Auzust 27, 2002

Share Exchange of Eamasaki Heawy Industries and NIPPI Corporation

Eawasald Heavy Industries, Ltd. (hereinafter, EHI), and NIFFI Corporation (hereinafter, NIPPL
are pleased to announce that, upon the resclutions adopted at their respectlve Board of
Directors meetings held today, both companies hawe entered into a Share Exchange Agreement,
to transform NIFPI into a whoelly owned subsidiary (100% share ownership) of EHL

Details of the Share Exchanse
1. Obpectives of the Share Exchange

In 1964, EHI and NIPFI concluded a memorandum regarding an operating alliance, and, in 1970,
to further strengthen this alliance, EHI inwested in the shares of NIPFL Subsequently, EHI and
NIPFI (hereinafter, the Twoe Companies) have worked closely together in the asrospace industry.

In recent vears, EHI has positioned aerospace as one of s core husinesses and is allocating
resources to this business field on a pricrity basiz, while alse actively pursuing new husiness
program s inthe asrospace field and working to expand these activities, Onthe other hand, NIPFI
has developed its operations through the pursult of activities focused on the asrospace husiness
that hawve ranged from mamifacturing parts for arcraft fuselases and space satellites to the
maintenance of aerrospace equipment.

The Two Companies play an important role among the top five companies in Japan’s aircraft
industry., However, locking to the future, the Two Comparies have decided that the best cowurse
of action to enable them to make dynamic leaps forward In thelr development is to further
specialize n thelr respective fields of strensth, to differentiate thelr products and services, and
to draw on the comprebensive capabilities of the EHI Group by sharing the resources that are
necessary to the further dewelopment of thelr respective aercospace business operations,
including technology, kmow—how, and manufacturing facilities. Accordingly, the Two Companies
reached agreement to conduct the share exchanse described herein

2. Terms and Conditions of Share Fxchange

(1) Scheduls

Sugust 27, 2002 Board of Directors of both companies approwe
the Share Exchange Asreement

Sugust 27, 2002 oigning of the Share Hxchange Asreement

December 2002 (plarmed) Approval of the Share Exchange Asreement at
NIFFI's shareholders” meeting

April 1, 2003 (planmed) Share Exchange




Under the provizsions of Article 358 of the Commercial Code of Japan (regarding Simplified Share
Exchanges), a wote by the Meeting of Shareholders of EHI to approve the Share Fxchange
Azreement has not been scheduled.

{2} Share Exchange Ratio
At the request of EHI, Nomura Securities Co., Ltd. (hereinafter, Nomura Securities), and,
at the request of NIPPI, Global Manhagement Directions Limited (hereinafter, GMDD
computed the ratios for the Share Bxchange. EHI and NIFFI hawe held discussions, making
reference to these computations, and the following ratio for the Share Bxchange was agreed

UpoLL
EHI NIFFI
(Parent company) (OWholly amned subsidiary)
Hxchange Eatlo 1 1.40
Notes:

i1) Share Exchange Ratio
For each share of NIPFI, 1.40 shares of EHI stoclk will be distributed to holders of NIFFI
shares. However, no shares will be distributed for the shares of NIPFI held by EHI
(13,043,363  shares).

(i1 Methods and Basis of Computation by Third—Party [nstitutions

Nomura Securities based its analysizs regarding EHI on the averagse stock market price
method and the DCF method (discounted cash flow method). Regarding NIFFI, Nomura
cecwrities based its analysis on the averase stock market price method, the DCF method,
and a comparizon with comparable companies method. Thersupon, Nomura Securities
calculated the ratios for the Share Exchange taking into overall account the results of
computations made under these methods.

MWD conducted its analysis regarding EHI and NIPFI based on the market price methed,
the DCH method, and the adnsted net asset walue method, Thereupon, GMDE computed the

ratios for the Share Bxchange taking into owverall account the results of computations made
under these methods.

(111) Number of Shares of EHI Stock to be issued at the time of the Share Exchange:
Commen shares: 52,796,556

(iv) Starting date for computation of cash dividends on the new shares: April 1, 2003

(3) Payments accompanying the Share Exchange
Mo monetary payments will be made in connection with the Share BExchangse.



3. Profil= of the Two Companies Under Shoare Frchange

(As of Manch 31, 2002)

Trade Name

Eawasalkd Heawy Industries, Lid
(Pamtcc:m}:ﬂw}

NIFFI Comporation
(\Wholy cwred subsiciary)

Eusiress Lines

Manfactirie, sdkes, ete., of the flowins
pmdhacts and thelr parts: ships and nawval vessls,
rolire stocks, ol ergiresrig and construction
machivery, crushie phnts, aincraft, Bt engines,
gas hubres, prime movers, precdsion machiery,
plant engineering and nchstrial equipment, bier

Mamfactiring  of abcrat (nchding  parts),
mahtenance  and  modification  of  aincraft,
marnfa-huring of melet parts and space equipment,
target systems, manfachrie of nondesthucthe
irnspection systems ard rohustrial fans, ete.

plants, emiconmental corteel phnts,  steel
struchures, motorcyckes, dustrial robots, ete.
Date of . Octoker 15, 1896 hay 2, 1949
[ncorperation
Head COffios Chuo=iny, Eobe, Hyogo Eanseamar-iol, Yolkohama, Kanagama
Fepresentative Masamoto Tazald, President Yoshimasa Tanaka, Presicent
Capital Stock ¥51,426 million ¥65,048 milion
Sheres ksved] 1,350 555,000 shares 50,755,000 shaes
shaehoHers S .
Equity ¥142, 208 million #17 611 million
Total Assets ¥1,017,272 million ¥35 860 milion
Financid
hiarch 31 March 31
Chdrg Date
No. of Emploees 14,067 1,274
FPrivate oompanies n the mamfacturlg and | Japan Defense Agency, Fawasald Heavy Industries,
Major Customers nenmanfachurg ssctors 1 ppan and overseas | Lid., Migsubishi Heavy Industries, Ltd, U.5 Nawy
and govermment agences in Japan, and others
Japan Trustee Services Banlg, Lt Fawasaki Heavy Industries, Licd 25, T0%
(Trust Aocowrt) 5.04% | Japan Alrlnes 6.54%
hizuho Trust Retiement Berefit Trust, Tre Dai<chi Mutual Lie hsurance
Majr Shareholders| DEB  Account, FRetrustee: Trust & Company (Standing Prowy: Trust &
and Shareholdings | Custedy Services Banle, Ltd 4.34% | Custody Services Banlk, Ltd.) 4,97%
Nippon Lie Insurance Comparty 4,12% | The Dai-lchi Eangye Bank, Limited
The Tolde Marke amd Fie hswance (Standing Prowy: Trust & Custody
Co, Ll 3.68% | Services Banle, Ltd) 4, 32%
Major Barles The DaiIchi Kargyo Banle, Limited The Dat-lchi Eargyo Barde, Limited

Sumitems Mtsul Banldrg Comoration

The Chuo Misui Tnast and Bankdrg Comparey,

The Incustrial Banke of Japan, Limied [ imiiter
The Bank of Tolge—htsubishl, L Sumitomo Mitsul Bankire Comoratibn
The Bark of Yolohama
Tie  Relationshi Capital relationship EHI owms shares i NIPFI (25,700 of the outstanding shawes of NIFFI)
Estween the Two | FErscnnel elationship Fowr former emplyee s of EHI hawe become megularemplayess of NIFFI
Companies Transaction relationship Buyirg and selirg of products and parts

MNote: The Datdchi Fangyo Bank, Limited, The Industrial Banke of Japan, Limited, and The Fuj Bank, Limited, consclidated thelr
activities on April 1, 2002, to become Miuho Bankg, Lid, and Meuho Corporate Banle, Licl



4. Financial Results (for the most recent three fiscal years)

< Non—consolidated == (in millions of ven, except per share amounts)
Eawazald Heavy Industries, Ltd NIFFI Corporation
(Parent company) (Wholly owned subsidiary)
Fiscal ¥ ded March March barch March March March
leeal reare 2000 2001 2002 2000 2001 2002
Net sales 044 770 | 850,801 | S14,61F 25,434 22 044 | 27,597
Operating income (loss) (5,750 (2 STR) 25,258 1,073 Hod 1,432
Recurring income (lozs) (22 (2R (3,506) 12,021 A28 T73 1,242
Net income {loss) (16,4880 |  (12,663) 7063 506 312 163
Net income (loss) per
(11.85) (0,100 5,55 T.61 .16 3.32
share (yen)
Cash dividends per share _ _ _ = 00 5 00 = 00
(yen)
Sharcholders’ equity per 101.62 10177 102.26 349,02 34053 | 347.06
share (yen)

0. Changes after the Share Bxchange

(1) The names, lines of business, location of the head offices of the companies
be made after the Share Exchange

(2) Capital Stock and Capital Surplus of EHI

(1) Capital Stock : No Increase in Capital Stock

(i) Capital surplus:

: Mo changes will

The increase in capital swrplas will be computed by multiplying the wvalue of net assets of
NIPFI on the date of the Share Exchange by the ratio of the shares of EHI transferred as
a result of the Share Bxchange to the total mumber of NIPPI shares outstanding.

(3) Effects on the Financial Statements of EHI

MIFFI is an affiliated company of EHI accounted for by the equity method, buat, as a result of
the Share Bxchange, NIPPI will become a fully consolidated subsidiary of EHI for the fiscal
vear ending MMarch 31, 2004, There will be no effects on the financial statements for the
current fiscal year.

Mote that the consolidated net sales of the Aerospace Business Segment of EHI are
expected to ncrease approximately 10% as a result of the consolidation of the net zales of
MNIFFIL.
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