokyo, Japan 23-2-10, Kita 11-j0 Nishi, Chuo-ku,
Sapporo, Hokkaido, Japan
3 Name and title of the Kei Uruma, President & CEO Tatsuo Takahashi, President and
representative Representative Director
(4)  Business overview Development, manufacturing and sales of Indoor wiring work, electric power-related
products and services related to infrastructure, work, FA residential environment
industry and mobility, life and business platform | equipment and appliances and industrial
equipment and appliances
(5)  Capital 175,820 million yen 841 million yen
(6) Date of establishment January 15, 1921 January 29, 1951
@) Number of issued shares | 2,147,201,551 shares 650,000 shares
(8)  Fiscal yearend March 31 March 31
(9)  Number of employees (Consolidated) 145,655 persons 221 persons
(as of March 31, 2023) (as of March 31, 2023)
(10)  Major clients - -
(11)  Major trading banks MUFG Bank, Ltd. North Pacific Bank, Ltd.
Mizuho Bank, Ltd. MUFG Bank, Ltd.
Sumitomo Mitsui Banking Corporation The Hokkaido Bank, Ltd.
Mitsubishi UFJ Trust and Banking Corporation | The Hokuriku Bank, Ltd.
Sumitomo Mitsui Trust Bank, Limited Mizuho Bank, Ltd.
The Norinchukin Bank Mitsubishi UFJ Trust and Banking
The Joyo Bank, Ltd. Corporation
The Bank of Yokohama, Ltd.
The Hyakujushi Bank, Ltd.
The Juhachi-Shinwa Bank
The Gunma Bank, Ltd.
The Hachijuni Bank, Ltd.
The Shizuoka Bank, Ltd.
The Hyakugo Bank, Ltd.
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(12)  Major shareholdersand | The Master Trust Bank of Japan, Ltd. (accountin | Mitsubishi Electric Corporation ~ 27.53%
shareholding percentage | trust) 15.22% KITA KOUDENSHA Employees

SSBTC CLIENT OMNIBUS ACCOUNT Shareholding Union 4.34%

(Standing proxy: The Hongkong and Shanghai | North Pacific Bank, Ltd. 2.30%

Banking Corporation Limited Tokyo Branch) The Hokkaido Bank, Ltd. 1.90%
5.23% Kabushiki Kaisha Tsukisamu Seisakusho

Custody Bank of Japan, Ltd. (account in trust) 1.82%
4.74% Toutec Co., Ltd. 1.43%

Meiji Yasuda Life Insurance Company RYOKO ELECTRIC FACILITIES
3.90% Corporation 1.27%

JP MORGAN CHASE BANK 380055 NOHMI BOSAILTD. 1.14%

(Standing proxy: Settlement & Clearing Services | The Master Trust Bank of Japan, Ltd.

Department, Mizuho Bank, Ltd.))  2.22% (retirement benefit trust (The Kodensha

Mitsubishi Electric Group Employees Co., Ltd. account)) 1.11%

Shareholding Union 2.14% The Hokuriku Bank, Ltd. 1.05%

STATE STREET BANK AND TRUST

COMPANY 505223 (Standing proxy:

Settlement & Clearing Services Department,

Mizuho Bank, Ltd.) 2.14%

JP MORGAN CHASE BANK 385632

(Standing proxy: Settlement & Clearing Services

Department, Mizuho Bank, Ltd.) 1.81%

STATE STREET BANK WEST CLIENT-

TREATY 505234 (Standing proxy: Settlement

& Clearing Services Department, Mizuho Bank,

Ltd.) 1.74%

Nippon Life Insurance Company  1.73%

(13) _ Relationship between the parties

Capital relationship Mitsubishi Electric holds 173,600 shares (Ownership Ratio: 27.53%) of KITA KOUDENSHA
Stock.

Personnel relationship There are two Directors and one Audit & Supervisory Board member of KITA KOUDENSHA
who formally worked for Mitsubishi Electric. Furthermore, the home duty of one Outside
Director and one Outside Audit & Supervisory Board member of KITA KOUDENSHA is an
employee of Mitsubishi Electric.

Business relationship Mitsubishi Electric places orders for contract work with the engineering work department of
KITA KOUDENSHA, and KITA KOUDENSHA purchases products from the sales
department of Mitsubishi Electric to sell the Mitsubishi Electric products as an agent or dealer of
Mitsubishi Electric.

In addition, Mitsubishi Electric provides debt guarantees for part of KITA KOUDENSHA’s
borrowings from financial institutions.

Applicability of affiliated | KITA KOUDENSHA is an equity method affiliate of Mitsubishi Electric, and Mitsubishi

persons Electric and KITA KOUDENSHA are mutually related parties.

(14)  Operating results and financial positions for the last three years

Fiscal year Mitsubishi Electric (consolidated) KITA KOUDENSHA
Fiscal year Fiscal year Fiscal year | Fiscalyear | Fiscalyear | Fiscal year
ended March ended ended March ended ended ended
31,2021 March 31, 31,2023 March 31, | March3l1, March 31,
2022 2021 2022 2023

Net assets 2,870,611 3,097,397 3,363,224 3,109 208 (2,638)
Total assets 4,797.921 5,107,973 5,582,519 10,412 9,186 7,415
Shareholders’ equity per 1,283.88 1,409.08 1,533.98 4931.23 330.03 (4,184.24)
share (yen)
Revenue 4,191,433 4,476,758 5,003,694 10,042 16,764 13,301
Operating profit 230,195 252,051 262,352 (864) (2,741) (2,059)
Ordinary profit — — — (816) (2,588) (2,064)
Net profit attributable to 193,132 203,482 213,908 (3,270) (2,787) (2,880)
shareholders
Basic eamings per share 90.03 9541 101.30 | (5,184.59) (4,419.92) (4,568.11)
attributable to
shareholders (yen)
Dividend per share (yen) 36.00 40.00 40.00 150.00 — —

30




(Note 1)  Figures are as of September 30, 2023, excluding those specifically stated.

(Note 2)  Unit is in million yen, excluding those specifically stated.

(Note 3) “Net assets” of Mitsubishi Electric represent the total equity of Mitsubishi Electric on a consolidated basis
calculated in accordance with International Financial Reporting Standards (the “IFRS”).

(Note4) ““Shareholders’ equity per share,” “net profit attributable to shareholders” and “basic earnings per share
attributable to shareholders™ of Mitsubishi Electric respectively represents “equity attributable to owners of
parent per share,” “profit attributable to owners of parent” and “basic eamings per share attributable to
owners of parent” of Mitsubishi Electric on a consolidated basis calculated in accordance with IFRS.

(Note 5) Mitsubishi Electric adopts IFRS. “Ordinary profit” is omitted since there is no corresponding item.

(Note 6) For KITA KOUDENSHA, “sharcholders’ equity per share”” and “net profit attributable to sharcholders”

respectively represents the amounts of “net asset value per share’” and “net profit or loss.”

5. Status After the Share Exchange

Wholly owning parent company resulting from the share exchange
() Company name Mitsubishi Electric Corporation
2 Address 2-7-3, Marunouchi, Chiyoda-ku, Tokyo, Japan
(3)  Name and title of the representative | Kei Uruma, President & CEO
(4)  Business overview Development, manufacturing and sales of products and services related to
infrastructure, industry and mobility, life and business platform
&) Capital 175,820 million yen
(6)  Fiscal yearend March 31
(7)  Netassets Has not been finalized at present.
(8)  Total assets Has not been finalized at present.

6. Overview of the Accounting Process
The Share Exchange will constitute an acquisition under the accounting standards for business combinations based
on IFRS, and goodwill (or negative goodwill) is expected to be generated in Mitsubishi Electric’s consolidated financial
statements. The anticipated amount of goodwill (or negative goodwill) to be generated is expected to be minor, but has

it has not been determined at present.

7. Future Outlook
As a result of the Share Exchange, KITA KOUDENSHA, an equity method affiliate of Mitsubishi Electric, is
expected to become a consolidated subsidiary of Mitsubishi Electric. The impact of the Share Exchange on the
consolidated financial results of Mitsubishi Electric is expected to be minimal at present. In addition, after the effective
date of the Share Exchange, Mitsubishi Electric will provide financial support to KITA KOUDENSHA through group
finance, and will consider all options that will contribute to the maintenance and enhancement of the corporate value of
KITA KOUDENSHA and Mitsubishi Electric.

8. Other Matters

KITA KOUDENSHA resolved at the Board of Directors’ meeting held today that it would not pay year-end
dividends for the fiscal year ending March 31, 2024, subject to the Share Exchange becoming effective. Please refer to
“Notification of Revision to Dividend Forecast (No Dividend) and Abolition of Benefit Program for Shareholders ™
published by KITA KOUDENSHA today for further details. In addition, KITA KOUDENSHA resolved at the Board
of Directors’ meeting held today to dispose of capital surplus that was transferred from other capital surplus that will
increase due to a decrease in the amount of capital and capital reserve and a decrease in said capital and capital reserve
to retained earnings to compensate for a deficit with an effective date of March 29, 2024. Please refer to “Notification
of Reduction of Capital and Capital Reserve and Disposal of Capital Surplus” published by KITA KOUDENSHA

today for further details.
END
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(Reference) Consolidated eamings forecast for the current fiscal year and consolidated results for the previous fiscal year

Mitsubishi Electric (consolidated earnings forecast for the current fiscal year refers to those announced on October 31,2023)

(in million yen)
. Profit before income | Profit attributable to
Revenue Operatlng pI'Oﬁt taxes owners of parent

Earnings forecast for the
current fiscal year 5,200,000 330,000 355,000 260,000
(fiscal year ending
March 31,2024)
Results for the previous
fiscal year 5,003,694 262,352 292,179 213,908
(fiscal year ended
March 31,2023)

(Note 1) Consolidated earnings forecasts for the full fiscal year have been prepared in accordance with IFRS.

KITA KOUDENSHA (earnings forecast for the current fiscal year refers to those announced on November 10, 2023)

(in million yen)
. . Profit attributable to
Revenue Operating profit Ordinary profit T e

Earnings forecast for the
current fiscal year 12,800 360 210 670
(fiscal year ending
March 31,2024)
Results for the previous
fiscal year
(fiscal year ended 13,302 (2,059) (2,064) (2,881)
March 31,2023)
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This press release contains information that constitute ““forward-looking statements™ regarding the conclusion of the Share
Exchange Agreement for Mitsubishi Electric to make KITA KOUDENSHA a wholly owned subsidiary and the results thereof.
Statements herein other than those relating to past or current facts may constitute such forward-looking statements. These forward-
looking statements are based on the assumptions and judgments of the two companies in light of the information currently available
to them, and involve among other things, known and unknown risks, uncertainties and other factors. Due to such factors, it is
possible that actual results may significantly differ from the projections on earnings, business results, financial positions and the
like of both or either one of the two companies (or the group after the Share Exchange) as expressly or implicitly described in any
forward-looking statements. Furthermore, neither of the two companies is obligated to update and disclose the forward-looking
statements after the date of this press release. Investors are advised to refer to further disclosures to be made by the two companies
in Japan or through the filings with the U.S. Securities and Exchange Commission.

Examples of the risks, uncertainties and other factors described above include, but are not limited to, the following;

(1) global economic and social conditions, and trends in regulations, tax systems, and other laws and regulations;

(2) exchange rate;

(3) stock prices;

(4) funding environment;

(5) product supply and demand conditions and the procurement environment for parts and materials;

(6) establishment and licensing of important patents, and patent-related disputes, etc.;

(7) litigations and other legal proceedings;

(8) problems related to the quality, flaws, defects, etc. of products and services;

(9) laws, regulations and issues related to the global environment (climate-related measures, etc.);

(10) laws, regulations and issues related to human rights;

(11) rapid technological innovation and the development, manufacture and launch timing of products using new technologies;

(12) business restructuring;

(13) information security;

(14) large-scale disasters such as earthquakes, tsunamis, typhoons, volcanic eruptions, and fires;

(15) increasing geopolitical risks and social, economic and political turmoil caused by war;, conflict, terrorism, etc.;

(16) social, economic, and political turmoil caused by epidemics of infectious diseases;

(17) important matters concerning Mitsubishi Electric officers, major shareholders, subsidiaries and affiliated companies, etc.;

(18) the Share Exchange unable to be implemented or the method, content, etc. of the Share Exchange being changed due to

the absence of performance of necessary procedures including approval by the general meeting of shareholders pertaining
to the Share Exchange Agreement, or other reasons;

(19) significant impact on funding plans due to an increase, etc. in the solar power station construction work costs;

(20) the status of the procedures for the examination, etc. of the relevant authorities concerning the Share Exchange, or the

necessary approval, etc. of the relevant authorities unable to be obtained; and

(21) difficulties in realizing or infeasibility in the synergies or integration effects within the group after the Share Exchange.

33




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /All

  /Binding /Left

  /CalGrayProfile (Gray Gamma 2.2)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.6

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo false

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Remove

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.40

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.40

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create high quality Adobe PDF documents suitable for a delightful viewing experience and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 7.0 and later.)

    /JPN <>

  >>

>> setdistillerparams

<<

  /HWResolution [300 300]

  /PageSize [612.000 792.000]

>> setpagedevice



