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1. Consolidated Financial Results for the Fiscal YedEnded February 28, 2017 (March 1, 2016 February 28, 2017)

(1) Consolidated results of operations

(Percentages represent year-on-year changes)

Fiscal year ended Feb. 29, 2016:

L . . Profit attributable tc
Net sales Operating income Ordinary incomge owners of parel
Million yen % Million yen % Million yen % Million yen %
Fiscal year ended Feb. 28, 2017 21,16411.2 2,041 51.6 2,097| 50.4 1,064| 10.7
Fiscal year ended Feb. 29, 2016 19,027 9.2 1,346 17.1 1,394| 11.6 961| 38.1
Note: Comprehensive income Fiscal year ended Ral2@17: 937 million yen (up 17.4%)

798 million y@own

21.7%)

Net income pe Diluted net .. | Ordinary income|Opeiating income
shart i income per sha Return on equity on totgl asse pon negt] sale
Yen Yen % % %
Fiscal year ended Feb. 28, 2017 61|72 - 9.0 11.6 9.6
Fiscal year ended Feb. 29, 2016 55|74 - 8.5 8.1 7.1
Reference: Equity in earnings of affiliates Fispadr ended Feb. 28, 2017: - million yen
Fiscal year ended Feb. 29, 2016: - million yen

The Company conducted a 2-for-1 common stock split¥larch 1, 2016. The net income per share has t¢edenlated as if this
stock split had taken place at the beginning ofptleious fiscal year.

(2) Consolidated financial position

Total assets Net assets Equity ratio Net assetshaee

Million yen Million yen % Yen

As of Feb. 28, 2017 19,101 12,185 63.8 706.62

As of Feb. 29, 2016 17,206 11,529 67.0 668.57
Reference: Equity capital As of Feb. 28, 2017:  &3,fillion yen As of Feb. 29, 2016: 11,529 milligan

The Company conducted a 2-for-1 common stock spli¥larch 1, 2016. The net assets per share havedaémilated as if this
stock split had taken place at the beginning ofptfleious fiscal year.

(3) Consolidated cash flows

Cash flows fron Cash flows fron Cash flows fromr | Cash and cash equivale!
operating activitie | investing activitie financing activitie at end of the peric
Million yen Million yen Million yen Million yen
Fiscal year ended Feb. 28, 2017 3,605 (351) 277) 6,982
Fiscal year ended Feb. 29, 2016 290 (432) (331) 4,042
2. Dividends
Dividend per share Total Dividend Dividend on
L payout ratio equity
1Q-end| 2Q-end| 3Q-end|Year-end Total dividends (consolidatec | (consolidatec
Yen Yen Yen Yen Yen Million yen % %
Fiscal year ended Feb. 29, 2016 - 0.00 - 25.00 25.00 215 22.4 1.9
Fiscal year ended Feb. 28, 2017 - 0.00 - 20.00 20.00 344 32.4 2.9
Fiscal year ending Feb. 28, 2018
(forecast) - 0.00 - 20.00| 20.00

Breakdown of the year-end dividend for the fiscadwyended Feb. 28, 2017: Ordinary dividends: 1%eB0

Commemorative dividends: 5.00 yen

The Company conducted a 2-for-1 common stock split¥larch 1, 2016. The dividend per share for thedli year ended Feb. 28,
2017 has been adjusted to reflect the stock §piibr to this adjustment, the dividend was 40 yenghare, comprising an ordinary
dividend of 30 yen and a commemorative dividend®fen.

3. Consolidated Forecast for the Fiscal Year Endingébruary 28, 2018 (March 1, 2017 — February 28, 2018)
(Percentages represent year-on-year changes)

Profit attributable

tc Net income pe

Net sales Operating income Ordinary income
owners of parel share
Million yen % Million yen % Million yen % Million yen % Yen
First half 9,000 2.7 600 | (12.7) 600 | (15.4) 400| 30.6 23.20
Full year 21,000 (0.8) 2,100 2.9 2,100 0.1 1,400 315 81.19




* Notes
(1) Changes in significant subsidiaries duringpbaod (changes in specified subsidiaries resultinthanges in scope
of consolidation): None

Newly added: - Excluded: -

(2) Changes in accounting policies and accountaget estimates, and restatements

1) Changes in accounting policies due to revisinreccounting standards, others: Yes
2) Changes in accounting policies other than 1yabo None
3) Changes in accounting-based estimates: None
4) Restatements: None

Note: Please refer to page 20 “5. Consolidatedrfeiia Statements (5) Notes to Consolidated FindiStatements (Changes in
Accounting Policies)” for detalils.

(3) Number of outstanding shares (common stock)

1) Number of shares outstanding at the end opénsd (including treasury shares)
As of Feb. 28, 2017: 18,400,000 shares As of E8p2016:

2) Number of treasury shares at the end of thieger
As of Feb. 28, 2017: 1,155,478 shares

3) Average number of shares outstanding duringénisd
Fiscal year ended Feb. 28, 2017: 17,244,534 share Fiscal year ended Feb. 29, 2016: 17,244,556 share

The Company conducted a 2-for-1 common stock splitlarch 1, 2016. The number of outstanding sh@@smon stock)
has been calculated as if this stock split hadrtgdtace at the beginning of the previous fiscakyea

18,400,000 shares

As of Fep2016: 1,155,444 shares

Reference: Summary of Non-consolidated Financial Ralts
Non-consolidated Financial Results for the Fiscal Ye&nded February 28, 2017 (March 1, 2016 — February& 2017)
(1) Non-consolidated results of operations (Percentages represent year-on-year changes)

Net sales Operating income Ordinary income Netrimeo
Million yen % Million yen % Million yen % Million yen %
Fiscal year ended Feb. 28, 2017 15,696| 14.2 1,537 40.2 1,752 35.9 852 21.7
Fiscal year ended Feb. 29, 2016 13,741 2.8 1,096 (2.7) 1,289| (3.6) 700 13.9

Net income per share Diluted net income per share
Yen Yen
Fiscal year ended Feb. 28, 2017 49.46 -
Fiscal year ended Feb. 29, 2016 40.64 -

The Company conducted a 2-for-1 common stock spliMarch 1, 2016. The net income per share has t&lenlated as if this
stock split had taken place at the beginning ofptexious fiscal year.

(2) Non-consolidated financial position

Total assets Net assets Equity ratio Net assetshaee

Million yen Million yen % Yen
As of Feb. 28, 2017 16,948 11,361 67.0 658.82
As of Feb. 29, 2016 15,539 10,707 68.9 620.90
Reference: Shareholders’ equity As of Feb. 28, 2017,361 million yen As of Feb. 29, 2016:  10,70Tiom yen

The Company conducted a 2-for-1 common stock splitlarch 1, 2016. The net assets per share havechémilated as if this
stock split had taken place at the beginning ofptleious fiscal year.

The current financial report is not subject to &lnelit procedures.

Cautionary statement with respect to forecastsitoiré performance and other special items
The Company conducted a 2-for-1 common stock splitlarch 1, 2016.
Forecasts regarding future performance in thesenmé are based on certain assumptions judged v@lid and information
currently available to the Company. Actual perfonecemay differ significantly from these forecasisd number of reasons.
Please refer to “1. Analysis of Results of Operatiand Financial Position, (1) Analysis of Resaft®©perations” on page 2
of the attachments regarding preconditions or athlated matters for forecasts shown above.
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1. Analysis of Results of Operations and FinancidPosition
(1) Analysis of Results of Operations

The slow recovery of Japan’s economy continuednduthe fiscal year ended on February 28, 2017 tedlait

corporate earnings as the yen strengthened in mespto uncertainty about the overseas economy dimee
beginning of 2016. One reason was the outlook fiaxcavery in earnings at Japanese companies aotlae began
to appreciate and the yen weakened following theeltber U.S. presidential election. This is a reftect of the

outlook for higher U.S. government spending by Twamp administration as well as the increasingedéhce

between interest rates in Japan and the Unitee<Séest U.S. interest rates move up.

The pharmaceutical industry, which is the primasyree of demand for Freund Group products, has beaning

more slowly, mainly in industrialized countries. U3as include more Japanese government actionsidodoa/n

healthcare expenditures, such as national headtiramce drug price revisions and measures to isertdee use of
generic drugs, as well as the rising cost of R&M[ &imgher risks associated with the developmenteat nlrugs.
Consequently, the focus of attention in the phaeuécal industry is shifting to emerging countries.

The Freund Group has developed innovative new mtsdand worked on precisely targeting customergdse
Group companies also aggressively pursued oppdigann new business fields.

Net sales increased 11.2% year-over-year to 21ndiBibn yen, operating income increased 51.6% @42, million
yen, ordinary income was up 50.4% to 2,097 milly@m, and profit attributable to owners of parertréased 10.7%
to 1,064 million yen.

In 2016, consolidated subsidiaries Freund-VectorpGation and Freund-Turbo Corporation changedethé of
their fiscal years from December 31 to the end @brary. As a result, consolidated results of ojp@ma for the
fiscal year that ended on February 28, 2017 incthéel4-month period from January 1, 2016 to Felyr@8, 2017
for these two companies.

Please refer to page 18 “(5) Notes to Consolid&tiéncial Statements (Significant Accounting P@scin the
Preparation of Consolidated Financial Statementg)stal year of consolidated subsidiaries” foradlst

Results by business segment were as follows.

Machinery Business Segment

In the machinery sector, where granulating andiogadevices are the main products, sales and dpgratcome
increased as orders remained strong because tHrtfeevolume of capital expenditures in the gendriq industry.

At U.S. subsidiary Freund-Vector Corporation, saeas operating income increased because of graw#alies in
North America.

At Freund-Turbo Corporation, where milling devic® the core product, sales increased because déuhch of
new products and measures to build a more powérdsiness infrastructure. However, operating incan¢his
company declined because of higher expenses feppeel and developing new products.

As a result, net sales rose 14.4% year-over-ye&d®14 million yen and segment profit increased %to 1,750
million yen.

Chemicals Business Segment

Sales and operating income of functional excipierstsd in oral pharmaceuticals were higher mainabee sales
remained strong, primarily for use in generic drugs

Sales and operating income of food preservativeewdewn despite aggressive marketing efforts becafibeated
competition.

Sales of dietary supplements that incorporate Rfsutechnologies were higher but there was no caaing
operating income because of growth in sales of yetsdwith a small profit margin.

As a result, net sales rose 4.3% year-over-yed, 249 million yen and segment profit increased %11 748
million yen.
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Note: From the first quarter of the current fisgaar, the Company has modified the English terithefbusiness
segment formerly titled “Chemical and Food Busiriéss’‘Chemicals Business.” The content and Japanese
term of the business segment remain the same.

In the fiscal year ending on February 28, 2018,dh#ook is for Japan’s economy to recover slowdycarporate
earnings, jobs and household income improve. Oasrdbere is uncertainty about upcoming U.S. padias well
as about the outlook for Europe, where there vélpbesidential and other major elections. Thesatsvaay have a
negative impact on Japan’s economy. As a reswdtpfierating environment is expected to remain uacer

In March 2017, the Freund Group started the Sevbmtium-term Management Plan, which covers the-figar
period ending on February 28, 2022. The plan idezed on “Values” and has the central theme of “Greund.”
Workforce training programs and strengthening pobdand technology development capabilities are ¢wals of
this plan. In addition, the plan calls for expangioperations on a global scale even faster whilesynog more
synergies among business units and group companies.

Based on these strategies, we expect sales tnddnyi 0.8% year-over-year to 21,000 million yend aperating
income, ordinary income, and profit attributableawners of parent to rise by 2.9%, 0.1% and 31.56%,100
million yen, 2,100 million yen, and 1,400 millioren, respectively. For the performance of foreigbhssdiaries, we
assume average foreign exchange rates of 110 yie 1d.S. dollar during the fiscal year.

(2) Analysis of Financial Position
a. Assets, liabilities and net assets

Assets increased 1,894 million yen over the enthefprevious fiscal year to 19,101 million yen la¢ &nd of the
fiscal year under review. This mainly reflectedrigeses in cash and deposits of 2,940 million yed, sork in
process of 201 million yen while there was a deseda notes and accounts receivable-trade of In#ibi@n yen.

Liabilities increased 1,238 million yen from thedeof the previous fiscal year to 6,916 million yanthe end of the
fiscal year under review. This mainly reflectedriggses in notes and accounts payable-trade of 388myen,
income taxes payable of 412 million yen, and adeaneceived of 543 million yen.

Net assets increased 656 million yen over the drideoprevious fiscal year to 12,185 million yentla¢ end of the
fiscal year under review. This mainly reflectediacrease in retained earnings of 771 million yenlevthere was a
decrease in foreign currency translation adjustro€AB2 million yen.

b. Cash flows

The balance of cash and cash equivalents at thefeth@ fiscal year under review was 6,982 milligan, up 2,940
million yen over the end of the previous fiscal y&his compares with a decrease of 505 million yethe previous
fiscal year).

The cash flow components during the fiscal year thednain reasons for changes are as described.belo

Cash flows from operating activities

Net cash provided by operating activities was 3,680fion yen (up 1,142.5% year-over-year). Althouthiere were
negative factors including an increase in inver®f 382 million yen and income taxes paid of 24iBion yen,
there were positive factors including profit befareome taxes of 1,783 million yen, a decrease otes and
accounts receivable-trade of 1,243 million yard increases in advances received of 571 millemand notes and
accounts payable-trade of 409 million yen.

Cash flows from investing activities

Net cash used in investing activities was 351 onilliyen (down 18.7% year-over-year). Although thesmre
positive factors including proceeds from cancedlatof insurance funds of 38 million yen, proceeds sales of
property, plant and equipment of 37 million yenpgeeds from collection of guarantee deposits om8Ron yen,
and proceeds from sales of investment securitie@Qfmillion yen, there were negative factors indhgdthe



payment for the purchase of property, plant andmngent of 474 million yen.

Cash flows from financing activities

Freund Corporation (6312) Financial Results for AY2

Net cash used in financing activities was 277 wrllyen (down 16.3% year-over-year). This was maihé result

of cash dividends paid of 215 million yen and rapawnts of lease obligations of 61 million yen.

Reference: Trends in cash flow indicators

FY2/14 FY2/15 FY2/16 FY2/17
Shareholders’ equity ratio (%) 65(8 63.6 67.0 63.8
Shareholders’ equity ratio based on market valug (% 65.6 61.9 101.4 135.1
Interest-bearing debt to cash flow ratio (%) 20.0 21.7 41.0 1.6
Interest coverage ratio (times) 252.5 179.7 77.3 1,360.1

Notes: Shareholders’ equity ratio = Shareholdegsity / Total assets
Shareholders’ equity ratio based on market vallarket capitalization / Total assets
Interest-bearing debt to cash flow ratio = Intedgsaring debt / Cash flows
Interest coverage ratio = Cash flows / Interestnpayts

* All indices are calculated based on consoliddigdres.

* Market capitalization is calculated based onlaenber of shares outstanding (excluding treasuayest).

* Interest-bearing debt includes all debt on thesmidated balance sheet that incur interest.

* Cash flows and interest payments are taken frbimt‘cash provided by (used in) operating activitesd “Interest
expenses paid” on the consolidated statement &f ft@ws, respectively.

(3) Basic Policy for Profit Distribution, and Dividends in the Current and Next Fiscal Years

Maximizing shareholder value is the highest priomf the Freund. The policy is to use the beneditshigher
shareholder value for earnings distributions torshalders while retaining earnings for making thempany
stronger in order to adapt swiftly and properlychanges in the operating environment.

The basic policy for the distribution of earningstd make distributions based on results of opamati The target
for the annual consolidated dividend payout ragi8@0%. We seek to maintain a stable distributiofemaking into

account the need for retained earnings in orddsuitd a stronger base of operations and take axt@med at
growth.

For the fiscal year that ended on February 29, 2tHére was a dividend of 25 yen per share. Thaleihd was
12.50 yen per share after adjusting for the 2-fstekk split on March 1, 2016.

For the fiscal year that ended on February 28, 20&7plan to increase the ordinary dividend to &5 per share
(equivalent to 30 yen prior to the stock split) ggay a 5 yen commemorative dividend for the 20thiarsary of
Freund’s initial stock listing. This will result ia fiscal year dividend of 20 yen per share (edeiviato 40 yen prior
to the stock split). For the fiscal year endingFebruary 28, 2018, we plan to pay an ordinary @imil of 20 yen
per share (equivalent to 40 yen prior to the s&plk).

We will use retained earnings for the fiscal yeaded February 28, 2017 for making our operatiomsngfer,
entering new business domains and other activitigscontribute to future growth.

(4) Business and Other Risks

The business operations of the Freund Group aneevaible to many types of risks as explained belbwany of

these events occur, there may be an unexpectectiroparesults of operations. We are aware of thiskefactors

and do everything possible to prevent the occugafdhese problems. In addition, we are prepavedke speedy
and proper measures if any of these problems otate that this section does not cover all risktdes at the
Freund Group.

Forward-looking statements in this section are 8aseinformation available as of February 28, 2017.
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a. Risks involving changes in the pharmaceutical gfustry

Products sold to the pharmaceutical industry acwmalifor the majority of sales in the fiscal yeaattlended on
February 28, 2017.

Many activities are taking place in Japan and aa&ssfor the reorganization of the pharmaceuticdustry. In
addition, countries are taking actions aimed atdimg down healthcare expenditures. These changethean
pharmaceutical industry may have an effect on tesifloperations.

b. Risks involving price competition

In the machinery business segment, there is amasang risk of fierce competition based on priddsere may be
heated competition as other companies cut pricegineering companies enter this market, or manufacs in
China and Southeast Asia sell machinery with loiggs. We are responding to this competition witbteeductions
and other measures to prevent a decline in proditgms. However, unexpected price competition mayehan
effect on results of operations.

c. Risks involving supplier and customer relationsips

In the machinery business segment in Japan, mamwuifag operations are highly dependent on certdliarece
partners. In the chemicals business segment, sHledietary supplements are similarly dependent cajom
customers. If there is a significant change intf@ufacturing, technological capabilities or thaibhass operations
of the alliance partners or in demand at major baipé Freund Group products, there may be an effeaesults of
operations.

d. Risks involving alliances with strategic partnes

The Freund Group has established many strateg@na#is with companies involving the developmentnefv
technologies and products, improvements and madifins of current products, and other activitiésar alliance
partner revises its strategic goals or experieracéimancial or other problem associated with itempions, the
alliance may no longer be sustainable. Ending kanale may have an effect on results of operations.

e. Risks involving intellectual property

Research and development is a vital componentefteund Group and there is a department thatsigoresible
solely for the management of intellectual propewife have a rigorous framework for the managemengadénts
and other intellectual property. However, compesitand other companies may infringe on our intéllacproperty
right in association with our business operationdapan or overseas. If there is an infringememtuofintellectual
property right by a third-party, we may lose then@rgs that were expected from a particular businedivity.
Furthermore, if a product of the Freund Group uedathe intellectual property right of a third pathe resulting
dispute may have an effect on results of operations

f. Risks involving product liability

The Freund Group has a commitment to supplyingoecusts with highly reliable products and serviceswidver, a
defect or other problem involving a product or segvmay occur. Although we have liability insuranfoe the
products we manufacture, exposure to a problencoetred by insurance or the damage to the Grogpstation
caused by a problem involving a product or sermizg have an effect on results of operations.

g. Risks involving regulations

The worldwide operations of the Freund Group afgexut to a variety of laws and regulations conaggrbusiness
licenses, export and import restrictions, and meiiner aspects of business activities. In additiea,must comply
with laws and regulations for commerce, fair tragatents, consumer protection, taxes, foreign exgbathe
environment and other areas. Furthermore, these vl regulations may be revised at any time. Alghowe
monitor events involving these laws and regulatioestrictions may be imposed on our business itiesvor we
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may have to pay fines or be penalized in other wiye violate a law or regulation. Any of theseeets may have
an effect on results of operations.

h. Risks involving human resources

The Freund Group must recruit and retain skillegoleyees for the development of new products, prodates and
other activities. Group companies conduct periagicruiting activities, mainly by hiring graduates technical
universities. We also have training programs toragdg the skills of employees. In the event thatane unable to
recruit skilled engineers or salespeople or thataweeunable to retain these employees, there mankeffect on
results of operations due to the inability to aghiéhe Group’s business objectives.

i. Risks involving foreign exchange rate volatility

The Freund Group uses numerous measures to reda®ia risks involving foreign exchange rates. Hoer, as
overseas sales increase with the increasingly Yludtare of business operations, sharp exchangenmavements
may have an effect on results of operations.

Income statement, balance sheet and other finadaial of overseas consolidated subsidiaries arenli@ated in
the currencies where these subsidiaries are loc&ade these figures are converted into yen tqpane the
consolidated financial statements, the exchangesrased for these conversions may have an effecthen
yen-denominated values.

j- Risks involving natural disasters

An earthquake or other natural disaster may seyef@nage a factory, equipment or other faciliti€she Freund
Group. Although we have fire, earthquake and othsurance, the coverage of these policies is linité sales
decline because operations are suspended or tmereéledays in manufacturing or shipments, or if ¢hare
substantial expenses for repairs to a factory loermfacilities, there may be an effect on resulteperations.

k. Risks involving asset impairment

The Freund Group may be required to recognize apaimment loss on non-current assets if a signitican
deterioration in the operating environment lowéres profitability of a business unit, if there isaage decline in the
market price of a product, or in certain other @gemhese charges may have an effect on resutiperfitions.

I. Risks involving overseasusiness activities

The Freund Group has business operations in théetlriitates, Europe and other areas outside JapemseT
operations are vulnerable to a number of risk figctbat include, but are not limited to, the foliag items: (a) the
unexpected enactment of laws and regulations orréaisions that have a negative effect on the Grdbp
unfavorable political or economic developments;difficulty recruiting new employees; (d) sociartuwil caused
by terrorism, wars, infectious diseases or othesblgms; and (e) a change in the operating enviromnnoe
competitive circumstances. If any of these problemsxpectedly prevents the Group from doing busime®rseas,
there may be an effect on results of operations.



2. Corporate Group
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The Freund Group consists of Freund Corporationtasadconsolidated subsidiaries. Group companiesuigture
and sell machinery and chemical products.

The table below lists these business activities @@l positioning of each group company with respgecthese

activities.

There is no difference between the business categand business segments of the Freund Group.

-

Category Major product Major company
Granulating devices
y Clgr:;ructlon of granulating machinery Freund Corporation
Mag inery P . Manufacturing and saleg Freund-Vector Corporatio
Business Measuring instruments and parts _
. . Freund-Turbo Corporatiorn
Outsourced granulation of synthetic
resins
Pharmaceutical excipients and dietary Manufacturing and sales  Freund Corporation
supplements
Chemicals Food preservatives Manufacturing and sales FrewrgdZation
Business R&D, formulation studies and other

projects for pharmaceuticals, food,

chemicals and other products

Outsourcing

Freund Corporation

The diagram below is a flow chart of the activitdghe Freund Group.
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3. Management Policies
(1) Basic Management Policy

Since our founding in 1964, we have used our coa@uation and coating technologies to concentateesearch
and development that utilizes our technology cosatskills for both innovative machinery (hardwarahd
pharmaceutical formulation technologies (software).

Based on our philosophy of “Develop the Future tigio Creativity,” we use these strengths for cremfio the
following five areas.

1) Create innovative products

2) Create new market needs by using foresight

3) Create a management structure that can inviganat organization
4) Create the spirit of taking on difficult challges

5) Create enriching and fulfilling relationshipstivbther people

As a research and development driven organizatiba, Freund Group conducts business activities Hrat
underpinned by creativity and the determinatiometercome challenges. Our goals are to achieve sgrowth and
build an even more powerful foundation for our @iEms. We are also dedicated to maintaining strong
relationships with shareholders, customers, em@syand all other shareholders and to make a mdaiing
contribution to society.

(2) Performance Targets
To become more profitable, we place the highesirjtyi on operating income growth.

For improving profitability while increasing salesr medium to long-term targets are an operatiaggm of 10%
and return on equity of at least 8%. We want toagwehile maintaining the proper balance betweenssaled our
profit margin.

From the standpoint of efficiency, we want to raigeerating income as a percentage of total assesésmaeans of
checking the utilization of our assets and our g power. We will also reexamine our personnstesys in order
to alter the mindset of every employee. Anotherl geaaising operating income per employee by éngavalue

through stronger ties between development/techiycdogl sales sections.

(3) Medium- and Long-term Management Strategy

The central theme of the Sixth Medium-term Managemnfan, which covered the three-year period enaed
February 28, 2017, was “Change & Challenge forcaiseé founding to become a 100-year company.” Theatlve
of the plan was “realization of growth through dreity and the achievement of a lean business siredn order to
advance to the next stage of progress.” Group coiepavorked as a unified team to achieve the plgo&s. The
targets were consolidated sales of 23 billion yed @perating income of 2.3 billion yen in the fisgaar that ended
on February 28, 2017. Although these sales andireggntargets were not reached, due partly to delays
introducing new products, Freund was able to pl4dirae-high sales and earnings in the plan’s fesstal year.

The Seventh Medium-term Management Plan starteMarth 1, 2017 and covers the five-year period egain
February 28, 2022. The plan is centered on “Val@es! has the central theme of “One Freund” (Nuntee, Only
One, Be One). The plan’s primary goal is buildinamework for business operations that can achsstained
earnings growth by using advanced technologies @etrthe true needs of customers. The numerica¢tam@e a
consolidated operating margin of 10% and a conatdidl ROE of at least 8%.
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(4) Challenges

In the pharmaceutical industry, there are growimgeetations and needs involving pharmaceuticalsas of
economic growth in emerging countries and the agihgopulations worldwide. At the same time, thesigting
environment is changing drastically. There are lelngles due to the increasing complexity of R&D fimatments
for difficult diseases and measures by countridsold down healthcare expenditures because of tigir budgets.
Generic drug companies are making substantial @iagipenditures as governments implement policiéadrease
the use of these drugs. Although Freund’s perfommahas benefited from these expenditures, genetig d
companies may reduce their capital expenditurekarfuture if prices of these drugs are loweredaddition, there
are concerns about risk factors that may negatiadfgct the Japanese economy. There is uncertahtut
upcoming U.S. policies as well as considerable tung#y about the outlook for Europe, where therdl e
presidential and other significant political even@onsequently, the operating environment is exggktd remain
uncertain.

The Freund Group’s goal is to increase synergies fthe machinery business and chemicals businessl&v to
use these synergies to differentiate ourselves frompetitors as we achieve more growth in our curoperations
and actively enter into new businesses. To growsaas, which will contribute to the growth of oargorate value,
we will enlarge our global sales channels in otdemise the group’s overseas sales ratio.

4. Basic Approach to the Selection of Accounting &hdards

The Group has a policy of preparing its consolidafsancial statements using Japanese GAAP to permi
comparisons with other fiscal years as well as aanspns with the performance of other Japanese anies.
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5. Consolidated Financial Statements

(1) Consolidated Balance Sheet
(Thousands of yen)

FY2/16 FY2/17
(As of Feb. 29, 2016) (As of Feb. 28, 2017)

Assets
Current assets

Cash and deposits 4,042,296 6,982,822
Notes and accounts receivable-trade *1 5,542,999 *1 4,282,766
Electronically recorded monetary claims-operating 151,350 120,616
Merchandise and finished goods *1 330,747 *1 404,081
Work in process *1 1,511,095 *1 1,712,294
Raw materials and supplies *1 590,674 *1 649,160
Prepaid expenses 114,910 148,338
Deferred tax assets 369,466 251,999
Other 424,172 400,079
Allowance for doubtful accounts (24,122) (13,507)
Total current assets 13,053,591 14,938,653
Non-current assets
Property, plant and equipment
Buildings and structures 2,773,189 2,824,554
Accumulated depreciation (1,619,445) (1,664,222)
Buildings and structures, net *1 1,153,744 *1 1,160,332
Machinery, equipment and vehicles 1,202,220 1,391,088
Accumulated depreciation (924,014) (995,910)
Machinery, equipment and vehicles, net 278,205 395,178
Land *1 1,318,399 *1 1,239,987
Construction in progress 100,983 132,956
Other 1,143,282 1,204,421
Accumulated depreciation (859,493) (897,942)
Other, net 283,788 306,479
Total property, plant and equipment 3,135,122 3,234,934
Intangible assets
Goodwill 77,159 -
Software 103,183 55,399
Other 2,417 436
Total intangible assets 182,760 55,836
Investments and other assets
Investment securities 322,133 341,733
Business insurance funds 290,326 273,383
Deferred tax assets 29,420 15,073
Net defined benefit asset 2,812 2,257
Other 195,885 245,068
Allowance for doubtful accounts (5,400) (5,400)
Total investments and other assets 835,179 872,116
Total non-current assets 4,153,061 4,162,887
Total assets 17,206,653 19,101,540
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(Thousands of yen)

FY2/16 FY2/17
(As of Feb. 29, 2016) (As of Feb. 28, 2017)
Liabilities
Current liabilities
Notes and accounts payable-trade 1,680,871 2,019,656
Electronically recorded obligations-operating 899,494 1,038,971
Lease obligations 64,642 50,213
Income taxes payable 65,043 477,303
Accrued consumption taxes 12,585 92,968
Accrued expenses 409,464 490,502
Advances received 1,288,049 1,831,994
Provision for bonuses 259,898 260,416
Provision for directors’ bonuses 61,000 85,400
Asset retirement obligations 19,199 -
Other 555,327 245,045
Total current liabilities 5,315,576 6,592,473
Non-current liabilities
Long-term accounts payable-other 52,563 47,165
Lease obligations 54,193 9,011
Net defined benefit liability 194,094 201,812
Negative goodwill 11,067 -
Asset retirement obligations 4,213 34,824
Other 45,762 30,895
Total non-current liabilities 361,893 323,709
Total liabilities 5,677,469 6,916,182
Net assets
Shareholders’ equity
Capital stock 1,035,600 1,035,600
Capital surplus 1,280,522 1,289,513
Retained earnings 9,515,679 10,286,711
Treasury shares (201,313) (201,361)
Total shareholders’ equity 11,630,488 12,410,463
Accumulated other comprehensive income
Valuation difference on available-for-sale secesti 16,600 33,141
Foreign currency translation adjustment (100,775) (233,036)
Remeasurements of defined benefit plans (17,129) (25,210)
Total accumulated other comprehensive income (101,304) (225,105)
Total net assets 11,529,183 12,185,358
Total liabilities and net assets 17,206,653 19,101,540
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(2) Consolidated Statements of Income and Comprehsive Income

Consolidated Statement of Income

(Thousands of yen)

Net sales
Cost of sales
Gross profit

Selling, general and administrative expenses

Operating income

Non-operating income
Interest income
Dividend income
Technical support fee
Rent income

Insurance premiums refunded cancellation

Foreign exchange gains
Amortization of negative goodwill
Other
Total non-operating income
Non-operating expenses
Interest expenses
Foreign exchange losses
Other
Total non-operating expenses
Ordinary income
Extraordinary income
Gain on sales of non-current assets
Gain on sales of investment securities
Total extraordinary income
Extraordinary losses
Loss on retirement of non-current assets
Impairment loss
Directors’ retirement benefits
Loss on sales of shares of subsidiaries
Total extraordinary losses
Profit before income taxes
Income taxes-current
Income taxes-deferred
Total income taxes
Profit

Profit (loss) attributable to non-controlling ingsts

Profit attributable to owners of parent

FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016)  (Mar. 1, 2016 — Feb. 28, 2017)
19,027,633 21,164,542
12,921,519 14,343,391
6,106,114 6,821,151
*1, *2,759,173 *1,%2 4,779,616
1,346,941 2,041,534
1,554 2,910
5,187 5,085
14,796 13,914
1,991 2,224
17,238 18,424
- 1,337
7,794 -
16,313 21,601
64,877 65,498
3,756 2,650
12,973 -
436 6,582
17,165 9,233
1,394,653 2,097,799
*3 3,830 *3 13,745
- 14,936
3,830 28,681
*4 4,235 *4 1,204
*5 35,264 *5 91,315
- 250,000
217,345 -
256,845 342,519
1,141,638 1,783,960
153,716 616,679
33,575 103,014
187,292 719,693
954,345 1,064,266
(6,783) -
961,129 1,064,266
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Consolidated Statement of Comprehensive Income

(Thousands of yen)

FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016) (Mar. 1, 2016 — Feb. 28, 2017)

Profit 954,345 1,064,266
Other comprehensive income
Valuation difference on available-for-sale secesti (17,582) 16,540
Foreign currency translation adjustment (132,007) (134,855)
Remeasurements of defined benefit plans, net of tax (5,921) (8,080)
Total other comprehensive income *1  (155,512) *1  (126,395)
Comprehensive income 798,833 937,871

Comprehensive income attributable to

Comprehensive income attributable to owners of
parent

Comprehensive income attributable to
non-controlling interests

802,661 937,871

(3,828) -

13



(3) Consolidated Statement of Changes in Equity

FY2/16 (Mar. 1, 2015 — Feb. 29, 2016)

Freund Corporation (6312) Financial Results for AY2

(Thousands of yen)

Shareholders’ equity
Capital stock Capital surplus| Retained earning3reasury shares Total Zk;irif;mder;

Balance at beginning of 1,035,600 1,280,522 8,816,001 (201,313 10,930,810
current period

Cumulative effects of

changes in accounting (2,782) (2,782)

policies
Restated balance 1,035,600 1,280,522 8,813,218 (201,313 10,928,027
Changes of items during
period

Dividends of surplus (258,668 (258,668)

Profit attributable to 961,129 961,129

owners of parent

Purchase of treasury

shares

Net changes of items

other than shareholders’

equity
TOt?.| chan.ges of items i i 702,46 i 702,460
during period
E:r';r:jce atend of current 1,035,600 1,280,522 9,515,679 (201,313 11,630,488

(Thousands of yen

Accumulated other comprehensive income

. Total
di\fglriit(lzznon Foreign currenclRemeasuremen| accumulated |Non-controlling| Total net
. translation of defined other interests assets
available-forsalg . i .
. adjustment benefit plans | comprehensive
securities .
income

Balance at beginning of 34,183 34,187 (11,208) 57,162 192,266 11,180,239
current period

Cumulative effects of

changes in accounting (2,782)

policies
Restated balance 34,183 34,187 (11,208) 57,162 192,266| 11,177,456
Changes of items during
period

Dividends of surplus (258,668)

Profit attributable to 961,129

owners of parent

Purchase of treasury

shares

Net changes of items

other than shareholders’ (17,582) (134,962 (5,921) (158,467 (192,266)| (350,733)

equity
Total changes of items (17,582) (134,962 (5,921) (158.467)  (192.266)| 351,727
during period
S:r';r:e at end of current 16,600 (100,775 (17,129) (101,304 .| 11,529,183
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FY2/17 (Mar. 1, 2016 — Feb. 28, 2017)

Freund Corporation (6312) Financial Results for AY2

(Thousands of yen)

Shareholders’ equity
Capital stock Capital surplus| Retained earnipg$reasury shares Total sér;iri(ta;older 3
Balance at beginning of 1,035,600 1,280,522 9,515,679 (201,313 11,630,488
current period
Cumulative effects of
changes in accounting 8,991 (77,678) (68,686)
policies
Restated balance 1,035,600 1,289,513 9,438,001 (201,313 11,561,801
Changes of items during
period
Dividends of surplus (215,556 (215,556)
Profit attributable to 1,064,266 1,064,266
owners of parent
Purchase of treasury
shares (47) (47)
Net changes of items
other than shareholders’
equity
TOt?.| chan.ges of items i i 848,709 (a7) 848,662
during period
E;';r:jce atend of current 1,035,600 1,289,513 10,286,711 (201,361 12,410,463
(Thousands of yen
Accumulated other comprehensive income
Valuation Total :
difference on |FOT€ION currenciRemeasuremen|  accumulated Nor?controlllng Total net
. translation of defined other Interests assets
available-forsalg . . .
securities adjustment benefit plans comprehenswe
income
Balance at beginning of 16,600 (100,775 (17,129) (101,304 | 11,529,183
current period
Cumulative effects of
changes in accounting 2,594 2,594 (66,092)
policies
Restated balance 16,600 (98,180) (17,129) (98,710) - | 11,463,091
Changes of items during
period
Dividends of surplus (215,556)
Profit attributable to 1,064,266
owners of parent
Purchase of treasury (47)
shares
Net changes of items
other than shareholders’ 16,540 (134,855 (8,080) (126,395 - (126,395)
equity
Total changes of items
. A 16,540 (134,855 (8,080) (126,395 - 722,266
during period
S:r';r:e at end of current 33,141 (233,036 (25,210) (225,105 - | 12,185,358
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(4) Consolidated Statement of Cash Flows
(Thousands of yen)

FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016) (Mar. 1, 2016 — Feb. 28, 2017)

Cash flows from operating activities

Profit before income taxes 1,141,638 1,783,960
Depreciation 321,898 338,407
Impairment loss 35,264 91,315
Increase (decrease) in provision for bonuses 26,099 4,525
Increase (decrease) in provision for directors’us®s 2,000 24,400
Increase (decrease) in allowance for doubtful astu (13,321) (8,758)
Interest and dividend income (6,742) (7,996)
Interest expenses 3,756 2,650
Foreign exchange losses (gains) 14,213 5,628
Loss (gain) on sales of property, plant and equiime (3,830) (13,745)
Loss (gain) on sales of investment securities - (14,936)
Loss (gain) on sales of shares of subsidiaries k7, -

Loss (gain) on cancellation of insurance contract 17,238) (18,424)
Zic;:\elzztlaefitr::;eease) in notes and accounts (430,893) 1,243,975
Decrease (increase) in inventories (620,626) (382,518)
Decrease (increase) in other assets 229,088 (207,339)
Increase (decrease) in notes and accounts payaille-t (170,336) 409,295
Increase (decrease) in advances received 45,053 571,295
Increase (decrease) in other liabilities 7,860 (89,317)
Other, net 5,298 (4,114)
Subtotal 786,527 3,728,303
Interest and dividend income received 6,742 7,996
Interest expenses paid (3,756) (2,650)
Income taxes refund 51,553 117,862
Income taxes paid (550,877) (245,977)
Net cash provided by (used in) operating activities 290,190 3,605,533

Cash flows from investing activities

Proceeds from withdrawal of time deposits 295,482 -

Purchase of property, plant and equipment (304,065) (474,089)
Proceeds from sales of property, plant and equipmen 1,615 37,753
Purchase of intangible assets (3,155) -

Proceeds from sales of investment securities - 19,256
Purchase of investment securities (2,164) (2,196)
Egiig::g;f;:ﬁ?:;esg shares of subsidiaries from (264,189) i

T s vy 31 o0 2 e |

Purchase of insurance funds (1,242) (2,913)
Proceeds from cancellation of insurance funds 42,94 38,281
Payments for guarantee deposits (67,880) (10)

Proceeds from collection of guarantee deposits 394 32,235
Net cash provided by (used in) investing activities (432,751) (351,682)
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(Thousands of yen)

FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016) (Mar. 1, 2016 — Feb. 28, 2017)

Cash flows from financing activities

Purchase of treasury shares - 47
Repayments of lease obligations (62,774) (61,798)
Cash dividends paid (258,228) (215,832)
Dividends paid to non-controlling interests (10,615) -
Net cash provided by (used in) financing activities (331,618) (277,678)
E;fji(\:/taf;izchange rate change on cash and cash (31,701) (35,648)
Net increase (decrease) in cash and cash equigalent (505,881) 2,940,525
Cash and cash equivalents at beginning of period 5484178 4,042,296
Cash and cash equivalents at end of period *1, *2,042,296 *1 6,982,822
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(5) Notes to Consolidated Financial Statements
Going Concern Assumption

Not applicable.

Significant Accounting Policies in the Preparationof Consolidated Financial Statements
1. Scope of consolidation
(1) Number of consolidated subsidiaries: 2
Domestic subsidiaries: 1
Freund-Turbo Corporation
Foreign subsidiaries: 1
Freund-Vector Corporation

2. Fiscal year of consolidated subsidiaries

In the fiscal year that ended on February 28, 26t&und-Vector Corporation and Freund-Turbo Corfiona
changed the end of their fiscal years from Decerdiieto the end of February for consistency withdbesolidated
financial statements. To adjust for the new figadr, the consolidated financial statements foffigeal year that
ended on February 28, 2017 include an additionalnwnths of the results of operations of these sulusidiaries,
resulting in a 14-month transitional fiscal yearthe additional two months (January and Febru@dy®, these two
subsidiaries had combined sales of 737,247 thougandan operating loss of 78,141 thousand yewydimary loss
of 75,826 thousand yen and a loss attributablevmoens of parent of 75,985 thousand yen.

3. Accounting policies
(1) Valuation standards and methods for princigakess
1) Marketable securities
Available-for-sale securities
Available-for-sale securities with market quotaton
Stated at fair value at the end of the fiscal y¢dnrealized gain or loss is included in net asséisst of
securities sold is determined by the moving-averagtod.)
Available-for-sale securities without market quaias
Stated at cost determined by the moving-averagbaadet
2) Derivatives
Stated at fair value.
3) Inventories
The Company and its domestic consolidated subsidiar
i. Merchandise and raw materials
Mainly stated at cost determined by the gross ayemethod. (The carrying value on the balance stseet
written down to reflect the effect of lower profitargins.)
ii. Finished goods and work in process

Machinery Business Segment
Stated at cost determined by the specific idemtifom method. (The carrying value on the balanceeslis
written down to reflect the effect of lower proffitargins.)

Chemicals Business Segment
Stated at cost determined by the gross averageonheffihe carrying value on the balance sheet itemridown
to reflect the effect of lower profit margins.)
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Foreign consolidated subsidiary
Stated at the lower of the cost or market, costdédietermined by the first-in first-out method.

(2) Depreciation and amortization of significanpdeciable assets
1) Property, plant and equipment (excluding leassskts)
The Company and its domestic consolidated subsgidiar
Declining-balance method, except for buildings (eding facilities attached to buildings) acquired or after
April 1, 1998, and facilities attached to buildingsd structures acquired on or after April 1, 20&8,which
depreciation is calculated by the straight-line moeit

Useful life of principle assets is as follows:
Buildings and structures: 5- 47 years
Machinery, equipment and vehicles: 2 - 15 years

Foreign consolidated subsidiary
Straight-line method.
2) Intangible assets (excluding leased assets)

The Company and its domestic consolidated subsidiar
Straight-line method.
Software for internal use is amortized over an efgatinternal useful life of five years by the gifa-line
method.

Foreign consolidated subsidiary

Straight-line method.

3) Leased assets

Lease assets associated with finance lease trarssaethere there is no transfer of ownership
The straight-line method with no residual valuajplied over the lease period used as the uséubiithe
assets.

(3) Recognition of significant allowances

1) Allowance for doubtful accounts
To prepare for credit losses on accounts receiyalivances equal to the estimated amount of lectible
receivables are provided for general receivablegth@n the historical write-off ratio, and bad iieables based
on case-by-case determination of collectibility.

2) Provision for bonuses
To provide for accrued bonuses for employees, lawahce is provided at the amount based on thenattd
bonus obligations.

3) Provision for directors’ bonuses
To provide for directors’ bonuses, an allowancprisvided at the amount based on the estimated bonus
obligations.

(4) Accounting method for retirement benefits

1) Method of attributing estimated retirement bénabligations to periods
In calculation of retirement benefit obligationsetCompany uses the periodic straight-line metlood f
attributing estimated retirement benefit obligatido periods.

2) Amortization of actuarial differences and pastvice costs
Past service costs are amortized by the straigbtriiethod over a certain period (10 years) withedstimated
average remaining years of service of the eligénloyees.
Actuarial differences are amortized and chargegifzense in the year following the fiscal year inickhsuch
gain or loss is recognized by the straight-linehndtover a certain period (10 years) which is waitthie
estimated average remaining years of service oéligéle employees.
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(5) Recognition of significant revenues and expense
Accounting standards for recording amounts of catgul work and cost of completed work
a. Contracted work of which the outcome can bebdji estimated
The percentage-of-completion standard (with the@aiage of completion estimated on the cost-tosasis).

b. Other contracted works
The completed-contract standard.

(6) Translation of significant foreign currency-a@eninated assets and liabilities
Monetary claims and debts denominated in foreigmericies are translated into yen at the spot exghaates
on the fiscal year-end date, with the differenasitting from such translations recorded as pwofibss. The
assets and liabilities of overseas subsidiaries,age translated into yen at the spot exchangs gaevailing on
the fiscal year-end date, and their income and msgeare translated into yen at the average exehang
prevailing over the period, with the differencesing from any translation included in the foreigumrency
translation adjustment in net assets.

(7) Method and period of goodwill amortization
Goodwill is amortized by the straight-line methodeothe period for appearance of its effects.

(8) Scope of cash and cash equivalents on the tdatad statement of cash flows
Cash and cash equivalents consist of cash on hahtank deposits which can be withdrawn at any tma
short-term investments with the duration of threenths or less which can be easily converted to aashare
exposed to little risk of change in value.

(9) Accounting for consumption taxes
All amounts stated are exclusive of consumptioresax

Changes in Accounting Policies
Application of the Accounting Standards for Busm&ombinations
1. Changes in accounting standard names and adecgunttlicies

The Company has applied the “Accounting StandardBissiness Combinations” (Accounting Standards Bazfr
Japan (ASBJ) Statement No. 21, issued on Septet#he2013), “Accounting Standard for Consolidateddgicial
Statements” (ASBJ Statement No. 22, issued on S8#me 13, 2013), “Accounting Standard for Business
Divestitures” (ASBJ Statement No. 7, issued on &mpier 13, 2013) and other standards beginning tivéHiscal
year that ended on February 28, 2017. Accordingjfference arising from changes in the Company'si\ewship
interests in subsidiaries in cases where contra@tained are included in capital surplus, andatbguisition costs in
connection with business combinations are recoghnézeexpenses in the fiscal year in which theyearis

In addition, the method for allocating acquisitioasts resulting from finalization of the provisidéreccounting
treatment of these costs has been changed sohthatosts are recognized in the financial periodvivich the
business combination occurred.

In addition, the presentation of net income anepttems has been revised, and the minority interiésm has been
renamed non-controlling interests. For consistenith these changes, the consolidated financiaéstahts for the
previous fiscal year have been revised.

In the consolidated statement of cash flows fordheent fiscal year, cash flows associated witktg@rising from
purchase or sales of shares of subsidiary nottieguih changes in the scope of consolidation aotuded in cash
flows from financing activities. On the other hamdsh flows associated with acquisition-related<és purchase
of shares of subsidiary resulting in changes inst@pe of consolidation or costs arising from pasghor sales of
shares of subsidiary not resulting in changes énsitope of consolidation are included in cash flénem operating
activities.
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2. Summary of accounting procedures using tranmtioneasures

The Company has adopted these business combinsttimalards, etc. from the beginning of the fiscaryiat
ended on February 28, 2017 in accordance withrresitional accounting treatments set forth in @eti58-2 (3) of
the Accounting Standard for Business Combinatiduticle 44-5 (3) of the Accounting Standard for Gofidated
Financial Statements, and Article 57-4 (3) of thecdunting Standard for Business Divestitures. Thedative
effect at the beginning of the current fiscal yapon the retrospective adoption of the above adbogistandards
for prior years is added to or deducted from capsii@plus and retained earnings.

The revision to the allocation of acquisition castsulting from finalization of the provisional aemting treatment
for business combinations has been used for busitm@abinations since the beginning of the fiscarybat ended
on February 28, 2017 in accordance with the treorst measures set forth in Article 58-2 (1) of thecounting

Standard for Business Combinations.

In the consolidated statement of cash flows, iroed@nce with the transitional treatment set fortfArticle 26-4 of
the Practical Guidelines concerning the preparatforash flow statements as part of work on codstéid financial
statements, comparative information has not bestated.

3. Major financial statement items for which aneeffcan be calculated

As a result of these changes in accounting politiese were decreases of 77,159 thousand yenodvgth, 11,067
thousand yen in negative goodwill and 77,678 thndsgen in retained earnings, and increases of 8t88dsand
yen in capital surplus and 2,594 thousand yen meidm currency translation adjustment at the beguprof the
fiscal year that ended on February 28, 2017.

In addition, operating income increased 15,564 $hod yen and ordinary income and profit before imedaxes
increased 8,186 thousand yen each in the currecdlfyear.

4. Effect on per share data that can be calculated

The effect of the revised accounting standards,at@er share data is insignificant.

Application of Practical Solution on a Change inpeciation Method due to Tax Reform 2016

Following the revised Corporation Tax Act, the Ca@mp has applied the “Practical Solution on a Chaimge
Depreciation Method due to Tax Reform 2016” (ASBad#cal Issues Task Force (PITF) No. 32, June2D1)
from the current fiscal year, and changed the deatien method for facilities attached to buildingsd structures
acquired on or after April 1, 2016, from the detigrbalance method to the straight-line method.

The effect of this change on the results of operatiin the current fiscal year is insignificant.
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Notes to Consolidated Balance Sheet

*1. Assets pledged as collateral and liabilitieshwdollateral
Assets pledged as collateral

Freund Corporation (6312) Financial Results for AY2

(Thousands of yen)

FY2/16 FY2/17
(As of Feb. 29, 2016) (As of Feb. 28, 2017)

Notes and accounts receivable-trade 638,368 447,912
Merchandise and finished goods 103,255 154,916
Work in process 467,926 654,825
Raw materials and supplies 311,940 353,961
Buildings 426,476 411,062
Land 1,003,028 1,003,028

Total 2,950,996 3,025,707

Liabilities with collateral
There are no corresponding liabilities.
Notes to Consolidated Statement of Income
*1. Major items of selling, general and adminisitratexpenses (Thousands of yen)
FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016)(Mar. 1, 2016 — Feb. 28, 2017)

Salaries and allowances 1,221,619 1,345,838
Provision for bonuses 185,151 189,783
Provision of allowance for doubtful accounts (13,321) (8,758)
Provision for directors’ bonuses 61,000 85,400
Retirement benefit expenses 47.614 49,523
Depreciation 170,298 186,231
Research and development expenses 687,257 640,350

*2. Total amount of research and development exgeimcluded in general and administrative expenses (Thousands of yen)

FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016) (Mar. 1, 2016 — Feb. 28, 2017)
687,257 640,350
*3. Gain on sales of non-current assets (Thousands of yen)
FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016)(Mar. 1, 2016 — Feb. 28, 2017)
Machinery and equipment 3,830 13,525
Tools, furniture and fixtures - 219
Total 3,830 13,745
*4. Loss on retirement of non-current assets (Thousands of yen)
FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016)(Mar. 1, 2016 — Feb. 28, 2017)
Facilities attached to buildings 999 0
Machinery and equipment 3,236 82
Tools, furniture and fixtures 0 1,121
Total 4,235 1,204
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*5. Impairment loss

The Group recognized an impairment loss on the¥dhg groups of assets.
FY2/16 (Mar. 1, 2015 — Feb. 29, 2016)

(1) Impairment losses on assets (Thousands of yen)
Use Iltem Company Location Impairment losseg
Buildings and structures . -
Assets to be sold Othersg Freund Corporation Shinjyuku-ku, Tokyo 22,338
Buildings and structures . .
Idle assets Land Freund Corporation Hamamatsu, Shizuoka 12,025

(2) Reason for decision to post impairment losses

The Group recognized impairment losses on assdis &old because there were no avenues for thetireiuuse following the
decision to relocate the office. The buildingsustures and land which had been used for leasing vezlassified as idle assets
and as a result their value fell well below thegoral book value. Impairment losses were recognimedhese assets to reflect
the above changes.

(3) Amount of impairment loss

Buildings and structures 22,433 thousand yen
Land 12,323 thousand yen
Others 507 thousand yen

(4) Method used to group assets
The Group uses product categories to group itsasSeouping is based on the smallest independssit flow generating unit.

(5) Method for calculating recoverable amount
The recoverable amount is measured at its nehggpliice. The net selling price is measured atreded disposal price.

FY2/17 (Mar. 1, 2016 — Feb. 28, 2017)

(1) Impairment losses on assets (Thousands of yen)
Use Iltem Company Location Impairment losseg
Buildi . .
Assets to be sold L:;glngs and structures Freund Corporation Hamamatsu, Shizuoka 89,334
Teleph ipti . hinjyuku-ku, Tokyo,
Idle assets rig:tp one subscription Freund Corporation jtclnjyu u-Ku, ToKyo 1,980

(2) Reason for decision to post impairment losses

For assets to be sold, due to the decision todsethitories and other employee housing during fisical year, the book values
of these properties were written down to the am®uhat can be recovered. This reduction was reeegnas an impairment
loss.

For idle assets, the book value of telephone sitgam rights that became unused was written dowvthe amount that can be
recovered and the reduction was recognized as paiiment loss.

(3) Amount of impairment loss

Buildings and structures 12,413 thousand yen
Land 76,921 thousand yen
Telephone subscription right 1,980 thousand yen

(4) Method used to group assets
The Group uses product categories to group itssisGeouping is based on the smallest independesit iow generating unit.

(5) Method for calculating recoverable amount
The recoverable amount is measured at its nehggpliice. The net selling price is measured atreded disposal price.
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Notes to Consolidated Statement of Comprehensivedome

*1. Re-classification adjustments and tax effeadhwespect to other comprehensive income
(Thousands of yen)

FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016) (Mar. 1, 2016 — Feb. 28, 2017)

Valuation difference on available-for-sale secesti

Amount incurred during the year (28,544) 23,232
Re-classification adjustments - -
Before tax effect adjustments (28,544) 23,232
Tax effect 10,961 (6,691)
Valuation difference on available-for-sale secesti (17,582) 16,540
Foreign currency translation adjustment:
Amount incurred during the year (70,978) (134,855)
Re-classification adjustments (61,029) -
Foreign currency translation adjustment (132,007) (134,855)
Remeasurements of defined benefit plans, net of tax
Amount incurred during the year (9,260) (13,330)
Re-classification adjustments 1,362 2,306
Before tax effect adjustments (7,897) (11,024)
Tax effect 1,976 2,943
Remeasurements of defined benefit plans, net of tax (5,921) (8,080)
Total other comprehensive income (155,512) (126,395)

Notes to Consolidated Statement of Changes in Equyit

FY2/16 (Mar. 1, 2015 — Feb. 29, 2016)

1. Type of share and the number of outstandingeshand treasury shares (Shares)
Number of shares Increase Decrease Number of shares
as of Mar. 1, 2015 as of Feb. 29, 2016
Outstanding shares
Common stock 9,200,000 - - 9,200,000
Total 9,200,000 - - 9,200,000
Treasury shares
Common stock 577,722 - - 577,722
Total 577,722 - - 577,722

Note: The Company conducted a 2-for-1 common sspdk on March 1, 2016. The above figures are basethe number of
shares before the stock split.

2. Dividends
(1) Dividend payment
. Total dividends Dividend per .
Resol T f sh R Eff
esolution ype of share (Thousands of yen) share (yen) ecord date ective date
Annual General Meeting of
Shareholders on May 28, |[Common stock 258,668 30 |February 28, 2015 May 29, 2015
2015

(2) Dividends with a record date in the currentdilsyear but an effective date in the followingcisyear

Type of Total dividends Source of | Dividend per
Resolution yp (Thousands of . P Record date Effective date
share yen) dividends share (yen)
Annual General Meeting of | Common Retained L
Shareholders on May 26, 2016 stock 215,556 earnings 25 |February 29, 2016May 27, 2016

Note: The Company conducted a 2-for-1 common sgptk on March 1, 2016. The dividend amounts abaneebased on the
number of shares before the stock split.
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(Shares)

Number of shares Increase Decrease Number of shares
as of Mar. 1, 2016 as of Feb. 28, 2017

Outstanding shares
Common stock (Notes 1, 2 9,200,000 9,200,000 18,400,000
Total 9,200,000 9,200,000 18,400,000

Treasury shares

Common stock (Notes 1, 3 577,722 577,756 1,155,478
Total 577,722 577,756 1,155,478

Notes: 1. The Company conducted a 2-for-1 commockssplit on March 1, 2016.
2. Number of outstanding shares of common stockeased 9,200,000 shares due to the stock split.
3. Number of treasury shares of common stock irem@&77,756 shares due to increases of 577,728sshatthe stock

split and 34 shares by the purchase of odd-loteshar

2. Dividends
(1) Dividend payment

Resolution

Type of shar

1]

Total dividends
(Thousands of yen)

Dividend per
share (yen)

Record date

Effective date

Annual General Meeting of
Shareholders on May 26,

2016

Common stock

215,556 25

February 29, 2016 May 27, 2016

Note: The Company conducted a 2-for-1 common sgptk on March 1, 2016. The dividend amounts abaneebased on the
number of shares before the stock split.

(2) Dividends with a record date in the currentdilsyear but an effective date in the followingcisyear

Type of Total dividends Source of | Dividend per
Resolution yp (Thousands of o P Record date Effective date
share yen) dividends | share (yen)
Annual General Meeting of | Common Retained
44 . 20 |F 28, 201YMay 29, 2017
Shareholders on May 26, 2017 stock 344,890 earnings 0 |February 28, 20 ay 29, 20
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Notes to Consolidated Statement of Cash Flows

*1. Reconciliation between cash and cash equivalanthe end of the fiscal year and amounts orttdmsolidated balance sheet
(Thousands of yen)

FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016) (Mar. 1, 2016 — Feb. 28, 2017)
Cash and deposits 4,042,296 6,982,822
Time deposits with maturities over three months - -
Cash and cash equivalents 4,042,296 6,982,822

*2. Assets and liabilities of a subsidiary excludeam the scope of consolidation due to sale ofltares

FY2/16 (Mar. 1, 2015 — Feb. 29, 2016)
Freund Pharmatec Ltd. is no longer a consolidatdssidiary due to the sale of its shares. The breakdof assets and
liabilities as of the date of the sale, as welttessales price of Freund Pharmatec Ltd.’s shardsat payments for the sales.
(Thousands of yen)

Current assets 368,735
Non-current assets 140,926
Current liabilities (6,967)
Foreign currency translation adjustment (59,434)
Loss on sales of shares of subsidiaries (217,345)
Sales price of shares 225,914
Accounts receivable-other (52,708)
Cash and cash equivalents (303,692)
Net payments for the sa (130,485)

FY2/17 (Mar. 1, 2016 — Feb. 28, 2017)
Not applicable.

Segment and Other Information
Segment information

1. Overview of reportable segment

The reportable segments of the Group are compofi@ntghich discrete financial information is avdila and
whose operating results are regularly reviewedheyBoard of Directors to make decisions about nesou
allocation and to assess performance.

The primary business activities of the Group ineludanufacture and sale of machinery and chemicalymts.
Consequently, the Group has two reportable busisegsents: the Machinery Business and the Chemicals
Business.

Main products and services of each reportable sagme

Machinery Business: Granulating devices, constouctif granulating machinery plants, measuring
instruments and parts, and outsourced granulafiegrithetic resins

Chemicals Business: Pharmaceutical excipientsdéatdry supplements; food preservatives; R&D,
formulation studies and other projects for pharméicals, food, chemicals and other
products

2. Calculation method for net sales, profit or |esssets, liabilities, and other items for eacloreggble segment
The accounting policies for reportable businessreags are generally the same as those describf&ignificant
Accounting Policies in the Preparation of ConsdkdiaFinancial Statements.”

Segment profit (loss) for reportable business segsnare based on operating income (loss).

Inter-segment sales are based on prices usedifdrgarty transactions.
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3. Information related to net sales, profit or losssets, liabilities, and other items for eaclorigble segment

FY2/16 (Mar. 1, 2015 - Feb. 29, 2016)

(Thousands of yen)

Reportable segment . Amounts shown on
Machinery Chemicals Adjustment consolidated financia
Business Business Total (Note 1) statements (Note 2)
Net sales
External sales 13,037,379 5,990,254 19,027,633 - 19,027,633
Inter-segment sales and i i ) i i
transfers
Total 13,037,379 5,990,254 19,027,633 - 19,027,633
Segment profit 1,189,638 519,776 1,709,415 (362,473 1,346,941
Segment assets 9,468,047 3,344,864 12,812,911 4,393,741 17,206,653
Other items
Depreciation 197,26[7 114,852 312,119 9,778 321,898
Increase in property, plant angd
equipment ;nd‘?maﬁg‘?ble ol 222480 40,979 263,460 2,861 266,322

Notes:1. Contents of adjustments are as follows.

(1) The negative adjustment of 362,473 thousandtgesegment profit is corporate expenses that arallocated to
any of the reportable segments. Corporate expanaedy consist of general and administrative expsrthat

are not attributable to any of the reportable segme

(2) The 4,393,741 thousand yen adjustment to segassets is corporate assets that are not allotatzay of the
reportable segments. Corporate assets mainly aafdise Company’s surplus funds (cash and deposits

long-term investment funds (investment securitied msurance funds), and assets of the adminigérati

operations of the Company.

(3) The 9,778 thousand yen adjustment to depreciasi mainly depreciation of corporate assets ahatnot

allocated to any of the reportable segments.

(4) The 2,861 thousand yen adjustment to increagedperty, plant and equipment and intangible tassemainly

the sum of corporate assets that are not allodatdte reportable segments.

2. Segment profit is adjusted to be consisten wfierating income recorded in the consolidatetéstant of income.

FY2/17 (Mar. 1, 2016 — Feb. 28, 2017)

(Thousands of yen)

Reportable segment . Amounts shown on
Machinery Chemicals Adjustment consolidated financia|
Business Business Total (Note 1) statements (Note 2)
Net sales
External sales 14,914,713 6,249,829 21,164,542 - 21,164,542
Inter-segment sales and i i ) i i
transfers
Total 14,914,713 6,249,829 21,164,542 - 21,164,542
Segment profit 1,750,118 748,360 2,498,478 (456,944 2,041,534
Segment assets 8,838,366 3,457,501 12,295,867 6,805,673 19,101,540
Other items
Depreciation 233,486 90,627 324,113 14,293 338,407
'e”qcl:;ans]zn'?;r:g‘?ﬁtr;{]’g'?:fl‘gtaas';its 372,899 155,451 528,350 36,064 564,415

Notes:1. Contents of adjustments are as follows.
(1) The negative adjustment of 456,944 thousandtgesegment profit is corporate expenses that araliocated to
any of the reportable segments. Corporate expanaedy consist of general and administrative expsrthat
are not attributable to any of the reportable segme
(2) The 6,805,673 thousand yen adjustment to segassets is corporate assets that are not allotatmay of the
reportable segments. Corporate assets mainly aafdise Company’s surplus funds (cash and deposits
long-term investment funds (investment securitied msurance funds), and assets of the adminigérati
operations of the Company.
(3) The 14,293 thousand yen adjustment to depienigé mainly depreciation of corporate assets #natnot
allocated to any of the reportable segments.
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(4) The 36,064 thousand yen adjustment to increéapeoperty, plant and equipment and intangibleetss mainly
the sum of corporate assets that are not allodatéte reportable segments.
2. Segment profit is adjusted to be consisteri wiierating income recorded in the consolidatetdstant of income.

Related information

FY2/16 (Mar. 1, 2015 — Feb. 29, 2016)
1. Information by product or service

This information is omitted because the same infdiom is presented in segment information.

2. Information by region

(1) Net sales

(Thousands of yen)

Japan

Other

Tota

North America

Latin America

Europe

13,547,006

2,190,033

1,325,140

937,851

1,027,601

Note: 1. Classification of net sales is based enldlcation of the client and categorized by couwtryegion.

19,027,633

(2) Property, plant and equipment

(Thousands of yen)

Japan North America Europe Total
2,208,912 808,528 117,681 3,135,122
3. Information by major client (Thousands of yen)
Name Net sales Related segments

Lion Corporation

1,549,737

Business

Machinery Business and Chemicals

FY2/17 (Mar. 1, 2016 — Feb. 28, 2017)
1. Information by product or service

This information is omitted because the same infdiom is presented in segment information.

2. Information by region

(1) Net sales

(Thousands of yen)

Japan

North America

Latin America

Europe

Other

Tota

15,601,350

3,331,562

553,012

830,931

847,686

21,164,542

Note: 1. Classification of net sales is based enldlcation of the client and categorized by couwtryegion.

(2) Property, plant and equipment

(Thousands of yen)

Japan

North America

Europe

Total

2,413,125

717,448

104,361

3,234,934

3. Information by major client

Not applicable.

Information related to impairment losses on non-curent assets for each reportable segment
FY2/16 (Mar. 1, 2015 — Feb. 29, 2016)

The amount of impairment losses that were not atkat to reportable segments was 35,264 thousandTyen
details are stated in the section “Notes to Codstdid Statement of Income.”

FY2/17 (Mar. 1, 2016 — Feb. 28, 2017)

The amount of impairment losses that were not atled to reportable segments was 91,315 thousandTyen
details are stated in the section “Notes to Codatdid Statement of Income.”
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Information related to goodwill amortization and the unamortized balance for each reportable segment
FY2/16 (Mar. 1, 2015 — Feb. 29, 2016)

Amortization of goodwill of 8,608 thousand yen wasorded in the Machinery Business segment. Unareait
balance of this goodwill was 77,159 thousand yen.

Amortization of negative goodwill is not allocatéml reportable segments. In the current fiscal yaamrtization
of negative goodwill was 7,794 thousand yen and thamortized balance of negative goodwill was 11,06
thousand yen.

FY2/17 (Mar. 1, 2016 — Feb. 28, 2017)

In the Machinery Business segment, the cumulatifeceat the beginning of FY2/17 upon the retrogjvec
adoption of the Accounting Standard for Businesm@imations, etc. for prior years is added to orud¢eld from
capital surplus and retained earnings. As a regolbdwill decreased 77,159 thousand yen at thenbétj of
FY2/17.

Information related to revisions for reportable segnents
FY2/16 (Mar. 1, 2015 — Feb. 29, 2016)
Not applicable.

FY2/17 (Mar. 1, 2016 — Feb. 28, 2017)

As described in Changes in Accounting Policiedjne with revisions to the Corporation Tax Act, tBempany
has changed the depreciation method for facildatégched to buildings and structures acquired cafter April 1,
2016, from the declining-balance method to theiglitaline method. Consequently, the depreciationhme for
business segments have been revised as well.

The effect of this change on segment profit isgngicant in FY2/17.

Information related to gain on bargain purchase foreach reportable segment

Not applicable.
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Net income per share

(Yen)
FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016) (Mar. 1, 2016 — Feb. 28, 2017
Net assets per share 668.57 706.62
55.74 61.72

Notes: 1. The Company conducted a 2-for-1 commoakssplit on March 1, 2016. The net assets pereshad net income per

share have been calculated as if this stock satittaken place at the beginning of the previousafigear.
2. Diluted net income per share is not presentecesihne Company has no outstanding dilutive shares.
3. The basis of calculating the net income peresigmas follows:

(Thousands of yen)

(Thousand shares)

FY2/16 FY2/17
(Mar. 1, 2015 — Feb. 29, 2016) (Mar. 1, 2016 — Feb. 28, 2017
Profit attributable to owners of the parent 961,129 1,064,266
Amounts not attributable to common shareholders - -
Profit attributable to common shareholders of paren 961,129 1,064,266
Average number of shares outstanding during themger 17,244 17,244

Subsequent Events

Not applicable.

30



Freund Corporation (6312) Financial Results for AY2

6. Other Information
(1) Changes in Board Members

The Board of Directors of Freund Corporation apgba resolution on February 27, 2017 concerningdahewing
proposed changes in Board members.

If approval is received at the 53rd Annual Genédaleting of Shareholders scheduled for May 26, 2Gh&se
changes are to become official.

1. Candidates for Audit & Supervisory Board Members
Sayoko Izumoto, External Audit & Supervisory Boaldmber

Brief career history
1976: Joined Tohmatsu Aoki & Co. (currently “DeteiffTouche Tohmatsu LLC")
2002: Representative Partner of Deloitte Touchamatsu (currently “Deloitte Touche Tohmatsu LLC")
2016: Resigned from Deloitte Touche Tohmatsu LLC

Masanori Sugawara, External Audit & Supervisory Bbollember

Brief career history
1976: Joined Tohoku Keiei Keisan Center
1977: Joined Hoya Crystal Corporation (currentlyybBl@orporation)
2007: Joined Altech Co., Ltd.
2015: Director, Member of the Audit and Supervis@gmmittee of MS-Japan (current position)

Mitsuaki Sato, External Audit & Supervisory BoarceMber

Brief career history
1979: Joined Idemitsu Kosan Co.,Ltd.
2015: Resigned from Idemitsu Kosan Co.,Ltd.

2. Retiring directors (effective May 26, 2017)
Kazushi lijima
(Current position)  External Audit & Supervisory &d Member
Tomohiro Niizato

(Current position)  External Audit & Supervisory &d Member

(2) Others
Not applicable.

This summary report is solely a translation of “Kas Tanshin” (in Japanese, including attachmentgjch has been
prepared in accordance with accounting principleslgractices generally accepted in Japan, for thevenience of readers
who prefer an English translation.
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