Financial Section
Five-Year Summary

Daifuku Co., Ltd. and consolidated subsidiaries
Years ended March 31, 2009, 2008, 2007, 2006 and 2005

2009 2009 2008 2007 2006 2005

(Millions of yen and thousands of U.S. dollars)

For the Year

Net sales ¥242,182 $2,464,710 ¥231,619 ¥232,703 ¥198,811 ¥166,232
Cost of sales 195,430 1,988,908 182,260 186,991 159,312 134,696
Selling, general and administrative

expenses 31,736 322,987 28,680 26,876 22,982 20,746
Operating income 15,015 152,814 20,677 18,837 16,517 10,790
Income before income taxes

and minority interests 13,956 142,031 20,592 18,356 16,741 8,580
Net income 7,851 79,901 11,893 11,382 10,253 5,231
Net income per share

(Yen and U.S. dollars) ¥ 70.29 $ 0.72 ¥ 105.05 ¥ 100.50 ¥ 9220 ¥ 46.07
Cash dividends per share

(Yen and U.S. dollars) 26.00 0.26 26.00 25.00 18.00 13.00
Capital investment ¥ 4,613 $ 46,954 ¥ 4,071 ¥ 8,281 ¥ 5,236 ¥ 3,671
Depreciation 3,930 39,998 3,401 2,886 2,271 2,184
R&D expenditures 8,018 81,608 6,964 7,564 7,629 4,970
At Year-End

Total assets ¥194,727 $1,981,754 ¥222,386 ¥195,016 ¥181,990 ¥147,158
Working capital 75,087 764,169 64,840 60,351 52,249 42,575
Interest-bearing liabilities 55,417 563,986 33,559 33,764 33,856 29,136
Net assets 82,810 842,770 88,709 80,718 68,882 53,337
Net assets per share

(Yen and U.S. dollars) ¥ 718.68 $ 7.31 ¥ 746.59 ¥ 682.01 ¥ 608.12 ¥ 480.14
No. of employees 5,660 5,663 4,702 4,109 3,716
Ratios

Operating income/net sales 6.2% 8.9% 8.1% 8.3% 6.5%
Income before income taxes and

minority interests/net sales 5.8 8.9 7.9 8.4 5.2
Net income/net sales 3.2 5.1 4.9 5.2 3.1
Return on shareholders’ equity (ROE) 9.6 14.7 15.6 16.8 10.2
Shareholders’ equity/total assets 40.9 38.0 39.6 37.8 36.2

Notes: 1. The U.S. dollar amounts in this annual report are translated from Japanese yen for convenience only, at the rate of ¥98.26 = U.S.$1, on the Tokyo Foreign Exchange Mar-
ket on March 31, 2009.
2. Effective the year ended March 31, 2007, the Daifuku Group has adopted the appropriate accounting standard guidelines for the presentation of net assets in the balance sheet
Please refer to Note 12 in the accompanying Notes to the Consolidated Financial Statements.
3. In the calculation of shareholders’ equity ratio and ROE, net assets, less the amount equivalent to minority interests (average of beginning and end of fiscal period), are used.
4. Net assets used to calculate net assets per share exclude minority interests.
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Consolidated Financial Review

Overview

In the fiscal year ended March 31, 2009, the global economy
plunged into an overall recession as the effects of a financial cata-
strophe in developed countries that had been triggered by the
U.S. subprime loan crisis spilled over into the real economy,
engulfing Japan and other Asian nations. In the material handling
industry, cutbacks in customer capital expenditure, particularly in
the second half, significantly affected operating results.

Under these circumstances, although the Daifuku Group's
sales in the mainstay Logistics Systems segment advanced
steadily, underpinned by an order backlog from the previous fiscal
period, there was a decrease in orders received across all its busi-
nesses. As a result, net orders received (see Note below) fell
13.0% compared with the previous fiscal year to 212,017 million
yen, and consolidated net sales increased 4.6% to 242,182 mil-
lion yen.

Of the consolidated net sales, domestic net sales (sales to cus-
tomers in Japan) fell 11.3% to 115,532 million yen, whereas over-
seas net sales grew 24.9% to 126,650 million yen following the
inclusion of Jervis B. Webb Company (“Webb") in the scope of
consolidation. Consequently, the overseas net sales ratio climbed
from the 43.8% in the previous fiscal year to 52.3%, exceeding
the Three-Year Business Plan target (more than 50%).

Regarding earnings, operating income decreased 27.4% to
15,015 million yen due to such factors as a deterioration in order
profitability and worsening factory operating levels brought about
by the decline in orders received. Factoring in extraordinary losses
incurred, such as a loss on disposal of tangible fixed assets associ-
ated with the redevelopment of the site of a former plant and an
impairment loss on investment securities caused by falling stock
prices, net income plummeted 34.0% to 7,851 million yen.

Note: The previous fiscal year's net orders received were calculated using an actual basis that included an order backlog of 18,543 million yen to the end of December 2007 for
Jervis B. Webb Company (“Webb"), which was acquired at the end of 2007. In the previous fiscal year (the year ended March 31, 2008), the inclusion of Webb into the Dai-
fuku Group's scope of consolidation was limited to the balance sheets by reason of the acquisition date. From the fiscal year under review, however, Webb has been fully
consolidated into Daifuku’s consolidated financial statements, including statements of income.

Operating Results by Business Segment

Logistics Systems
With regard to storage, transport, and picking and sorting sys-
tems for the manufacturing and distribution industries, orders
were generally favorable for large-scale projects for the electron-
ics, distribution and pharmaceutical wholesale industries. In the
second half, however, small- and medium-sized projects suffered
from the effects of the deterioration in the economic environ-
ment. Additional influencing factors were the second-half post-
ponement of capital investment planned for automobile
production lines in the automotive industry as well as postpone-
ment and revision of capital investment plans for cleanroom
transport and storage systems in the electronics industry. In con-
trast, Webb's North America-centered business, which is seeing
sales expansion in airport baggage handling conveyor systems
and an increasing number of inquiries for automatic guided vehi-
cles is carrying the Group's expectations in the months ahead.
Although sales based on the order backlog performed steadily
in all business areas in the segment, projects for which orders
received and sales were recorded within the fiscal year under

review were less than planned. From the profit perspective,
although the aftermarket service business had made steady
progress, the profit ratio inevitably declined due primarily to a
downturn in the factory operating rate in the latter half of the fis-
cal year under review.

As a result, in the Logistics Systems business segment, orders
received decreased 11.4% from the previous fiscal year to
194,953 million yen, net sales increased 7.0% to 223,257 million
yen, and operating income fell 16.2% to 22,050 million yen.

Electronics

The Electronics business underwent major structural reforms,
such as switching to a global products-oriented business, across
its entire operating range, from sales and technology to produc-
tion and aftermarket service, producing some favorable signs,
such as a doubling in the number of project inquiries. However,
these moves were profoundly affected by the decrease in capital
investment in its mainstay manufacturing customers’ businesses
due to the economic downturn.

Net Sales Operating Income Net Income
(Millions of yen) (Millions of yen) (Millions of yen)
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Consequently, in the Electronics business segment, orders
received fell 36.7% from the previous fiscal year to 6,397 million
yen, net sales decreased 24.4% to 7,711 million yen, and there
was a 1,057 million yen fall in operating income resulting in the
recording of an operating loss of 467 million yen.

Other

Although taking the industry lead in this segment’s mainstay
product of car wash machines thanks to eco-friendly models that
reduce water utilization and noise levels, service station and auto-
mobile dealer customer demand trended downward.

As a result, in the Other business segment, orders received fell
21.2% from the previous fiscal year to 10,666 million yen, and
net sales fell 12.5% to 11,213 million yen, with operating income
increasing 39.8% to 545 million yen.

Earnings

As previously mentioned, consolidated net sales increased 4.6%
year on year, but both the cost to sales ratio and the selling, gen-
eral and administrative expenses ratio rose due to such factors as
the deterioration in order profitability and worsening factory
operating levels, leading to operating income decreasing 27.4%

Financial Standing

Assets, Liabilities and Net Assets

As of March 31, 2009, total assets stood at 194,727 million yen, a
decrease of 27,659 million yen compared with the 222,386 mil-
lion recorded at the end of the previous fiscal year. This decrease
was primarily due to a reduction in inventories and a decrease in
cash on hand and in banks under current assets.

Due to these factors, current assets at the fiscal year-end fell
23,077 million yen from a year ago to 142,175 million yen. Fixed
assets also decreased 4,582 million yen to 52,551 million yen due
to such factors as the disposal of tangible fixed assets. Capital
investment for the year under review, which primarily benefited
the Logistics Systems business, was 542 million yen higher than
that of the previous fiscal year, totaling 4,613 million yen.

At 111,916 million yen, total liabilities at the end of the fiscal
year under review were 21,761 million yen less than they had
been at the end of the previous fiscal year due mainly to
decreases in notes and accounts payable and advances on sales
contracts. In contrast, short- and long-term loans increased to

Net Assets and ROE

Total Assets and ROA

to 15,015 million yen. As a result, the operating income margin
fell from 8.9% in the previous fiscal year to 6.2%.

Income before special items, income taxes and minority inter-
ests (sum of operating income and non-operating income and
expenses) decreased 27.9% from the previous fiscal year to
14,882 million yen, due mainly to an increased interest expense
on the increase of long- and short-term borrowings intended to
redouble the Company's funding capability.

Income before income taxes and minority interests (pretax
income) plunged 32.2% compared with the previous fiscal year to
13,956 million yen as a result of recording extraordinary losses
that included the previously mentioned loss on disposal of fixed
assets in connection with the redevelopment of the Komaki
Works and the impairment loss on investment securities caused
by falls on the stock market.

Net income, the result of deducting income taxes and minority
interests from pretax income, decreased 34.0% to 7,851 million yen.
The ratio of net income to net sales slipped from 5.1% to 3.2%.

Consequently, net income per share of common stock was
down from 105.05 yen to 70.29 yen (representing a decrease
from 103.29 yen to 69.09 yen on a diluted basis).

cover future financial needs. Including these factors again, cur-
rent liabilities at the end of the fiscal year under review decreased
33,325 million yen to 67,088 million yen, and long-term debt
increased 11,563 million yen to 44,827 million yen. Total interest-
bearing liabilities, such as short- and long-term borrowings and
corporate bonds, totaled 55,417 million yen, an increase of
21,858 million yen compared with the previous fiscal year-end.

Net assets at the end of the fiscal year under review amounted
to 82,810 million yen, a decrease of 5,899 million yen compared
with the end of the previous fiscal year. The primary contributory
factor was a fall in valuation and translation adjustments associ-
ated with the strong yen, despite an increase in retained earnings.

As a result, net assets per share decreased from 746.59 yen at
the previous fiscal-year end to 718.68 yen, while the equity ratio
remaining sound, rising from 38.0% to 40.9%.

Return on equity (ROE) fell from 14.7% at the end of the previ-
ous fiscal year t0 9.6%.

Interest-Bearing Liabilities
(%) (Millions of yen)
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Cash Flows

Primarily due to decreases in trade payables and advances on
sales contracts, the previous fiscal year's net cash inflow from
operating activities of 21,235 million yen became a net cash out-
flow of 8,425 million yen.

The previous year's net cash used in investing activities of
6,341 million yen increased to 6,900 million yen in the fiscal year
under review. The slight increase was primarily due to the
increased outflow of payments for purchase of property, plant
and equipment, such as the headquarters area upgrade.

Mainly affected by additional proceeds from long-term loans,
the previous year's net cash used in financing activities of 3,631
million yen became an inflow of 16,189 million yen in the fiscal
year under review.

After factoring in the effects of exchange rate and subsidiary
changes to the above, cash and cash equivalents decreased at
the end of the fiscal year under review by 3,312 million yen from
a year ago to 27,902 million yen.

Basic Policy Regarding Dividend Payments, Payments for Fiscal Years 2008 and 2009

As one of its key management issues, Daifuku places the utmost
importance on the payment of dividends to its shareholders.
Based on this, Daifuku adopted a dividend policy based on its
consolidated net income performance, while allocating its resid-
ual surplus to investment funds for future growth.

The year-end dividend of 16 yen per share for the fiscal year
under review matched that of the previous fiscal year. When

Outlook for Fiscal 2009

Economic Situation and Orders Received

Looking ahead, the economic situation cannot be said to have bot-
tomed out, despite increasing public spending in countries across
the globe, and the severity of the downward trend in capital
expenditure, which has a strong bearing on the Daifuku Group in
particular, seems set to increase. Compared with a year before,
the order backlog (as at March 31, 2009), on which business per-
formance is based, has seen a substantial decrease, and it is fur-
ther expected that a fall in project orders during the current fiscal
year (fiscal 2009, ending March 31, 2010) will be unavoidable.

Outlook by Business Segment and Daifuku’s Response
In Factory Automation and Distribution Automation (FA&DA), one
of Daifuku's three mainstay Logistics Systems businesses—cov-
ering storage, transport, and picking and sorting systems for the
manufacturing and distribution industries—there will be a rela-
tively modest decline in orders for large-scale projects, such as
those for the distribution, pharmaceutical and food wholesale
industries. Despite this, there is concern that the slump in orders
for small- and medium-sized projects will be prolonged. On the
positive side, however, there are fields that are sustaining growth,
such as material handling systems for agricultural distribution and
those related to solar cell production. While seeking to increase
business opportunities in these fields, the Company also plans to
keep up with its business performance through the constant
expansion of the aftermarket service business centered around
the broad customer base of automated warehouse systems.

As there are many cases of new investment being postponed
in developed countries, the focus of the Automotive Factory
Automation (AFA) business, covering automobile production line
systems in the automotive industry, will be on projects for such
emerging economies as China. In the ongoing harsh environment
in semiconductors and flat-panel displays, the Company will per-
severe and prepare for the market upturn for its e-Factory
Automation (eFA) business by focusing on the development of
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added to the interim dividend already paid, the dividend for the
year totaled 26 yen per share, again the same as that for the pre-
vious fiscal year.

Due to the anticipated downturn in performance, we are fore-
casting a full-year dividend of 20 yen per share for the current fis-
cal year, made up of equal interim and year-end dividends of 10
yen per share.

next-generation cleanroom transport and storage systems. At
Webb, where sales of airport baggage handling systems remain
brisk, we will be able to witness the synergies derived from
combining Daifuku’s unit load AS/RS with Webb's automatic
guided vehicle.

Daifuku's Electronics business, which is also being impacted by
the ongoing harsh conditions caused by capital expenditure
retrenchment on the part of its customers, will accelerate struc-
tural reforms that encompass its sales system. With the market for
its mainstay car wash machines continuing to show signs of shrink-
age, Daifuku’s Other business segment will also intensify its
streamlining efforts by merging sales subsidiaries, for example.

In contrast, because of the comparatively weak effect that eco-
nomic downturns have on after-delivery maintenance, equipment
upgrades and retrofits, Daifuku is planning to further enhance its
strengths in the aftermarket service business that encompasses
these lines of services, as mentioned earlier.

Under the auspices of the Operations Improvement Committee,
which has already been set up, robust measures are being put in
place to lower the Company's break-even points, centered around
companywide cost reductions and operational streamlining.

Medium- to Long-Term Measures

Over the medium- to long-term, Daifuku will push ahead with a
process of enhancing and combining elements of its business in
anticipation of diversifying and globalizing market needs. In global
terms, the automotive, semiconductor and flat-panel display as
well as the distribution industries have high growth potential. Given
this situation, the Daifuku Group intends to augment its global
response capabilities, including in such areas as the commercializa-
tion of cost-effective equipment for developing countries.

In response to the diversification of market needs, the Com-
pany will widen the horizons of the Logistics Systems business.
Furthermore, by focusing on the development of proprietary,
cutting-edge technologies, Daifuku is aiming to respond to

advanced needs as well as broaden its share of the market through
product differentiation. As such initiatives are underpinned by its
highly skilled employees, Daifuku will focus even more on nurtur-
ing young personnel at global facilities.

Sales and Profit Outlook for Fiscal 2009

To provide added impetus after the economic downturn, the Dai-
fuku Group is developing a positive approach along the lines of
the abovementioned business segments as well as on a compa-
nywide basis. However, in reality it will be difficult for the perfor-
mance and capital expenditures of customer companies to rapidly
recover and revert to growth. Accordingly, Daifuku currently (as
of June 2009) anticipates its sales and earnings for the current
fiscal year to show significant setbacks.

Application of Accounting Standards That Have

a Positive Effect on Sales and Income in Fiscal 2009
The Accounting Standard for Construction Contracts (Percentage-
of-Completion Method, ASBJ Statement No. 15, dated December
27, 2007) comes into effect in Japan from the current fiscal year
ending March 31, 2010. Percentage of completion is an accounting

Business-Related Risks

The main items that the Daifuku Group recognizes as risks and
responds to as such are as follows.

Risk Covered by Internal Control Operations

(Headed by the CRO)

(1) Risk related to overseas business development (changes to
each country’s laws and regulations; changes in the social,
political and economic situation; deterioration of public safety,
disruption to transportation/electric power infrastructure; cur-
rency exchange restrictions and fluctuations; tax system
changes; taxation by transfer price; trade protection regula-
tions; customer credit risk from different commercial prac-
tices; different employment/social insurance systems;
changes in labor environment; difficulties in recruiting/retaining
personnel; outbreaks of disease, etc.)

(2) Major disruption to production (damage to facilities, etc.)

(3) Impact of natural or man-made disasters, war, acts of terror-
ism, strikes, etc.

(4) Environmental problems

(5) Labor relations issues (deterioration in employee-managemnet
relationship, outbreak of industrial disputes, etc.)

(6) Joint ventures (changes in management policy at joint venture
partner(s), change in management environment, etc.)

Risk Covered by Management of Operating Divisions

(1) Changes in conditions of the markets related to semiconduc-
tors, flat-panel displays as well as automobiles (changes in
demand/capital investment trends, etc.)

(2) Product quality issues (product defects/failures, quality
claims/complaints, etc.)

(3) Risk related to development of new products/technologies
(mismatch between new products/technologies and market

method for calculating revenues and costs depending on the
state of progress on a construction contract (project). Previously,
Daifuku had applied the completed-contract method when record-
ing sales with regard to long-term construction contracts. In
accordance with the new accounting standard, from the current
fiscal year, Daifuku will apply the percentage-of-completion
method to projects that meet certain criteria in terms of order
scale and contract duration. The completed-contract method will
still be applied to those projects that fall outside the criteria.

Cautionary Statement with Respect to
Forward-Looking Statements:

The statements contained herein about the future, such as those
in the abovementioned business performance outlook, are for-
ward-looking statements made based on the information cur-
rently available to the Company as of June 2009, as well as
certain assumptions judged to be rational by the Company based
on such information. Readers should bear in mind that, due to
various factors (including but not limited to the risks listed below),
actual results may differ substantially.

needs; rival development with competitor; absence of intellectual
property [IP] right protection; breach of another company's IP
rights; emergence of new alternative technology products
from other companies, etc.)

Risk Covered by Sales Management
(1) Price competition (pressure on profits due to fierce price com-
petition, etc.)

Risk Covered by Manufacturing Control
(1) Increase in raw material prices (sharp increase in prices for
raw materials and components, supply instability, etc.)

Risk Covered by Corporate Affairs Management

(1) Risk related to IP rights (failure to obtain the license for use of
the necessary third-party IP rights/high royalty demands; third-
party allegations of IP right infringement(s); lack of protection
of Daifuku IP rights in certain overseas countries and regions,
etc.)

(2) Information management (leak of important and/or personal
information to outside the Company; use for purposes other
than that intended, etc.)

(3) Securing of personnel (recruitment and retention of compe-
tent personnel; difficulties in training human resources and
securing successors, etc.)

(4) Customer credit risk (customer bankruptcy; doubtful
accounts/bad debts, etc.)

Risk Covered by Compliance Committee

(1) Compliance-related risk (trouble or losses caused by director
or employee failure to observe laws, regulations, standards,
internal regulations, contracts, etc.)
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Consolidated Balance Sheets

Daifuku Co., Ltd. and consolidated subsidiaries
March 31, 2009 and 2008

March 31 March 31 March 31 March 31
2009 2008 2009 2009 2008 2009
(Thousands of (Thousands of
ASSETS (Millions of yen) U.S.dollars) (Note 5) LIABILITIES (Millions of yen) U.S.dollars) (Note 5)
Current assets: Current liabilities:
Cash on hand and in banks (Note 22) ¥ 28,294 ¥ 31,749 $ 287,952 Notes and accounts payable ¥ 27,437 ¥ 42,034 $ 279,237
Notes and accounts receivable 62,715 62,235 638,261 Short term loans and current portion of long term loans (Note 9) 15,909 6,297 161,912
Inventories — 53,512 — Current portion of long-term bonds (Note 9) — 4,000 —
Merchandise and finished goods 3,220 — 32,776 Lease obligations (Note 9) 60 — 611
Work in process 24,698 _ 251,359 Income taxes payable 1,773 3,797 18,050
Raw materials and supplies (Note 9) 7,285 — 74141 Deferred income taxes (Note 21) 57 55 584
Deferred income taxes (Note 21) 3,651 4,299 37,164 Advgnpes on s.ales contracts 8,730 22,284 88,845
Other current assets (Note 9) 12,617 13,732 128,407 Provision for directors’ bonuses ' 22 75 231
Less: allowance for doubtful accounts (307) (276) (3,129) Provision for Io'ssg.s .on construction contracts 78 — 802
Total current assets 142,175 165,253 1,446,935 Other current liabilities 13,018 21,867 132,490
Total current liabilities 67,088 100,413 682,766
Long-term liabilities:
Bonds (Note 9) 10,000 4,000 101,770
Bonds with subscription rights to shares (Note 9) 4,998 4,998 50,865
Fixed assets: Long-term loans (Note 9) 24,509 14,263 249,438
Property, plant and equipment (Notes 6 and 9): Lease obligations (Note 9) 207 _ 2,107
o Long-term payables 561 1,574 5,710
Bwldmgs and strucftures 17,055 20,289 173,579 Deferred income taxes (Note 21) 1,087 2,283 11,068
l\/Iaghmery and vehicles 3,950 4,440 40,206 Provision for retirement benefits (Note 10) 1,419 2,733 14,444
Equipment 1,056 1,305 10,749 Provision for directors’ retirement benefits 83 78 844
Land 11,523 12,008 117.274 Negative goodwill 904 1,060 9,204
Lease assets. 292 - 2,973 Other long-term liabilities 1,057 2272 10,760
Construction in progress 396 931 4,034 .
Others 116 155 1184 Total long-term liabilities 44,827 33,264 456,216
Total property, plant and equipment 34,391 39,130 350,001 Total liabilities 111,916 133,677 1,138,983
Contingent liabilities (Note 12)
NET ASSETS
Intangible assets: Shareholders’ equity (Note 14):
Software 1,968 — 20,037 Common stock:
Goodwill 1.092 1714 11.114 Authorized—ZB0,000,000 shares
Other (Note 9) 1.023 1988 10.413 [ssued— 113,671 ,494 shares 8,024 8,024 81,661
. : Capital surplus 9,029 9,030 91,891
Total intangible assets 4,084 3,703 41,566 Retained earnings 71,078 66,587 723,371
Less: treasury stock, at cost— March 31, 2009 — 2,984,630 shares (2,404) (286) (24,473)
Total shareholders’ equity 85,727 83,355 872,450
Valuation and translation adjustments:

Investments and other assets: Net unrealized loss (gain) on securities (387) 127 (3,944)
esiment nsecues (e nd
Long-term loans 415 423 4,224 9 Y J . : .
Deferred income taxes (Note 21) 2,901 4,843 29,525 Total valuation and translation adjustments (6,178) 1,162 (62,877)
Other (Note 8) 5,914 4,935 60,189
Less: allowance for doubtful accounts (347) (326) (3,538) Minority interests 3,261 4,191 33,196

Total investments and other assets 14,075 14,299 143,249 Total net assets 82,810 88,709 842,770
Total assets ¥194,727 ¥222,386 $1,981,753 Total liabilities and net assets ¥194,727 ¥222,386 $1,981,753

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Income

Daifuku Co., Ltd. and consolidated subsidiaries
For the years ended March 31, 2009 and 2008

Consolidated Statements of Changes in Net Assets

Daifuku Co., Ltd. and consolidated subsidiaries
For the years ended March 31, 2009 and 2008

Shareholders’ Equity

March 31 March 31
2009 2008 2009
(Thousands of
(Millions of yen) U.S.dollars) (Note 5)
Net sales ¥242,182 ¥231,619 $2,464,709
Cost of sales (Note 16) 195,430 182,260 1,988,908
Gross profit 46,752 49,358 475,801
Selling expenses (Note 15) 16,468 14,650 167,604
General and administrative expenses (Notes 15 and 16) 15,267 14,030 155,382
Operating income 15,015 20,677 152,814
Other income:
Interest income 249 316 2,535
Dividend income 92 86 937
Refunded foreign taxes 5 162 57
Dividend distribution from silent partnership — 119 —
Amortization of negative goodwill 100 — 1,022
Land and house rental revenue 152 — 1,551
Miscellaneous income 380 398 3,869
Other expenses:
Interest expenses 795 440 8,098
Foreign exchange loss 139 411 1,422
Loss on amortization of value-added taxes — 135 —
Miscellaneous expenses 177 147 1,804
Income before special items, income taxes
and minority interests 14,882 20,628 151,462
Special income:
Gain on sales of property, plant and equipment 69 20 708
Gain on sales of investments in securities 1 239 19
Reversal of allowance for doubtful accounts 28 — 289
Others 9 33 92
Special loss:
Loss on sales of property, plant and equipment (Note 20) 8 5 88
Loss on disposal of property, plant and equipment (Note 17) 424 143 4,321
Loss on valuation of investments in securities 431 101 4,389
Losses on impairment of fixed assets (Note 18) 119 — 1,211
Loss on prior periods adjustment — 56 —_
Others 52 22 529
Income before income taxes and minority interests 13,956 20,592 142,031
Income taxes (Note 21):
Current 4,324 6,785 44,010
Deferred 2,000 1,335 20,358
6,324 8,120 64,368
Minority interests in net income of consolidated subsidiaries (219) 578 2,238
Net income ¥ 7,851 ¥ 11,893 $ 79,900
(U.S.dollars)
(Yen) (Note 4)
Net income per share (Note 27) ¥ 70.29 ¥ 105.05 $ 0.72
Cash dividends per share 26.00 26.00 0.26

The accompanying notes are an integral part of these statements.
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Number of Treasury Total
shares of Common Capital Retained stock, shareholders’

common stock stock surplus earnings at cost equity
(Thousands) (Millions of yen)

Balance at March 31, 2007 113,671 ¥8,024 ¥9,028 ¥57,577 ¥ (240) ¥74,389
Net income — — — 11,893 — 11,893
Cash dividends — — — (2,830) — (2,830)
Bonuses to directors — — — (11) — (11)
Decrease of newly

consolidated subsidiaries — — — (40) — (40)
Purchase of treasury stock — — — — (47) (47)
Disposal of treasury stock — — 1 — 1 2
Net changes of items other

than shareholders’ equity — — — — — —

Balance at March 31, 2008 113,671 ¥8,024 ¥9,030 ¥66,587 ¥ (286) ¥83,355
Effect of changes in accounting

policies applied to foeign

subsidiaries — — — (441) — (441)
Net income — — — 7,851 — 7,851
Cash dividends —_ —_ —_ (2,918) — (2,918)
Purchase of treasury stock — — — — (2,129) (2,129)
Disposal of treasury stock — — (1) — 10 9
Net changes of items other

than shareholders’ equity — — — — — —

Balance at March 31, 2009 113,671 ¥8,024 ¥9,029 ¥71,078 ¥(2,404) ¥85,727

Valuation and Translation Adjustments
Net Foreign Total
unrealized Deferred currency valuation and
loss (gain) loss (gain) translation translation Minority Total net
on securities on hedges adjustments adjustments interests assets
(Millions of yen)

Balance at March 31, 2007 ¥1,001 ¥(60) ¥ 1,896 ¥ 2,837 ¥3,490 ¥80,717
Net income — — — — — 11,893
Cash dividends — — — — — (2,830)
Bonuses to directors — — — — — (11)
Decrease of newly

consolidated subsidiaries — — — — — (40)
Purchase of treasury stock — — — — — (47)
Disposal of treasury stock — — — — — 2
Net changes of items other

than shareholders’ equity (873) 78 (879) (1,674) 700 (973)

Balance at March 31, 2008 ¥ 127 ¥18 ¥1,016 ¥1,162 ¥4,191 ¥88,709
Effect of changes in accounting

policies applied to foeign

subsidiaries — — — — — (441)
Net income — — — — — 7,851
Cash dividends — — — — — (2,918)
Purchase of treasury stock — — — — — (2,129)
Disposal of treasury stock — — — — —_ 9
Net changes of items other

than shareholders’ equity (514) (51) (6,774) (7,341) (929) (8,270)

Balance at March 31, 2009 ¥ (387) ¥(32) ¥(5,758) ¥(6,178) ¥3,261 ¥82,810

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Changes in Net Assets (Continued)

Daifuku Co., Ltd. and consolidated subsidiaries
For the years ended March 31, 2009 and 2008

Shareholders’ Equity

Number of Treasury Total
shares of Common Capital Retained stock, shareholders’
common stock stock surplus earnings at cost equity
(Thousands) (Thousands of U.S. dollars) (Note 4)
Balance at March 31, 2008 113,671 $81,661 $91,903 $677,667 $ (2,917) $848,313
Effect of changes in accounting
policies applied to foeign
subsidiaries — — — (4,497) — (4,497)
Changes of items during the period
Net income — — — 79,900 — 79,900
Cash dividends — — - (29,699) — (29,699)
Purchase of treasury stock — — — — (21,667) (21,667)
Disposal of treasury stock — — (11) — 111 100
Net changes of items other
than shareholders’ equity — — — — — —
Balance at March 31, 2009 113,671 $81,661 $91,891 $723,371 $(24,473) $872,450
Valuation and Translation Adjustments
Net Foreign Total
unrealized Deferred currency valuation and
loss (gain) loss (gain) translation translation Minority Total net
on securities on hedges adjustments adjustments interests assets
(Thousands of U.S. dollars) (Note 4)
Balance at March 31, 2008 $1,295 $ 188 $10,348 $11,832 $42,635 $902,799
Effect of changes in accounting
policies applied to foeign
subsidiaries — — — — — (4,497)
Changes of items during the period
Net income —_ —_ —_ —_ — 79,900
Cash dividends — — — — — (29,699)
Purchase of treasury stock — — — — — (21,667)
Disposal of treasury stock — — — — — 100
Net changes of items other
than shareholders’ equity (5,239) (522) (68,948) (74,710) (9,456) (84,166)
Balance at March 31, 2009 $(3,944) $(333) $(58,599) $(62,877) $33,196 $842,770

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Cash Flows

Daifuku Co., Ltd. and consolidated subsidiaries
For the years ended March 31, 2009 and 2008

March 31

March 31

2009

2008

2009

(Millions of yen)

(Thousands of
U.S.dollars) (Note 5)

Cash flows from operating activities:

Income before taxes and minority interests ¥13,956 ¥20,592 $142,031
Adjustments for:
Depreciation 3,930 3,401 39,998
Amortization of goodwill 230 159 2,344
Amortization of negative goodwill (100) — (1,022)
Interest and dividend income (341) (403) (3,472)
Interest expenses 795 440 8,098
Loss on disposal or sales of property, plant and equipment 433 149 4,409
Gain on sales of investments in securities (1) (229) (19)
Decrease (increase) in notes and account receivables (4,510) 3,939 (45,900)
Decrease in inventories 16,926 1,354 172,265
Decrease in notes and account payable (10,117) (7,720) (102,964)
Increase (decrease) in advances on sales contracts (15,162) 10,041 (154,313)
Other, net (7,935) (4,025) (80,755)
Subtotal (1,896) 27,700 (19,300)
Interest and dividend income received 333 402 3,398
Interest expenses paid (752) (447) (7,653)
Income taxes paid (6,370) (6,783) (64,834)
Other, net 259 356 2,639
Net cash used in (provided by) operating activities (8,425) 21,235 (85,750)
Cash flows from investing activities:
Investments in time deposits (258) (1,297) (2,631)
Proceeds from refund of time deposits 311 1,295 3,165
Payments for purchase of property, plant and equipment (4,938) (3,862) (50,255)
Proceeds from sales of property, plant and equipment 77 3 791
Payments for purchase of investments in securities (2,107) (706) (21,447)
Proceeds from sales of investments in securities 13 310 134
Payments for purchase of stock of subsidiaries
and affiliates (19) (2,330) (201)
Collection of loans receivable 9 21 93
Other, net 12 224 126
Net cash used in by investing activities (6,900) (6,341) (70,223)
Cash flows from financing activities:
Increase (decrease) in short-term loans, net 2,837 (132) 28,880
Proceeds from long-term loan 21,579 3,000 219,620
Repayment of long-term loan (3,979) (4,356) (40,501)
Proceeds from issuance of bonds 5,894 3,972 59,985
Redemption of bonds (4,000) (3,000) (40,708)
Proceeds from disposal of treasury stock 9 2 100
Payments for purchase of treasury stock (2,129) (47) (21,667)
Payment of cash dividends (2,910) (2,824) (29,618)
Other, net (Note 22) (1,113) (145) (11,334)
Net cash provided by (used in) financing activities 16,189 (3,531) 164,757
Effect of exchange rate change on cash and cash equivalents (4,194) (384) (42,689)
Net (decrease) increase in cash and cash equivalents (3,331) 10,978 (33,906)
Cash and cash equivalents at beginning of year 31,215 19,969 317,678
Increase in cash and cash equivalents resulting from
change of scope of consolidation 18 266 191
Cash and cash equivalents at end of year (Note 22) ¥27,902 ¥31,215 $283,963
The accompanying notes are an integral part of these statements.
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Notes to the Consolidated Financial Statements
Daifuku Co., Ltd. and consolidated subsidiaries
For the years ended March 31, 2009 and 2008

1. Basis of presenting consolidated financial
statements

The accompanying consolidated financial statements have
been prepared based on the accounts maintained by Dai-
fuku Co., Ltd. (the "Company”) and their consolidated
subsidiaries.

The Company and its domestic subsidiaries have main-
tained their accounts and records in accordance with the
provisions set forth in the Japanese Corporate Law and in
conformity with generally accepted accounting principles
prevailing in Japan, which are different in certain respects
as to application and disclosure requirements of Interna-
tional Financial Reporting Standards, and are compiled
from the consolidated financial statements prepared by
the Company as required by the Financial Instruments and
Exchange Law of Japan.

The accounts of the consolidated overseas subsidiaries
are based on their accounting records maintained in con-
formity with generally accepted accounting principles and
practices prevailing in the respective countries in which the
subsidiaries have been incorporated. Necessary adjust-
ments to the accounts of the consolidated overseas sub-
sidiaries have been reflected in the accompanying
consolidated financial statements, in all material respects,
to present them in conformity with International Financial
Reporting Standards or accounting principles generally
accepted in the United States of America. (See Note 3
“Accounting Change” (1) Application of the “Practical Solu-
tion on Unification of Accounting Policies Applied to For-
eign Subsidiaries for Consolidated Financial Statements.”)

The presentation of the accompanying consolidated
financial statements is made in conformity with the “Reg-
ulations Concerning Terminology, Forms and Preparation
Methods of Consolidated Financial Statements” (ordi-
nance promulgated by the Cabinet office) and meets the
requirements for the disclosure of financial information of
the Company on a consolidated basis.

Amounts less than ¥1 million and $1 thousand have
been omitted. As a result, the totals shown in the consoli-
dated financial statements and notes thereto do not neces-
sarily agree with sum of the individual account balances.

However, certain account balances, as disclosed in the
basic consolidated financial statements in Japan, have
been reclassified to the extent deemed necessary to
enable presentation in a form which is more familiar to
readers outside Japan.

2. Summary of significant accounting policies

(1) Principles of consolidation

The consolidated financial statements consist of the

accounts of the parent company and 51 subsidiaries as of

March 31, 2009 (54 subsidiaries as of March 31, 2008).
ForgePro India Pvt., Ltd., which was not consolidated for

the fiscal year ended March 31, 2008 (fiscal 2007) is included
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in the consolidation for the fiscal year ended March 31, 2009
(fiscal 2008) due to the being increased of its significance.

Daifuku Pioneer Co., Ltd. and Daifuku Bowl-More Ltd.
which were consolidated for the fiscal year 2007 were
merged with Taiwan Daifuku Co., Ltd. and Daifuku Qubica
AMF Co., Ltd. respectively and Jervis B. Webb Company
of Georgia and The Triax Company which were consolidat-
ed for the fiscal year 2007 were liquidated in the fiscal
year 2008 so these were not included in the consolidation
for the fiscal year 2008.

The Company had two affiliates including Renace Labora-
tory, Inc. as of March 31, 2009 (one non-consolidated sub-
sidiary and two affiliates as of March 31, 2008) which were
accounted for not by the equity method but cost method
since the net income and the balance of retained earnings of
these companies were not significant as of March 31, 2009.

The Company had three affiliates including Webb India
Pvt., Ltd. and Chengde Webb Conveyor Machinery Co.,
Ltd. as of March 31, 2009 (three affiliates as of March 31,
2008), which are accounted for by the equity method.
These affiliates are consolidated by the accounts as of
their fiscal years because their fiscal years were different
from the Company'’s.

The consolidated subsidiaries adopt the same fiscal
year as the Company except that 32 and 35 foreign con-
solidated subsidiaries as of March 31, 2009 and 2008,
respectively adopt their fiscal years ended on December
31. For the consolidation of these foreign subsidiaries, the
Company makes appropriate adjustments for any material
transactions subsequent to December 31.

All significant intercompany transactions, account bal-
ances and unrealized profit among the consolidated group
have been eliminated.

(2) Translation of foreign currencies

Accounts receivable and payable denominated in foreign
currencies are translated into Japanese yen at the
exchange rates prevailing at the balance sheet date.
Resulting gains and losses are charged or credited to
income for the period.

Assets, liabilities, income and expenses of foreign sub-
sidiaries and affiliates accounted for by the equity method
are translated into Japanese yen at year-end exchange rates.
Shareholders’ equity of foreign subsidiaries and affiliates is
translated into Japanese yen at the historical exchange rates.
The translation differences in Japanese yen arising from the
use of different rates are recorded as “Foreign currency
translation adjustments” in the consolidated balance sheets.

A portion equivalent to the equity of minority interests
is included in “Minority interests” and the Company's
portion is presented as a separate component of net
assets in the consolidated balance sheets.

(3) Cash and cash equivalents

Cash and cash equivalents include all highly liquid invest-
ments, generally with an original maturity date of three
months or less, that are readily convertible to known
amounts of cash and are so near maturity that they pre-
sent insignificant risk of changes in value.

(4) Inventories

Inventories are stated at the lower of cost or market. The
cost for components relating to material handling systems
and raw materials is determined by the moving-average
method, while the specific identification method is used
for other inventories.

(5) Financial instruments
(a) Derivatives
All derivatives are stated at fair value.

(b) Securities

Under the Japanese accounting standard for financial
instruments, securities are classified into four categories,
that is, “trading securities,” “held-to-maturity debt securi-
ties,” "investments in subsidiaries and affiliates” and
"“other securities.”

“Trading securities” are the securities that are held for
the purpose of generating profits from short-term changes
in prices. “Held-to-maturity debt securities” are the debt
securities that the Company has an intention to hold to
maturity.

The Company and its subsidiaries also have “invest-
ments in non-consolidated subsidiaries and affiliates” and
“other securities”.

“Investments in non-consolidated subsidiaries and affili-
ates"” are stated at cost and cost of securities sold is
determined based on the moving average method.

“Other securities” for which market quotations are available
are stated at fair value. Unrealized gain or loss on securities
included as a component of net assets in the balance sheets,
and cost of securities sold is determined based on the moving
average method.

"Other securities” for which market quotations are
unavailable are stated at cost and cost of securities sold is
determined based on the moving average method.

(c) Hedge accounting
(1 Gains or losses arising from changes in fair value of
the derivatives designated as “hedging instruments”
are deferred as assets or liabilities and included in
net profit or loss in the same period during which the
gains and losses on the hedged items or transac-
tions are recognized.

The interest rate swaps which meet the excep-
tional criteria to apply hedge accounting are not
revalued to market value, but the differential paid or
received under the swap agreements is recognized
and included in interest expense or income.

(@ The derivatives designated as hedging instruments
by the Company are mainly forward exchange

contracts and interest swap agreements. The corre-
sponding hedged items are accounts receivable and
payable, futures transactions denominated in foreign
currencies, and long-term bank loans.

The Company has a policy to utilize the above
hedging instruments in order to reduce the Compa-
ny's exposure to the risk of fluctuations in foreign
exchange and interest rates. Thus, the Company's
purchases of hedging instruments are limited to, at
maximum, the amounts of the hedged items.

(® The implementation and management of hedge
transactions are carried out to hedge the risk of fluc-
tuations of currency rates and interest rates in accor-
dance with internal regulations which provide
transaction and authorization limits.

(6) Matters regarding the valuation of assets and
liabilities of consolidated subsidiaries

The assets and liabilities of consolidated subsidiaries are

stated at fair value.

(7) Depreciation of fixed assets

) Property, plant and equipment (excluding lease
assets)
Property, plant and equipment are stated at cost.
Depreciation of these assets of the Company and its
domestic subsidiaries is computed principally on the
declining-balance method, at rates based on the esti-
mated useful lives of the assets. Depreciation of
buildings, acquired on or after April 1, 1998, is com-
puted on the straight-line method, at rates based on
the estimated useful lives of the assets.

Depreciation of the assets of the consolidated
overseas subsidiaries is computed principally on the
straight-line method.

Property, plant and equipment are principally
depreciated by the declining-balance method. The
estimated useful life over which the asset is depreci-
ated and the treatment of undepreciated balances is
principally determined according to the same stan-
dards set out in the Corporation Tax Law of Japan.

Normal repairs and maintenance, including minor
renewals and improvements, are charged to income
as incurred.

(Additional information)

In accordance with the revision made to the Japanese
Corporation Tax Law, the Company and its domestic con-
solidated subsidiaries reviewed useful life of machinery
and equipment and changed their useful life.

As a result of this change, “Operating income,”
“Income before special items, income taxes and minority
interests,” and “Income before income taxes and minority
interests” decreased by ¥198 million ($2,025 thousand)
respectively, for the fiscal year under review, as compared
with the previous accounting method.

The impact to segment information is described in note 26.
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@ Intangible assets
Intangible assets are principally amortized by the
straight-line method.

Amortization of software for internal use is com-
puted using the straight-line method over the esti-
mated in-house working life of five years

(@) Lease assets
Finance lease transactions which transfer the own-
ership:

The lease assets are depreciated using the same
method as the fixed assets in the Company’s pos-
session.

Finance lease transactions which do not transfer
the ownership:

The leased assets are fully depreciated using the
straight-line method over the lease-term equivalent
which represents the expected useful life on the
basis that the residual value equals to zero (In the
case there are any leases with guaranteed residual
value, such value is regarded as accounting.)

(8) Impairment of property, plant and equipment

The Company and its subsidiaries review its property, plant
and equipment for impairment whenever events or changes
in circumstances indicate that the carrying amount of an
asset may not be recoverable. An impairment loss shall be
recognized in the income statement by reducing the carrying
amount of impaired assets or a group of assets to the recov-
erable amount to be measured as the higher of net selling
price or value in use.

(9) Goodwill and negative goodwill

Goodwill and negative goodwill recognized by the Compa-
ny and consolidated subsidiaries are being amortized on a
straight-line basis from five years to 15 years.

(10) Income taxes

Income taxes of the Company and its consolidated sub-
sidiaries consist of corporate income taxes, local inhabi-
tants taxes and enterprise taxes.

Deferred income taxes were determined using the
asset and liability approach, whereby deferred tax assets
and liabilities were recognized in respect of temporary dif-
ferences between the tax basis of assets and liabilities
and those reported in the financial statements.

(11) Allowance for doubtful accounts

To prepare for losses on uncollectible account receivable,
the Company and its consolidated domestic subsidiaries
provide allowances for doubtful accounts based on histori-
cal default rates with respect to receivables, and specific
allowances for doubtful trade receivables and advances at
estimated amounts considered to be uncollectible after
reviewing individual collectibility. In consolidated overseas
subsidiaries, allowances are provided mainly for specific
receivables at estimated amounts considered to be uncol-
lectible after reviewing their collectibility.
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(12) Provision for retirement benefits

Retirement benefit costs for employees of the Company
and its subsidiaries are provided based on estimates of
the pension obligations and the plan assets at the end of
the fiscal year.

Unrecognized prior service obligations are amortized on
a straight-line basis over the average estimated remaining
service year of the employee (five years) from the time
such liability arose.

The actual difference is amortized on a straight-line
basis over the average remaining service years of the
employee (five years) from the next fiscal year after such
gain or loss occurs.

(13) Provision for directors’ retirement benefits
Anticipation payment of retirement benefits to directors of
one consolidated domestic subsidiary is determined in
accordance with company policy and accrued as of the
end of the fiscal year.

(14) Provision for directors’ bonuses
Bonuses payable to directors and corporate auditors are
accrued at an estimated amount incurred for the period.

(15) Provision for losses on construction contracts
Provision for losses on construction contracts is provided
for based on estimated amounts of losses from uncomplet-
ed construction contracts as of the end of the fiscal year.

(16) Japanese consumption taxes

Consumption taxes withheld by the Company and its
domestic subsidiaries on sales of products are not includ-
ed in the amount of “Net sales” in the accompanying con-
solidated statements of income. Equally, any consumption
taxes borne by the Company on goods, services and
expenses are not included in the accompanying consoli-
dated statements of income, but are recorded as an asset
or liability in the consolidated balance sheet.

(17) Reclassifications
Certain prior-year amounts in the accompanying consoli-
dated balance sheets have been reclassified to conform to
the current year presentation.

There are no significant impacts.

3. Accounting change

(1) Application of the “Practical Solution on Unifica-
tion of Accounting Policies Applied to Foreign Sub-
sidiaries for Consolidated Financial Statements”

The Company applied the “Practical Solution on Unifica-

tion of Accounting Policies Applied to Foreign Subsidiaries

for Consolidated Financial Statements” (ASBJ Practical

Issues Task Force No. 18, issued on May 17, 2006)effec-

tive April 1, 2008, and has made the necessary adjust-

ments to consolidated financial statements.
These adjustments increased operating income;
income before special items, income taxes and minority

interests; and income before income taxes and minority
interests by ¥311 million ($3,168 thousand), ¥286 million
($2,917 thousand) and ¥323 million ($3,293 thousand),
respectively, for the year ended March 31, 2009.

Also, the beginning retained earnings at April 1, 2008
was decreased downward by ¥441million ($4,497 thou-
sand) and, accordingly, the year-end retained earnings at
March 31, 2009 was decreased by the same amount.

The impact of this change on segment information is
described in the relevant part of note 26.

(2) Accounting Standard for Lease Transactions
Finance lease transactions that do not transfer the owner-
ship of the leased assets to the lessees had previously
been accounted for by applying the accounting treatment
similar to that for rental transactions. However, beginning
the year ended March 31, 2009, the Company applied the
“Accounting Standard for Lease Transactions” (ASBJ
Statement No. 13, originally issued on June 17, 1993, and
last revised on March 30, 2007) and the “Guidance on
Accounting Standard for Lease Transactions” (ASBJ Guid-
ance No. 16, issued on January 18, 1994, and last revised
on March 30, 2007), whereby the previous accounting
treatment was changed to that for ordinary sale and pur-
chase transactions.

In the finance lease transactions that do not transfer
the ownership of the leased assets, depreciation of leased
assets is calculated by the straight-line method based on
the assumption that the useful life equals to the lease
term and the residual value equals to zero. (In the case
there are any leases with guaranteed residual value, such
value is regarded as accounting.).

Of the finance lease transactions that do not transfer
the ownership of the leased assets, however, those for
which the commencement day of lease transactions fell
prior to the initial fiscal year of the application of the above
Accounting Standard continue to be treated for accounting
purposes as rental transactions.

This accounting change had no material impact on oper-
ating income; income before special items, income taxes
and minority interests; and income before income taxes
and minority interests for the year ended March 31, 2009.

4. Reclassification of presentation

(1) Consolidated balance sheets
(a) As the "“Cabinet Office Ordinance Amending Part of
Regulations Concerning Terminology, Forms and Prepara-
tion Methods of Financial Statements” (Cabinet Office
Ordinance No. 50, issued on August 7, 2008) is to be
applied, the line item “Inventories” presented in the previ-
ous years' balance sheet has been divided into “Merchan-
dise and finished goods,” "Work in process” and “Raw
materials and supplies,” beginning the year ended March
31, 2009.

The amounts of “Merchandise and finished goods,”
“"Work in process” and “Raw materials and supplies”
included in the “Inventories” in the previous year, ended

March 31, 2008, were ¥3,400 million ($34,604 thousand),
¥42,796 million ($435,538 thousand) and ¥7,316 million
($74,460 thousand), respectively.

(b) As its materiality has increased, “Software" (previously
included in “Other” of “Intangible assets”) is presented
as a new independent line item within “Intangible
assets,” beginning the year ended March 31, 2009.

The amount of “Software” included in “Other” in the
previous year, ended March 31, 2008, was ¥1,346 million
($13,699 thousand).

(2) Consolidated statements of income
As its materiality has increased, “Land and house rent
received” (previously included in “Miscellaneous income”
of “Other income”) is now presented as a new indepen-
dent line item within “Other income.”

The amount of “Land and house rent received” includ-
ed in “Miscellaneous income” in the previous year, ended
March 31, 2008, was ¥105 million ($1,077 thousand).

(3) Consolidated statements of cash flows
In order to augment the comparability of financial state-
ments addressing the addition of XBRL to the EDINET fil-
ing system, “Payments for additional purchase of stocks
of consolidated subsidiaries,” which were presented as
an independent line item in the previous year's statement
of cash flows, have been combined into “Payments for
purchase of stocks of subsidiaries and affiliates” from the
year ended March 31, 2009.

The amount of “Payments for additional purchase of
stocks of consolidated subsidiaries” in the previous year,
ended March 31, 2008, was ¥108 million ($1,108 thousand).

5. United States dollar amounts

The Company prepares its consolidated financial state-
ments in Japanese yen. The U.S. dollar amounts included
in the accompanying consolidated financial statements
and notes thereto represent the arithmetical results of
translating yen into dollars at the rate of ¥98.26 to U.S. $1,
being the effective rate of exchange at March 31, 2009.
The inclusion of such dollar amounts is solely for conve-
nience and is not intended to imply that yen amounts have
been or could be readily converted, realized or settled in
dollars at a rate of ¥98.26 to U.S. $1 or at any other rate.

6. Accumulated depreciation of property, plant
and equipment

Accumulated depreciation of property, plant and equip-
ment was ¥40,950 million ($416,760 thousand) and
¥42,936 million for the years ended March 31, 2009 and
2008, respectively.
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7. Investments in securities

Securities with carrying amounts on the consolidated bal-
ance sheets that exceed their acquisition cost were as fol-
lows:

March 31, 2009
(Millions of yen)
Carrying
amount on the

Acquisition  consolidated
cost balance sheet  Difference

Investments in securities:
Equity securities ¥524 ¥794 ¥270

March 31, 2008
(Millions of yen)

Carrying
amount on the
Acquisition  consolidated

the acquisition cost and in a case where the condition
remains the same for the past two years for those securi-
ties whose degree of decline is more than 40% and
below 50% of acquisition cost.

Of those securities with carrying amounts on the con-
solidated balance sheets that do not exceed their acquisi-
tion cost, the above bond is convertible bonds with
subscription rights to shares issued by the Company.

Held-to-maturity bonds with market value as of March
31, 2009 and 2008:

Not applicable

“Other securities” sold during the years ended March
31, 2009 and 2008 were as follows:

March 31
2009 2008

cost balance sheet  Difference (Millions of yen)
Investments |n'Slecur|t|es: Proceeds of  Gain on Losson Proceeds of Gainon Loss on
Equity securities ¥925 ¥1,427 ¥502 Sales Sales Sales Sales Sales Sales
March 31, 2009 ¥13 ¥ ¥— ¥310 ¥239 ¥9
(Thousands of U.S. dollars) March 31
Carrying 2009
amount on the
Acquisition  consolidated _ (Thousands of U.S. dollars)
cost balance sheet Difference Proceeds of  Gain on Loss on
Investments in securities: Sales Sales Sales
Equity securities $5,340 $8,090 $2,750 $134 $19 $—

Securities with carrying amounts on the consolidated
balance sheets that do not exceed their acquisition cost
were as follows:

Book values of “other securities” which are not mar-
ketable as of March 31, 2009 and 2008 were summarized
as follows:

March 31, 2009 March 31 March 31
(Millions of yen) 2009 2008 2009
Carrying (Thousands of
- amoun}_gnttge (Millions of yen) U.S. dollars)
cquisition consolidate: . L.
cost balance sheet  Difference Investments in securities:
) e Investment in non-consolidated
Investments in securities: L o
Equity securities ¥2 965 ¥2 109 ¥(856) subsidiaries and affiliates ¥248 ¥ 444 $2,530
Bond 1,891 1,855 (35) Other_securmes N
Unlisted securities 184 1,211 1,876
Total ¥4,857 ¥3,965 ¥(892)

March 31, 2008
(Millions of yen)

Carrying

amount on the
Acquisition  consolidated
cost balance sheet  Difference

Investments in securities:
Equity securities ¥1,774 ¥1,339 ¥(434)

March 31, 2009
(Thousands of U.S. dollars)

Carrying
amount on the
Acquisition  consolidated

cost balance sheet Difference

Investments in securities:
Equity securities $30,181 $21,466 $(8,714)
Bond 19,250 18,885 (365)
Total $49,432 $40,352 $(9,079)

The acquisition cost in the above tables is representa-
tive of book value.

The Company recognized an impairment loss on securi-
ties of ¥427 million ($4,348 thousand) for the fiscal year
ended March 31, 2009. Impairment is calculated on those
securities whose degree of decline is more than 50% of
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8. Investments in non-consolidated subsidiaries
and affiliates

Investments in non-consolidated subsidiaries and affiliates
included in respective accounts are as follows:

March 31 March 31
2009 2008 2009
(Thousands of
(Millions of yen) U.S. dollars)
Investments in securities ¥248 ¥444 $2,530
Investments and other assets,
Other (investments in capital) 132 167 1,344

9. Short-term borrowings and long-term debt

Short-term borrowings are principally bank loans.

The weighted average interest rates applicable to the
short-term loans outstanding as of March 31, 2009 were
2.7%.

Short-term borrowings outstanding as of March 31,
2009 and 2008 consisted of the following:

March 31 March 31
2009 2008 2009
(Thousands of
(Millions of yen) U.S. dollars)

Loans from banks

Secured and unsecured ¥4,659 ¥2,310 $47,423

Long-term borrowings are principally bank loans.

The weighted average interest rates applicable to the long-
term loans outstanding as of March 31, 2009 were 1.8%.

Long-term debt outstanding as of March 31, 2009 and
2008, consisted of the following:

March 31 March 31
2009 2008 2009
(Thousands of
(Millions of yen) U.S. dollars)

Loans, principally from banks
Secured and unsecured ¥35,759 ¥18,250 $363,927
Less: portion due within one year11,249 3,987 114,488

Subtotal 24,509 14,263 249,438
Bonds
0.42% yen unsecured bonds,
due 2008 — 2,000 —
0.47% yen unsecured bonds,
due 2008 — 2,000 —

Zero coupon yen unsecured
convertible bonds, due 2011 4,998 4,998 50,865
1.35% yen unsecured bonds,

due 2013 3,200 — 32,566
1.36% yen unsecured bonds,

due 2013 800 — 8,141
2014 and thereafter 6,000 4,000 61,062
Bonds total 14,998 12,998 152,635
Less: portion due within one year — 4,000 —
Subtotal 14,998 8,998 152,635
Total ¥39,507 ¥23,261 $402,074

The 0.42% unsecured bonds in the principal amount of
¥ 2,000 million, due 2008, issued on May 31, 2005, were
issued in Japan at their face value.

The 0.47% unsecured bonds in the principal amount of
¥ 2,000 million, due 2008, issued on May 31, 2005, were
issued in Japan at their face value.

The 1.35% unsecured bonds in the principal amount of
¥ 2,500 million, due 2013 issued on February 15, 2008,
were issued in Japan at their face value.

The 1.36% unsecured bonds in the principal amount of
¥ 800 million, due 2013, issued on February 15, 2008,
were issued in Japan at their face value.

The 1.35% unsecured bonds in the principal amount of
¥ 700 million, due 2013, issued on February 15, 2008,
were issued in Japan at their face value.

The zero coupon unsecured convertible bonds with
subscription rights to shares in the principal amount of ¥
4,998 million, due 2011, issued on February 7, 2006, were
issued in Japan at their face value (¥5,000 million).

The 1.70% unsecured bonds in the principal amount of
¥ 2,000 million, due 2014, issued on January 30, 2009,
were issued in Japan at their face value.

The 2.02% unsecured bonds in the principal amount of
¥ 2,000 million, due 2014, issued on March 25, 2009,

were issued in Japan at their face value.

The 1.80% unsecured bonds in the principal amount of
¥ 2,000 million, due 2014, issued on March 25, 2009,
were issued in Japan at their face value.

Bond details

The outstanding aggregate annual maturity of long-term
debt other than the portion due within one year as of
March 31, 2009 was as follows:

(Thousands of

Year ending March 31, (Millions of yen) U.S. dollars)
2011 ¥ 4,998 $ 50,865
2012 — _
2013 4,000 40,708
2014 6,000 61,062

¥14,998 $152,635

Loan details

The outstanding aggregate annual maturity of long-term
loans other than the portion due within one year as of
March 31, 2009 was as follows:

(Thousands of

Year ending March 31, (Millions of yen) U.S. dollars)
2011 ¥ 3,032 $ 30,860
2012 850 8,659
2013 55 564
2014 20,505 208,685

¥24,444 $248,770

Convertible bonds with subscription rights to shares,
unless previously redeemed, are convertible into shares of
common stock of the Company at the following current
conversion prices:

Convertible Conversion price Conversion
bonds per share period

Zero coupon
yen unsecured ¥2,586
bonds, due 2011 ($26.31)

March 1, 2006—
March 30, 2011

When requested by bondholders who intend to exer-
cise the stock subscription rights, in lieu of paying
redemptions of the bonds, the Company acknowledges
that subscription payment necessary upon the exercise of
subscription right is wholly paid. Such request is deemed
to be made when bondholders exercise their subscription
rights.

The Company has unsecured convertible bonds issued
by the Company with subscription rights to shares, of the
face value of ¥1,990 million ($ 20,252 thousand) and they
are included in “Investments in securities” at the carrying
amount of ¥1,855 million ($ 18,885 thousand).
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Lease obligation details
Lease obligations outstanding as of March 31, 2009 and
2008 consisted of the following:

March 31 March 31

2009 2008 2009

(Thousands of
(Millions of yen) U.S. dollars)

Lease obligations ¥267 ¥— $2,719
Less: portion due within one year 60 — 611
¥207 ¥— $2,107

The Company contributed certain marketable equity
securities to an employee retirement benefit trust, which
is included in plan assets.

The provision for retirement benefits as of March 31,
2009 and 2008 were as follows:

March 31 March 31
2009 2008 2009
(Thousands of

(Millions of yen) U.S. dollars)

The aggregate annual maturity of lease obligations other
than the portion due within one year outstanding as of
March 31,2009 was as follows:

(Thousands of

Year ending March 31, (Millions of yen) U.S. dollars)
2011 ¥50 $517
2012 37 381
2013 21 223
2014 18 190

¥128 $1,312

Assets pledged as collateral for short-term loans with
banks as of March 31, 2009 and 2008 were as follows:

March 31 March 31
2009 2008 2009
(Thousands of
(Millions of yen) U.S. dollars)
Buildings, less accumulated
depreciation ¥268 ¥ 75 $2,732
Machinery and venicles 168 — 1,710
Others 142 51 1,454
Total ¥579 ¥127 $5,897

In addition to the above, beginning the year ended
March 31, 2008, certain assets of Jervis B. Webb Compa-
ny and its subsidiaries, which were newly included in the
Company's consolidated subsidiaries, were pledged as
collateral at ¥20,119 million ($200,792 thousand). Howev-
er, this pledge was released in full on April 9, 2008.

Secured liabilities

March 31 March 31
2009 2008 2009

(Thousands of
(Millions of yen) U.S. dollars)

Short-term loan ¥405 ¥446 $4,126
¥405 ¥446 $4,126

10. Retirement benefit plans

Employees who terminate their services with the Compa-
ny or its domestic subsidiaries are, under most circum-
stances, entitled to lump-sum severance indemnities
determined by reference to current basic rates of pay,
length of service and conditions under which the termina-
tions occur.

The Company and its domestic subsidiaries have
defined contribution plans and hybrid type of pension
plans (cash balance plans).

Certain of the overseas subsidiaries have defined con-
tribution plans.
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(1) Projected benefit

obligations ¥(37,825) ¥(20,943) $(384,954)
(2) Plan assets 27,128 15,794 276,085
(3) Funded status (1)+(2) (10,697) (5,149) (108,869)
(4) Unrecognized actuarial

differences 11,350 3,899 115,510
(5) Unrecognized prior

service cost (283) (567) (2,888)
(6) Prepaid pension cost 1,787 916 18,196

(7) Provision for retirement
benefits recognized on
balance sheet
((3)+(4)+(5)-(6))

Net pension expense relating to the retirement benefits
for the years ended March 31, 2009 and 2008 were
as follows:

¥ (1,419) ¥ (2,733) $ (14,444)

March 31 March 31
2009 2008 2009
(Thousands of
(Millions of yen) U.S. dollars)
Service cost ¥1,109 ¥1,008 $11,287
Interest cost 1,669 357 16,992
Expected return on plan assets  (2,126) (601) (21,641)
Amortization of actuarial
differences 164 (595) 1,669
Amortization of prior service cost  (427) (283) (4,348)
Net pension expense 388 (114) 3,958
Other 506 340 5,157

¥ 895 ¥ 226 $ 9,116

"Other” is the pension contribution under the defined
contribution plan.

Assumptions used in the calculation of the above infor-
mation were as follows:

March 31
2009 2008
Discount rate 2.0% 2.0%
Expected rate of return on plan assets 5.0% 5.0%

Method of attributing the projected

benefits to periods of services Straight-line Straight-line

basis basis
Amortization of unrecognized
actuarial differences 5 years 5 years
Amortization of unrecognized
prior service cost 5 years 5 years

11. Lease commitments

Rent expenses relating to the finance lease transactions
which do not transfer the ownership of the leased assets,
other than, those for which the commencement day of
lease transactions fell prior to the initial fiscal year of the
application of “Accounting Standard for Lease Transac-
tions,” for the years ended March 31, 2009 and 2008
were summarized as follows:

(1) Amount of leased assets for acquisition cost equiva-
lent, accumulated depreciation equivalent, accumulated
impairment equivalent and net book value equivalent:

12. Contingent liabilities

The contingent liabilities as of March 31, 2009 and 2008
were as follows:

March 31 March 31 March 31 March 31
2009 2008 2009 2009 2008 2009
(Thousands of
il Th f
(Millions of yen) U.S. dollars) (Millions of yen) (U.ggzé:)r;gsrsﬁ
Machinery and vehicles ¥1,696 ¥1,672 $17,266 Bank borrowings of
Equipment 250 442 2,550 non-consolidated subsidiaries,
Other 165 184 1,689 affiliates ¥90 ¥102 § 915
Subtotal 2,113 2,299 21,506 Bank borrowings of the
Accumulated depreciation 720 632 7,336 company employees 14 25 150
Net book value equivalent ¥1,392 ¥1,667 $14,169 ¥104 ¥128 $1,066

The amounts equivalent to the acquisition cost of
leased assets and future minimum lease payments are
calculated based upon the imputed interest method
because future minimum lease payments account for only
a small proportion of property, plant and equipment.

(2) The future minimum lease payments required under
the terms of these finance leases as of March 31, 2009
and 2008 were as follows:

March 31 March 31
2009 2008 2009
(Thousands of
(Millions of yen) U.S. dollars)
Due within one year ¥ 303 ¥ 335 $ 3,091
Due after one year 1,088 1,332 11,078

¥1,392 ¥1,667 $14,169

Interest implicit in these leases are included in the above
minimum lease payments because the total lease payments
were not material to the total assets of the Company.

March 31 March 31

2009 2008 2009
(Thousands of
(Millions of yen) U.S. dollars)

Lease payments and
depreciation equivalent:

Lease payments ¥338 ¥362 $3,449
Depreciation equivalent 338 362 3,449

Method of calculating depreciation equivalent amount
for leases:

The leased assets are fully depreciated using the
straight-line method over the lease-term equivalent which
represents the expected useful life. However, the leased
assets with the residual value guarantee are depreciated
only to the amount of the residual value.

Operating leases

The future minimum lease payments for non-cancellable

leases as of March 31, 2009 and 2008 were as follows:
March 31 March 31

2009 2008 2009

(Thousands of
(Millions of yen) U.S. dollars)

Due within one year ¥ 348 ¥— $ 3,546
Due after one year 2,191 — 22,307
¥2,540 ¥— $25,854

Impairment of leased assets
For the years ended March 31, 2009 and 2008, there
were no impairment losses on leased assets.

13. Derivatives and hedging activities

Derivative financial instruments are utilized by the Compa-
ny and its subsidiaries principally to reduce the exposure
to the risk resulting from fluctuations in interest rates and
foreign exchange rates.

The Company and its subsidiaries have established cer-
tain internal controls which include policies and proce-
dures for risk assessments, approval, reporting and
monitoring of transactions involving derivative financial
instruments.

The Company and its subsidiaries do not utilize deriva-
tive financial instruments for the purpose of speculation.

The Company and its subsidiaries are exposed to cer-
tain market risks arising from its forward exchange con-
tracts and interest swap agreements.

The Company and its subsidiaries are also exposed to
the risk of credit loss in the event of nonperformance by
the counterparties to the currency and interest; however,
the Company and its subsidiaries do not anticipate non-
performance by any of these counterparties all of whom
are financial institutions with high bond ratings.

Accordingly, information relating to fair values is not
applicable.

14. Consolidated statements of changes in net
assets

(1) Matters regarding issued shares:

For the year ended March 31, 2009 (In thousands of shares)

Class of As of March As of March
shares 31, 2008 Increase Decrease 31, 2009
Common stock 113,671 — — 113,671

For the year ended March 31, 2008 (In thousands of shares)

Class of As of March As of March
shares 31, 2007 Increase Decrease 31, 2008
Common stock 113,671 — — 113,671
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(2) Matters regarding treasury stock: 15. Major items of selling, general and adminis- 18. Losses on impairment of fixed assets

For the year ended March 31, 2009 (Inshares)  For the year ended March 31, 2008 (In shares) trative expenses Losses on impairment were recognized for the following
Class of As of March As of March Class of As of March As of March [ : L - :
shares 31,2008 Increase  Decrease 31,2009 shares 31,2007 Increase  Decrease 31,2008 Major items of selling, general and administrative expens-  asset groups for the fiscal year ended March 31,2009.
Common stock 466,485 2,532,876 14,731 2,984,630  Commonstock 437,038 31,422 1975 466,485 es for the years ended March 31, 2009 and 2008 were as [ Location Purposes Assets class
Notes: 1. Treasury stock of common stock increased by 2,500,000 shares ~ Notes: 1. Treasury stock of common stock increased by 31,422 shares due follows: TAIWAN CONTEC Goodwill Goodwill
gfz rge7%urihase dresolved br\: Boardf ‘of DiLectors' ‘me:ting and by , Eﬁqpudrchases offle]sz—;ganl;a—unit sfhares. . CO., LTD. Manufacturing Machinery
. shares due to purchases of less-than-a-unit shares. . e decrease O B shares of common stock Iin treasury was . B :
2. The decrease of 14,731 shares of common stock in treasury was due to sale of less-than-a-unit shares to shareholders owning Se//mg expenses Equipment and_vehldes
due to sale of less-than-a-unit shares to shareholders owning less-than-a-unit shares. March 31 March 31 Equipment
less-than-a-unit shares. 2009 2008 2009 CONTEC Operating Buildings and
(3) Matters regarding dividends: (Thousands of MICROELECTRONICS Equipment structures
L. . ) (Millions of yen) U.S. dollars) .
(1 Dividends paid during the year ended March 31, 2009: Sl — P— y762 s 7894 U.S.A.INC. Equipment
ales commissions ,
. Aggregate Amount per _ Advertising expenses 450 240 4,581 Software
oy RO i R T 6953 635 70770 Due to the deteroration of these companies, business
Provision for retirement benefits 207 5 2,114 ; ; :
Board of Directors’ meeting Common March 31, June 30, Welfare expenses 1,216 1,123 12,383 -enV|r-onment, the ak?(?ve goodwill and fixed assets were
on May 16, 2008 stock ¥1.811 ¥16 2008 2008 Traveling and transportation |mpa|red_by ¥119 million ($1,211 thousand), the excess of
Board of Directors’ meeting Common September 30, December 8, expenses 1,558 1,538 15,858 the carrying amounts over the recoverable amounts, and the
on November 13, 2008 stock 1,106 10 2008 2008 Rent expenses 616 613 6,273 impairment loss was charged to income as “Special loss.”
gei’rec'aF'O” 1?82 129 1?222 Breakdown of the loss are ¥111 million ($1,139 thou-
utsourcing expenses , — , . . .
Dividends paid during the year ended March 31, 2008: 9oxp — : sand) for Goodwill, ¥0.05 million ($0.6 thousand) for Build-
py— Amount per General and administrative expenses ings and structures, ¥1 million ($14 thousand) for
Resolution Class of amount share Effective March 31 March 31 Machinery and vehicles, ¥3 million ($36 thousand) for
adopted shares (Millions of yen) (Yen) Record date date 2009 2008 2009 f Equipment and ¥2 million ($21 thousand) for Software.
i ' i Th d .
Boar&Of ?;egé%r; meeting Conkon ¥1 698 Y15 M82r88731' Ju2n50§9' (Millions of yen) (u,(s)gfjaonuasrs The recoverable amounts were measured at the net realiz-
on May 17, stoc , . :
’ . ; } Directors’ compensations ¥1,208 ¥1,266  $12,294 able value on sales based on reasonable estimation.
Board of Directors’ meeting Common September 30, December 7, :
on November 15, 2007 stock 1132 10 2007 2007 Salaries and bonuses 5015 4577 51,046
. . Provision for retirement benefits (121) 1 (1,240) For the year ended March 31, 2008:
Welfare expenses 496 522 5,051 .
ivi i i : R h and development Not applicable
Dividends paid during the year ended March 31, 2009: esearch a p
expenses 2,569 2,500 26,154
Aggsgstte Amount por Depreciation 1,165 946 11,865 19. Gain on sales of property, plant and equipment
: . Outsourcing expenses 2,661 — 27,081 . . .
Rejdlflgn C'sss of (TLTgusﬂdS f)Jf o SShgr‘ﬁ : fecord ot Effdei“‘/e g oxp Major items of gain on sales of property, plant and equip-
aaopte shares .o. dollars .. dollars ecor ate ate
ment for the years ended March 31, 2009 and 2008 were
Board of Directors’ meeting Common March 31, June 30, 16. Research and development foll ) Y
on May 16, 2008 stock $18,433 $0.16 2008 2008 _ as follows:
Board of Directors’ meeting Common September 30, December 8, Besearch and developme.nt expenditures charged to March 31 March 31
on November 13, 2008 stock 11,265 0.10 2008 2008 income were ¥8,018 million ($81,608 thousand) and 2009 2008 2009
¥6,964 million for the years ended March 31, 2009 and . (Thousands of
} (Millions of yen) U.S. dollars)
(@ Dividends with a record date during the year ended March 31, 2009, payable in the following fiscal year: 2008, respectively. Buildings ¥62 ¥— $640
Aggregate Amount per Machinery and vehicles 5 — 54
Resolution Class of Source of amount share Effective 17. Loss on dlSpOS&' of property, plant and Equipment 1 — 12
adopted shares dividends (Millions of yen) (Yen) Record date date equipment
Board of Directors’ meeting Common Retained March 31, June 29, T - .
on May 15, 2009 stock eamings Y1770 Y16 2009 2009 I\/Iapr items of loss on disposal of property, plant and  20. Loss on sales of property, plant and equipment
equipment for the years ended March 31, 2009 and 2008 \jajor items of loss on sales of property, plant and equip-
: were as follows: ment for the years ended March 31,2009 and 2008 were
t
agrgnrsS:te Amount per March 31 March 31 as follows:
Resolution Class of Source of (Thousands of share Effective 2009 2008 2009 March 31 March 31
adopted shares dividends U.S. dollars) (U.S. dollars) Record date date - (Thousands of 2009 2008 2009
Board of Directors’ meeting Common Retained March 31, June 29, — (Milions of yen) U5, doflars) (Thousands of
on May 15, 2009 stock earnings $18,023 $0.16 2009 2009 Buildings and structures ¥102  ¥35 $1,043 (Millions of yen) U.S. dollars)
l\/Iac_hlnery and vehicles 139 81 1,420 Machinery and vehicles ¥6 v $68
Equipment 15 16 157 Land 1 . 19
Removal and other expenses 167 9 1,699
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21. Income taxes

The significant components of deferred tax assets and lia-
bilities as of March 31, 2009 and 2008 were summarized

Reconciliation of the differences between the statutory
rate and the effective income tax rate as of March 31,
2009 and 2008 were as follows:

as follows: March 31
2009 2008
March 31 March 31
2009 2008 2009 Statutory tax rate 41.0% 41.0%
(Thousands of Tax rate difference applied for
(Millions of Yen) U.S. dollars) overseas subsidiaries 1.0 (4.8)
Deferred tax assets Expenses not deductible for income
Current assets: tax purposes 1.7 1.3
Research and development Tax credit ] (0.4) (0.4)
expenses ¥1466 ¥ 911 $14,928 Increase of valuation allowance 1.8 2.8
Accrued expenses 1,310 1,885 13,339 Others 0.2 (0.5)
Accounts payable, others 307 328 3,125 Effective tax rate 45.3% 39.4%
Unrealized profit on inventories 146 345 1,491
Accrued enterprise tax 100 244 1,020 .
Others 691 606 7,039 22. Consolidated statements of cash flows
Subtotal 4,023 4,321 40,944 (1) The components of cash and cash equivalents as of
Less: valuation allowance (371) ©  3.776) March 31, 2009 and 2008 were as follows:
Offset against deferred tax
liabilities (current) (0) (14) (3) zoog”arch 321008 MZE;S“
Total deferred tax assets Thousands of
(current) ¥3,651 ¥4299 $37.,164 (Millions of yen) U.S. dollars)

Non-current assets
Provision for retirement benefits ¥3,075 ¥4,301 $31,303
Loss carried forward of
consolidated subsidiaries 1,674 2,021 17,036

Allowance for investment loss  — 950 —
Excess depreciation 332 615 3,384
Net unrealized loss

on securities 260 — 2,655
Long-term accounts payable 249 608 2,542
Loss on valuation of

investment securities 223 — 2,269
Unrealized gain on sales of

fixed assets 582 594 5,932
Allowance for doubtful accounts 136 129 1,389
Others 601 576 6,125
Subtotal 7137 9,798 72,640

Less: valuation allowance (2,086) (3,152) (21,235)
Offset against deferred tax

liabilities (non-current) (2,149) (1,802) (21,880)
Total deferred tax assets
(Non-current) ¥2,901 ¥4,843 $29,525

Deferred tax liabilities:
Current liabilities:

Others ¥ 57 ¥ 69 $ 587
Offset against deferred tax
assets (current) (0) (14) (3)

Total deferred tax liabilities
(current) ¥ 57 ¥ b5 $ 584

Non-current liabilities:
Net unrealized gain on assets

of consolidated subsidiaries ¥ 675 ¥1,479 $ 6,873
Gain on securities contributed

to employee retirement

benefit trust 1,228 1,228 12,501
Retained earnings for
overseas subsidiaries 317 291 3,228

Provision of reserve for
advanced depreciation of

fixed assets 375 282 3,816
Provision for retirement benefits 238 357 2,424
Others 403 447 4,105

Offset against deferred
tax assets (non-current) (2,149) (1,802) (21,880)

Total deferred tax liabilities ~ ¥1,087 ¥2,283 $11,068
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Cash on hand and in banks
Time deposits with original
maturities with more than
three months (391) (534) (3,988)

Total ¥27,902 ¥31,215 $283,963

¥28,294 ¥31,749 $287,952

(2) Breakdown of assets and liabilities of the companies
which newly became the Company’s consolidated
subsidiaries through the acquisition of their shares

For the year ended March 31, 2009:

Not applicable

For the year ended March 31, 2008:
The following figures represent assets and liabilities of the
newly consolidated companies as at the time the consoli-
dation commenced following the share acquisition, as
well as the acquisition costs of their shares in relation to
the net payments for the acquisition.

a) Jervis B. Webb Company and its subsidiaries (aggre-
gate total of 12 companies):

(Thousands of

(Millions of yen) U.S. dollars)
Current assets ¥15,706 $156,755
Non-current assets 7,463 74,488
Current liabilities (11,498) (114,752)
Non-current liabilities (5,467) (54,568)
Negative goodwill (595) (5,940)
Acquisition cost 5,609 55,983
Cash and cash equivalents (3,805) (37,978)
Net payment for acquisition of shares ¥ 1,804 $ 18,004

b) Osaka Machinery Works Co., Ltd.:

(Thousands of

(Millions of yen) U.S. dollars)
Current assets ¥ 615 $ 6,143
Non-current assets 1,589 15,866
Current liabilities (205) (2,054)
Non-current liabilities (666) (6,648)
Negative goodwill (465) (4,642)
Minority interests (417) (4,168)
Acquisition cost 450 4,495
Cash and cash equivalents (32) (326)
Net payment for acquisition of shares ¥ 417 $ 4,168

(3) “Other, net” of “Cash flows from investing activi-
ties” includes ¥1,034 million($10,524 thousand) of
dividends which Jervis B. Webb Company paid to
its prior shareholders.

23. Notes regarding stock options, etc.

For the years ended March 31, 2009 and 2008:
Not applicable.

24. Related party transactions

For the years ended March 31, 2009 and 2008:
Not applicable.

25. Notes regarding business combinations

For the year ended March 31, 2009:
Not applicable

For the year ended March 31, 2008:

(Matters related to purchase method)

1. The major business combination implemented during

the year is as follows:

a. Name of the acquired company:
Jervis B. Webb Company (based in the United States)

b. Principal business of the acquired company:
Manufacture and sale of material handling systems
for the automobile industry and general manufactur-
ing industries and airport baggage handling systems.

¢. Main reason for the business combination implemented:
Jervis B. Webb Company has a high brand recognition
in the United States, a wealth of human resources in
North America and through its affiliates in India and
elsewhere, and strong customer relationships built
through its global production and sales networks.
Through the business combination, therefore, the
Company aims to further expand its business and
improve performance by effectively utilizing the man-
agement resources of the two companies.

d. Date of business combination:
December 20, 2007

e. Legal status of business combination:
Acquisition of shares by cash

f. Name of company after combination:
Jervis B. Webb Company

g. Ratio of voting rights acquired:
100.0%

h. Period of operation of acquired company included in
consolidated financial statements:

Because the deemed acquisition date fell on Decem-
ber 31, 2007 which was the fiscal year-end of the
acquired company, none of its operating period is
included in the period for the Company’s Consolidat-
ed Statements of Income.

i. Acquisition cost and breakdown thereof:

Payment for acquisition of shares ¥5,304 million
($52,939 thousand)

Incidental expenses ¥305 million
($3,044 thousand)

Acquisition cost ¥5,609 million

($55,983 thousand)

j. Amount of goodwill or negative goodwill and the cause
thereof:
@ Amount of negative goodwill: ¥595 million
($5,940 thousand)
@ Cause:
Because the fair value of net assets at the time of
acquisition exceeded the acquisition cost, the differ-
ence was recognized as negative goodwill.
k. Amounts of assets and liabilities taken over on the

acquisition date and principal components thereof:

1) Assets:
Current assets ¥15,706 $156,755
Non-current assets 7,463 74,488
Total ¥23,170 $231,244
(@ Liabilities:
Current liabilities ¥11,498 $114,752
Non-current liabilities 5,467 54,568
Total ¥16,965 $169,320

I. Pro forma amounts of estimated effects to the consoli-
dated statement of income on the assumption that the
business combination was completed on the first day of
the consolidated fiscal year ended March 31, 2008:

Sales ¥35,112 ($350,421)
Operating income 716 ($7,151)
Ordinary income 566 ($5,658)
Net income 1,945 ($19,415)

Notes: 1. The above information should neither be construed to imply
any such event to arise in the future, nor to indicate the oper-
ating results of the consolidated company in the case where
the investment was actually made at the beginning of the
consolidated fiscal year.

2. The above note to the pro forma approximate amounts is
unaudited.

2. Effective January 1, 2008, two of the Company's con-
solidated subsidiaries were merged with each other
and combined their operating assets.

a. Parties of combination:

Taiwan Daifuku Co., Ltd. and Daifuku Pioneer Co., Ltd.

b. Legal status of business combination:

Transaction under common control

c. Name of company after combination:

Taiwan Daifuku Co., Ltd.

DAIFUKU CO., LTD. ANNUAL REPORT 2009

43



44

d. Outline of transaction including purpose thereof:
In response to the changing industrial structure in the
Taiwanese market, which has increasingly trended

efficiency and ultimately greater competitiveness by
realizing synergies of the integration through function-
based organizational structure and operations.

toward information technology, Taiwan Daifuku Co.,  e. Outline of accounting treatment employed:

Ltd. absorbed Daifuku Pioneer Co., Ltd. by merger,
with a view toward building an organization that aims
for enhanced customer satisfaction, higher operating

26. Segment information

Taiwan Daifuku Co., Ltd., as the surviving company,
assumed the assets and liabilities of Daifuku Pioneer
Co., Ltd. as of January 1, 2008 at book value.

Segment information of the Company and its consolidated subsidiaries for the years ended March 31, 2009 and 2008 is

presented below:
(1) Segment information by product
For the year ended March 31, 2009:

(Millions of yen)

Logistics Electronic Other Elimination or Consolidated
systems goods products corporate total
Sales:
Sales to outside customers ¥223,257 ¥ 7,711 ¥11,213 ¥ — ¥242,182
Inter-segment sales 93 8,484 3,119 (11,697) —
Total 223,350 16,196 14,333 (11,697) 242,182
Operating expenses 201,300 16,664 13,787 (4,585) 227,166
Operating income ¥ 22,050 ¥ (467) ¥ 545 ¥(7,112) ¥ 15,015
|dentifiable assets ¥131,661 ¥11,562 ¥ 7,926 ¥43,576 ¥194,727
Depreciation 1,980 286 189 1,473 3,930
Impairment loss —_ 119 — —_ 119
Capital expenditure 2,141 361 274 1,836 4,613
For the year ended March 31, 2008:
(Millions of yen)
Logistics Electronic Other Elimination or Consolidated
systems goods products corporate total
Sales:
Sales to outside customers ¥208,616 ¥10,194 ¥12,807 ¥ — ¥231,619
Inter-segment sales 151 11,389 2,887 (14,427) —
Total 208,768 21,684 15,695 (14,427) 231,619
Operating expenses 182,451 20,994 15,304 (7,808) 210,941
Operating income ¥ 26,316 ¥ 589 ¥ 390 ¥ (6,619) ¥ 20,677
Identifiable assets ¥165,196 ¥14,056 ¥ 7,627 ¥35,505 ¥222,386
Depreciation 2,128 268 61 943 3,401
Capital expenditure 2,189 246 123 1,512 4,071
For the year ended March 31, 2009:
(Thousands of U.S. dollars)
Logistics Electronic Other Elimination or Consolidated
systems goods products corporate total
Sales:
Sales to outside customers $2,272,108 $ 78,483 $114,117 $ —_ $2,464,709
Inter-segment sales 948 86,348 31,751 (119,049) —
Total 2,273,056 164,832 145,869 (119,049) 2,464,709
Operating expenses 2,048,651 169,594 140,316 (46,666) 2,311,895
Operating income $ 224,405 $ (4,761) $ 5,553 $ (72,383) $152,814
|dentifiable assets $1,339,926 $117,674 $ 80,673 $443,478 $1,981,753
Depreciation 20,151 2,920 1,926 15,000 39,998
Impairment loss — 1,211 — — 1,211
Capital expenditure 21,793 3,675 2,794 18,690 46,953

These sections include the following main products:

Logistics systems: conveyor systems, monorail systems, automatic guided vehicles, automated storage and retrieval systems, Racks, Box pallets

Electronic goods: modules for personal computers

Other: car wash machines, wheelchair lifts for care-provider vehicles, bowling alley equipment
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Operating expenses in the “Elimination or Corporate” column in the amount of ¥7,112 million ($72,383 thousand) are expenses for the Company's depart-
ments of human resources, general affairs, finance & accounting and management related.

Corporate assets in the “Elimination or Corporate” column include ¥48,324 million ($491,806 thousand) of primarily short-term investments (bank deposits
and marketable securities) and long-term investments (investments in securities).

Change in accounting treatment:
As stated in “Summary of significant accounting policies,” effective from the fiscal year 2009, “Practical Solution on Unification of Accounting Policies
Applied to Foreign Subsidiaries for Consolidated Financial Statements” (ASBJ Practical Issues Task Force No. 18, issued on May 18, 2006) was applied and
the necessary adjustments were made to consolidated financial statements.

As a result of this change, operating income in the Logistic systems, Electronic goods and Other products increased by ¥284 million ($2,893 thousand), ¥15
million ($152 thousand) and ¥12 million ($122 thousand) respectively for the year ended March 31,2009 as compared with the previous accounting method.

Additional information:
As stated in the “Summary of significant accounting policies,” in accordance with the revision made to the Japanese Corporation Tax Law, the Company
and its domestic consolidated subsidiaries changed their useful life of machinery and equipment.

As a result of this change, operating income in the Logistic systems, Electronic goods, Other products and “Elimination or Corporate” decreased by
¥162 million ($1,651 thousand),¥2 million ($25 thousand), ¥2 million ($22 thousand) and ¥32 million ($326 thousand) respectively for the year ended March
31,2009 as compared with the previous accounting method.

(2) Segment information by geographic area
For the year ended March 31, 2009:

(Millions of yen)

North Elimination or Consolidated
Japan America Asia Other corporate total

Sales:

Sales to outside customers ¥169,335 ¥33,839 ¥32,619 ¥6,388 ¥ — ¥242,182

Inter-segment sales 11,537 734 5,042 78 (17,393) —

Total 180,873 34,574 37,661 6,466 (17,393) 242,182
Operating expenses 160,533 33,463 36,941 6,509 (10,281) 227,166
Operating income (loss) ¥ 20,339 ¥ 1,110 ¥ 720 ¥ (42) ¥(7,112) ¥15,015
Identifiable assets ¥117,158 ¥16,520 ¥26,535 ¥2,611 ¥31,901 ¥194,727

For the year ended March 31, 2008:

(Millions of yen)

North Elimination or Consolidated
Japan America Asia Other corporate total
Sales:
Sales to outside customers ¥175,575 ¥15,278 ¥35,541 ¥5,223 ¥ — ¥231,619
Inter-segment sales 13,324 1,044 6,510 101 (20,981) —
Total 188,900 16,323 42,051 5,324 (20,981) 231,619
Operating expenses 166,560 15,662 37,886 5,193 (14,361) 210,941
Operating income ¥ 22,339 ¥ 660 ¥ 4,164 ¥ 131 ¥ (6,619) ¥ 20,677
Identifiable assets ¥137,248 ¥33,056 ¥27,282 ¥3,831 ¥20,968 ¥222,386
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For the year ended March 31, 2009
(Thousands of U.S. dollars)

North Elimination or Consolidated
Japan America Asia Other corporate total
Sales:
Sales to outside customers $1,723,341 $344,388 $331,967 $65,012 $ — $2,464,709
Inter-segment sales 117,421 7,475 51,318 799 (177,015) —
Total 1,840,763 351,864 383,285 65,811 (177,015) 2,464,709
Operating expenses 1,633,763 340,563 375,952 66,247 (104,631) 2,311,895

Operating income $ 206999 $ 11,301 $ 7,332 $ (435) $ (72,383) $ 152,814

$1,192,326 $168,134  $270,048 $26,576 $324,667 $1,981,753

Geographical distances are considered in the classification of countries or areas. Main countries or areas included in the above geographical areas:
North America: U.S.A., Canada

Asia: Singapore, Malaysia, Thailand, Taiwan, Korea and China

Other: U.K.

Identifiable assets

Change in accounting treatment:
As stated in “Summary of significant accounting policies,” effective from the fiscal year 2009, “Practical Solution on Unification of Accounting Policies
Applied to Foreign Subsidiaries for Consolidated Financial Statements” (ASBJ Practical Issues Task Force No. 18, issued on May 18, 2006) was applied and
the necessary adjustments were made to consolidated financial statements.

As a result of this change, operating income decreased by ¥48 million ($492 thousand) in North America and increased by ¥359 million ($3,660 thou-
sand) in Asia for the year ended March 31, 2009 as compared with the previous accounting method.

Changes in useful lives of tangible assets:
As stated in the “Summary of significant accounting policies,” in accordance with the revision made to the Japanese Corporation Tax Law, the Company
and its domestic consolidated subsidiaries changed their useful life of machinery and equipment.

As a result of this change, operating income in Japan and “Elimination or Corporate” decreased by ¥166 million ($1,699 thousand) and ¥32 million ($326
thousand) for the year ended March 31, 2009 as compared with the previous accounting method.

(3) Overseas sales
For the year ended March 31, 2009:

(Millions of yen)

North America Asia Other Total
Overseas sales ¥34,131 ¥83,087 ¥9,432 ¥126,650
Consolidated sales 242,182
Ratio of overseas sales to consolidated sales 14.1% 34.3% 3.9% 52.3%

For the year ended March 31, 2008:

(Millions of yen)

North America Asia Other Total
Overseas sales ¥16,592 ¥75,008 ¥9,814 ¥101,415
Consolidated sales 231,619
Ratio of overseas sales to consolidated sales 7.2% 32.4% 4.2% 43.8%

For the year ended March 31, 2009:
(Thousands of U.S.dollars)

North America Asia Other Total
Overseas sales $347,356 $845,584 $95,993 $1,288,933
Consolidated sales 2,464,709

Ratio of overseas sales to consolidated sales 14.1% 34.3% 3.9% 52.3%

Geographical distances are considered in the classification of countries or areas.

Overseas sales for the years ended March 31, 2009 and 2008 included exports by the Company and offshore sales by its consolidated subsidiaries, exclud-
ing sales to Japan.

Main countries or areas included in the above geographical areas:

North America: U.S.A., Canada

Asia: Indonesia, Thailand, Taiwan, Korea, China and India

Other: U.K., Spain, Sweden and Denmark
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27. Earnings per share

28. Subsequent events

The amounts of basic and diluted net income per share for
years ended March 31, 2009 and 2008 were as follows:

March 31 March 31
2009 2008 2009
(Yen) (U.S. dollars)

Net assets per share
Net income per share
—Basic

—Diluted

¥718.68 ¥746.59 $7.31

70.29 105.05 0.72
60.09 103.29 0.70

The amounts and numbers used for the basic and dilut-
ed net income per share computation for years ended
March 31, 2009 and 2008 were as follows:

Net income per share

March 31 March 31
2009 2008 2009
(Thousands of

(Millions of yen) U.S. dollars)

Net income
Amount not attributed

to holders of common stock
Adjusted net income

¥7,851 ¥11,893  $79,900

7,851 11,893 79,900

March 31
2009 2008

(Thousands of shares)

Weighted average number of

shares of common stock 111,695 113,217
Effect of dilutive securities 1,932 1,932
(of which: convertible bonds with
subscription rights to shares) (1,932) (1,932)
Weighted average number of
shares of common stock for
diluted net income per share 113,628 115,150
Net assets per share
March 31 March 31
2009 2008 2009
(Thousands of

(Millions of yen) U.S. dollars)

Total net assets

Amount deducted from total
net assets

(of which: minority interests)

¥ 82,810 ¥ 88,709 $842,770

3,261 4,191 33,196
(3,261) (4,191)  (33,196)

Total net assets for common
stocks
Number of issued and

outstanding shares of common

stock at fiscal year end
(thousands of shares)

¥ 79,548 ¥ 84,517 $809,573

110,686 113,205

Not applicable
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PricewaterhouseCoopers Aarata
Shin-Marunouchi Bldg., 32nd Floor
1-5-1 Marunouchi
Chiyoda-ku, Tokyo 100-6532

| Japan
Telephone : +81 (3) 5427 6555
Facsimile ; +81 (3) 5427 6556
www.pwc.com/jp/aarata

Report of Independent Auditors

To the Board of Directors of Daifuku Co., Ltd.

We have audited the accompanying consolidated balance sheet of Daifuku Co., Ltd.

(“the Company™) and its subsidiaries as of March 31, 2009 , and the related consolidated
statements of income, changes in net assets and cash flows for the year then ended, all
expressed in Japanese yen. These consolidated financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of the Company and its subsidiaries as of ,March 31,
2009 and the results of their operations and their cash flows for the year then ended in
conformity with accounting principles generally accepted in Japan.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect
to the year ended March 31, 2009 are presented solely for convenience. Our audit also
included the translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion,
such translation has been made on the basis described in Note 5 to the consolidated financial
statements.

Supplemental Information

As discussed in Note 3 “Accounting change”, the Company applied the “Practical Solution on
Unification of Accounting Policies Applied to Foreign Subsidiaries for Consolidated Financial
Statements” (ASBIJ Practical Issues Task Force No. 18, issued on May 18, 2006) effective
April 1, 2008, and has made the necessary adjustments to consolidated financial statements.

August 7, 2009
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