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Overview of H-E Parts International HITACHI
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& HE PARTS
& INTERNATIONAL

Business Provides service solutions for mining / Acquisition Ownership 100%
Description construction machines and develops, .
manufactures and sales aftermarket parts SiEpiEe VElE SISl ZA
Key Dates Board Resolution: Dec 21, 2016
E McBrayer ’

CEO Steve McBraye Agreement: Dec 21, 2016
Headquarters Atlanta (USA) Closing: Dec 21, 2016

Countries Australia, USA, Chile, Canada, et al.

i ) Seller H-E Parts Investors LLC (SPC owned
Foundation 2006 (commencement of business) by Frontenac and Champ Ventures)
Employees approx. 750
Financial Overview® Overview of Seller
(IPYbn) mem Revenue —@—EBITDA Margin Frontenac = US-based PE fund established in 1971

33.0 8.8 20.0% = Focus on food, services and industrials

28.0 : = Invests in mid-sized companies

23.0 15.0%

18.0 10.0%

13.0 0.0% Champ = Australia-based PE fund established in 1987
8.0 .y Ventures = Invests in a broad range of companies from
30 ek seed stage to later stage

(2.0) SOL3A S0L4A SOL5A 2016E 0.0% = |nvests in mid-sized companies

(1) Consolidated base, exchange rate of USD/JPY:115.0, AUD/JPY:85.0
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Strategy To Strengthen HCM’s Value Chain HIACH]
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Total addressable market will double in size through the development of the entire
value chain

Market Size of Core Product Group in Construction & Mining Machinery
@ US$1=JPY120 in 2014

Fm——————— o Increasing competition in
product lineup
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_§ m Mining SHs Increase revenue and Enter business of
— Mining Dump profitability through value client operations
g, Trucks chain expansion with core enhancement using
g . SHs products (e.g. shovels) loT
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o lﬂ Mini SHs !

New Equipment Sales Used Rented Parts & Services Client Operations Enhancement

Broadening of “Business Portfolio”

(1) Mining shovels, mining RDTs, mini shovels, wheel loaders, medium-sized shovels
Source: Off-Highway, Freedonia, Company Reports, IRN, Expert Interview, Team Analysis, Parkerbay, Capital 1Q
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Future Growth Outlook
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The acquisition of H-E Parts will enable HCM to provide comprehensive solutions for

client productivity enhancements, as well as develop a stronger aftermarket services

business with H-E Parts as its core parts and services provider

Growth Strategy

Operation
Services

Software
& loT

Value Chain

Service

Parts

Hardware

HCM Strategic Field

Mining Companies &

Operators

Geological modeling = Maintenance planning

companies ’ companies

Mine planning v\) Wenco = Asset management

companies companies

Field monitoring

companies Fleet Management
AN e A}
{ Business strengthened by the acquisition of !
1 . 1
: &HE PARTS :
i ® INTERNATIONAL '
1 g o . ]
\ A provider of services solutions ]

---------------------------------------------

Business devélopment through
enhancem@nt ofyvalue chain

Accumulate operating know-how
and data by forming alliances with
operators (including mining
companies)

Provide solutions for productivity
enhancements using loT

Reinforce 10T capability with
Wenco (the #1 fleet management
company) as a base

Improve productivity (including
planning) based on data
integration

Extraction &
transportation

"k

-

Surface mining
field operations

HITACHI
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Hardware Supplier
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Accumulation &
crushing

_

= Reinforce se

acquiring service providers in a
fragmented market, saturated
with many small-scale suppliers

es business by




Transaction Rationale
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U Demand for mining equipment is recovering
» Growth market in the medium to long-term

U Increase in customers’ needs driven by
improvements in safety and productivity as well
as decreases in life-cycle cost

» Market participants are differentiated by
providing value added solutions to
customers’ challenges

U Innovation led by ICT-1oT at production &
operating site

(M Metric t: Coal, Iron Ore)
10,000

Coal ==¥=Iron Ore Copper

7,500

5,000

Global Production of Coal, Iron Ore & Copper®

2,500 W 5000
=== e

Strategic Rationale of the Acquisition

U Grow solutions business and establish a
leading position in the aftermarket services
segment by leveraging H-E Parts’ platform

U Strengthen distribution network by utilizing
sales and services network of H-E Parts

U Enhancement of our value chain through
gaining access to the aftermarket services,
remanufactured parts, and non-genuine parts
markets

U Effective use of remanufacturing / rebuilding
facilities

(K Metric t: Copper)
20,000

15,000

10,000

96 97 98 99 00 01 02 '03 '04

(1) HCM research
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H-E Parts Operating Segments i
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Mining Solutions 59% of Total Revenue Crushing Solutions 28% of Total Revenue

= Comprehensive aftermarket solutions for mobile | = Aftermarket services & parts for crushing
mining equipment including haul trucks, shovels equipment as well as on-site and off-site
and dozers services & repairs

= Maintenance and repair services and alternative = Services to design, evaluate and optimize to
parts for major makes and models reduce costs and increase productivity

= Largest global footprint and broadest product = Innovative computer modelling and scanning
coverage of any non-OEM for application-specific crushing machines

= Customize parts to meet clients’ demands

= Products and Services Offered: = Products and Services Offered:
General Parts « Clutch & Brakes . Crusher Parts
Drive Systems « Hydraulics » Wear Plates

Cooling Systems

Engine Solutions

= Comprehensive, high-horsepower diesel
engine remanufacturing solutions

= Parts and rebuilds for diesel engines ranging
from 1,500 to 4,000 horsepower

= Provide rebuilding services using customized [

7% of Total Revenue

= Comprehensive undercarriage parts
and ground engagement tools (G.E.T.)
for mobile construction equipment

= In-house designing and engineering to
lower the total cost of undercarriage

6% of Total Revenue Construction
e

parts and components, which boast the and G.E.T.
industry's lowest failure rates and superior
engine performance
= Products and Services Offered: = Products and Services Offered:
Camshaft Machining . Cylinder Block Machining = Undercarriage for construction
Dyno Testing -~ Magnaflux « G.E.T. (Grou_nd Engaging Tools)
Crankshafts Machining for construction

Note: Revenue share for FY2015
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Revenue Breakdown HITACHI
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Engine Solution Others
Construction 6% 10%

Machinery Canada
7% 6%
Chile
13%
Crushing Solution
28% Mining Solution
59%

Australia
44%

USA
27%

Fabrication / Other
Other Gold Siz\{;ce 1%
(]
Qil Sand
3%
Aggregate After Parts
2% Solution
) Copper 48%
Construction 17%
8%
Remanufacturing
/ Rebuilding

Coking Coal 37%

10% Iron Ore

Thermal Coal 13%

10%
Note: Revenue share for FY2015
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Global Footprint HITACHI
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Headquartered in Atlanta with operations throughout the Americas and
Australia

Oil Sands
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* Atlanta, GA . Engineering Centers (7) . Workshops (22) . Remanufacturing Facilities (6) . Warehouses (26)

© Hitachi Construction Machinery Co., Ltd. 2016. All rights reserved. 7



Synergies with H-E Parts

@ Access to On-Site Operating Machines

» Access to H-E Parts’ existing clients presents significant business
opportunities

» Obtaining access to long-term operating machines

» Selling opportunity of H-E Parts’ original compatible parts

O@ Access to Services Market

* Rebuilding / remanufacturing engines

‘S.},) AN Expansion of Mining Parts Offering

» Rebuilding and remanufacturing engines as
well as processing services

 Differentiation through upgraded parts
@ Collaboration with Wenco System

Current

Business Si} Distribution and Services Network

HITACHI « Utilization of distribution and services
network of H-E Parts

HITACHI
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