l FINANCIAL INFORMATION

Consolidated Balance Sheets

Takuma Co., Ltd. and Consolidated Subsidiaries
As of March 31, 2009 and 2008

Thousands of

U.S.dollars
Millions of Yen (Note 1)
ASSETS 2009 2008 2009
Current assets:
Cash and time deposits (Notes 4 and 8) .........ccceeveerviiiieeneennnen. ¥ 16,924 ¥ 26,434 $ 172,290
Marketable securities (Notes 4 and 6) .........cccoeveeeeviieeiiieeiineenns 33 83 336
Notes and accounts receivable:
LI 2T (= PR 35,764 31,136 364,084
Unconsolidated subsidiaries
and affiliated companies ..........ccccccviiiiieiiiieens 1,040 2,891 10,587
(13 1T 1,131 579 11,514
Less: Allowance for doubtful accounts ................. (35) (30) (356)
37,900 34,576 385,829
Inventories (NOtE 5) .....ooiiiiiiii e 6,386 9,621 65,011
Deferred tax assets (NOte 15) .....coviieiiiieeeiiiiiiiiee e 680 1,141 6,922
AdVANCEA MONEY ...ttt e 661 397 6,729
(013 1T SRS 1,800 1,354 18,324
Total current assets .........cccccceeeveeeeeeeiiiiieiicccnnn, 64,384 73,556 655,441
Investments and other assets:
Investment securities (Notes 6, 8 and 9) ........cceveeeviiiieieeiiiieeeennn. 10,695 19,518 108,877
Investments in:
Unconsolidated subsidiaries
and affiliated companies (Note 8) ........cccccveenee 5,304 4,797 53,996
(13T 1,287 1,832 13,102
Less: Allowance for doubtful accounts .................. (644) (664) (6,556)
5,947 5,965 60,542
Deferred tax assets (NOte 15).......coceeiiiiiiiiiiiiiiiiceec e 1,491 997 15,179
(0T o 11/ SR 3,314 1,609 33,737
(O] {1 SRS SS PRt 475 595 4,835
21,922 28,684 223,170
Property, plant and equipment:
= g T I (NN 0] (< P 4,091 4,090 41,647
Buildings and structures (Note 8) ........ccccvviiieeiiiieieiieeceeeee 12,166 11,865 123,852
Machinery, equipment and lease assets (Note 8) ...........cccceeueeee 11,742 8,711 119,536
27,999 24,666 285,035
Less: Accumulated depreciation ..........cccocceeeerciiiinieeeiiiee s (15,163) (14,279) (154,362)
12,836 10,387 130,673
¥ 99,142 ¥ 112,627 $ 1,009,284

See accompanying notes.
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Thousands of

U.S.dollars
Millions of Yen (Note 1)
LIABILITIES AND NET ASSETS 2009 2008 2009
Current liabilities:
Short-term loans payable (Notes 8, 9 and 10) ........ccccevvveieeennen. ¥ 12,845 ¥ 7,870 $ 130,765
Current portion of long-term debt (Notes 8 and 10) ...........ccc....... 471 78 4,795
Notes and accounts payable:
TradE .oeeeieeeeeeeee e 27,163 27,766 276,525
Unconsolidated subsidiaries
and affiliated companies .........ccccccceeviieeeiieeennnen. 351 292 3,573
(©]1 =T SO 973 794 9,905
28,487 28,852 290,003
Accrued income taxes (Note 15) .......coceeeiiiriiiiiiciiciieceeee 510 462 5,192
Consumption tax payable ..........cccceeiiiiiieeiieiiieeeeie e 167 356 1,700
ACCIUEA EXPENSES ..ceiieiiiiiiiieeiiiiiee e e e eeeee e e et e e e e et ee e e anneeeeas 2,770 2,804 28,199
Allowance for losses on sales contracts ............cccceeeecuvvvvvvevenenns 1,644 5,477 16,736
AdVANCES rECEIVEA ..o 3,435 8,369 34,969
Allowance for losses on litigation ........ccoooceeiiiieiiiee e 11,758 - 119,699
Deferred tax liabilities (Note 15) ....ccooeiiiiiiiiieeec e 1 0 10
(O 11T PRSP RRSPRP PPt 935 1,937 9,518
Total current liabilities .....................ccccooc il 63,023 56,205 641,586
Long-term debt (Notes 8 and 10) .......ccoouiiiiiieiiiiieeiee e 1,921 794 19,556
Allowance for employees’ retirement benefits (Note 11) ......ccocceeeiieen. 5,383 5,374 54,800
Allowance for directors’, executive officers’, and corporate auditors’ retirement benefits .... 278 292 2,830
Deferred tax liabilities (NOt€ 15)......ccccc wiiiiiiiiiiieieeee e 976 3,239 9,936
Deferred tax liability for revaluation reserve for land (Note 15) ................. 0 279 0
Negative gooaWill ..........ccooiiiiiiiii e 1,734 160 17,652
(13 T RS PTR 280 304 2,851
Total liabilities ..............cccceiiiiiiiiiiieee 73,595 66,647 749,211
Contingent liabilities (Notes 7, 12 and 18)
Net assets (Note 13):
Common stock
Authorized: 321,840,000 shares
Issued: 87,799,248 shares.........cccceccueeiiveeeesueeenne 13,367 13,367 136,079
Capital SUMPIUS .....eeeeeiiiiieieeiee e 12,408 12,408 126,316
Retained earnings .......cccooooieeiiiieiiiiieeiee e (375) 14,384 (3,818)
Less: Treasury stock, at cost, 4,039,677 shares in 2009 and
4,084,676 Shares in 2008 ........cceeiueeeriuieeiiieeaiieeesieeeeeeeesieeeens (3,676) (3,178) (37,422)
Total shareholders’ equity .........coocvviiiiiiiiei e 21,724 36,981 221,155
Net unrealized holding gain on available-for-sale securities, net of taxes ... 1,485 4,621 15,117
Net unrealized gain (loss) on hedging derivatives, net of taxes ... 1 (14) 10
Revaluation reserve for land, net of taxes .........cccceevveviiiieeiineenn. - 270 -
Foreign currency translation adjustments ............ccccooceeeiiienneen. (324) 264 (3,298)
Total valuation and translation adjustments ...........c.ccocccceeeiiiies 1,162 5,141 11,829
Minority interests in consolidated subsidiaries ............cccoccevevnenn. 2,661 3,858 27,089
Total net assets ............ccccovvviiiiiiiiiiiiiieeeeee 25,547 45,980 260,073

¥ 99,142 ¥ 112,627 $1,009,284
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Consolidated Statements of Operations

Takuma Co., Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2009 and 2008

Thousands of

U.S.dollars
Millions of Yen (Note 1)
2009 2008 2009
Net sales (NOte 17) ........ooiiiee e ¥ 104,931 ¥ 105,612 $ 1,068,217
Cost of sales (Notes 14 and 17) ........ccccooeiiiiiiiiii i 87,023 99,032 885,910
[ (0TS o] (o) {1 PSP 17,908 6,580 182,307
Selling, general and administrative expenses (Notes 14 and 17) ...... 17,195 18,367 175,048
Operating income (10SS) (NOtE 17) ..cocvvviieeiiiiiiiiie e 713 (11,787) 7,259
Other income (expenses):
Interest and dividend iNCOME ...........ceeeiieiiiiiiecieiiee e 653 729 6,648
INTEreSt EXPENSE ...iiiiiiiiiiiee et (179) (124) (1,822)
Amortization of negative goodwill ............ccccceiiiiiiiiiiiiiieeee 170 1 1,730
Foreign currency exchange gain 168 434 1,710
Gain on sales of investment SECUritieS .........eeeevveeeeieieeeeeieeeieeeennn. 952 99 9,691
Loss on valuation of investment securities ..........c.ccccccveeeeeeennneen. (513) (702) (5,222)
Write-down of investments in unconsolidated subsidiaries
and affiliated companies .........ccccoceeiiiiciiiieene - (33) -
Gain on disposal of property, plant and equipment ..................... 57 20 580
Loss on disposal of property, plant and equipment ..................... (95) (166) (967)
Equity in earnings (losses) of affiliated companies ...........c.......... 4 (205) 41
Provision for doubtful accounts ............ccccceeiieiiiiiiiiiicieccce, 33 17 336
Additional retirement payments (Note 11) .......cocoeiiiiiieiiiieenn - (41) -
Provision for losses on litigation .........cccccceeeiiiiiiieeiiieceec e (11,758) - (119,699)
Compensation for liquidated damage for delay ...........cccceevveenes (3,429) - (34,908)
Other, NEL ... s (690) 115 (7,024)
(14,627) 144 (148,906)
Loss before income taxes and minority interests ............................. (13,914) (11,643) (141,647)
Income taxes (Note 15):
(O 0T (=Y o1 R 870 836 8,857
DEFEITEA ... s (410) 256 (4,174)
460 1,092 4,683
Minority interests in income
of consolidated subsidiaries ................cccccceeeieeiiiii 177 91 1,802
NETIOSS ... ¥ (14,551) ¥ (12,826) $ (148,132)
U.S.dollars
(Note 1)
Per share:
NETIOSS .t ¥ (175.30) ¥ (154.02) $ (1.78)
Diluted NEt INCOME.......ueiiiieie e - - -
Cash dividends applicable to the year .........ccccovieeiiiiiiiiiieiieeieee - 5.00 -

See accompanying notes.



Consolidated Statements of Changes in Net Assets

Takuma Co., Ltd. and Consolidated Subsidiaries

For the years ended March 31, 2009 and 2008

Millions of Yen

Net
unrealized  Unrealized
holding gain ~ gain (loss) Foreign  Total valu-  Minority
onavailable- on hedging Revaluation currency ~ationand interests in
Treasury Totalshare- for-sale  derivatives, reserve for translation translation ~ consoli-
Common Capital Retained stock, at holders’  securiies, ~ netof  land,netof ~adjust-  adjust- dated sub- Total net
stock  surplus earnings  cost equty  netoftaxes  taxes taxes ments ments  sidiaries  assets

Balance as of March 31, 2007 ............ ¥ 13,367 ¥ 12,408 ¥ 27,796 ¥ (3,177) ¥ 50,394 ¥ 8,188 ¥ 3 ¥ 270 ¥ 468 ¥ 8929 ¥ 3,581 ¥ 62,904
Cash dividends (¥7.50 per share).... - - (619) - (619) = - - - - - (619)
NEt 0SS .o - - (12,826) - (12,826) - - = - - - (12,826)
Increase due to increase in number

of consolidated subsidiaries ........... - - 33 - 33 - - = - - - 33
Purchase of treasury stock .............. = = = (1) (1) - - - - - - (1)
Sales of treasury stock ........c..c........ - 0 . 0 0 5 - - - 0
Other changes during the year, net .... - - - - - (3,567) (17) - (204)  (3,788) 277 (3,511)

Balance as of March 31, 2008 ............ ¥ 13,367 ¥ 12,408 ¥ 14,384 ¥ (3,178) ¥ 36,981 ¥ 4,621 ¥ (14)¥ 270 ¥ 264 ¥ 5141 ¥ 3,858 ¥ 45980
Cash dividends (¥2.50 per share) ... - - (207) = (207) - - - > > > (207)
NEt 0SS ..cveuvriiiiieieiee e - - (14,551) - (14,551) = - = = = - (14,551)
Purchase of treasury stock .............. - - - 2 () - - = = > > ()
Sales of treasury stock .................... - (0) (1) 2 1 - - = > > > 1
Change in equity in consolidated

QUIBEIEIETES coomomomccomomomomoscoss - - - (498) (498) - - = - > > (498)
Unification of accounting policies of

foreign subsidiaries (Note 3) .......... - - (0) - (0) - - - - (0)
Other changes during the year, net .... - - - - - (3,136) 15 (270) (588) (3,979) (1,197) (5,176)

Balance as of March 31, 2009 ............ ¥ 13,367 ¥ 12,408 ¥ (375) ¥ (3,676) ¥ 21,724 ¥ 1,485 ¥ 1 ¥ - ¥ (324) ¥ 1,162 ¥ 2,661 ¥ 25547

Thousands of U.S.dollars (Note 1)

Balance as of March 31, 2008 ............. $136,079 $126,316 $146,441 $(32,350) $376,486 $ 47,036 $ (149) $ 2,750 $ 2,682 $ 52,319 § 39,274 $468,079
Cash dividends ($0.03 per share) ... - - (2,107) - (2,107) - - - - - - (2,107)
NEt 10SS ... - - (148,132) - (148,132) - - - - - - (148,132)
Purchase of treasury stock (22) (22) - - - - - - (22)
Sales of treasury stock .................... - (0) (16) 27 1 - = > > > > 11
Change in equity in consolidated

subsidiaries ..........ccccoeeiieiieiinnne - - - (5077)  (5,077) - - - - - - (5,077)
Unification of accounting policies of
foreign subsidiaries (Note 3) .......... - - 4) - 4) - - - - (4)
Other changes during the year, net .... - - - - - (81,919) 159  (2,750) (5,980) (40,490) (12,185) (52,675)
Balance as of March 31, 2009 ............ $136,079 $126,316 $ (3,818) $(37,422) $221,155 $ 15,117 $ 10 $ - $ (3,298) $ 11,829 §$ 27,089 $260,073

See accompanying notes.
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Consolidated Statements of Cash Flows

Takuma Co., Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2009 and 2008

Thousands of

U.S.dollars
Millions of Yen (Note 1)
2009 2008 2009
Cash flows from operating activities:
Loss before income taxes and MiNOrity iNTErESS ...........covcvevrveuereeeeeeeieeeececeeeeeeeseeeeeeeeeeeeeeeneenes ¥ (13,914) ¥ (11,643) $ (141,647)
Adjustments to reconcile loss before income taxes and minority
interests to net cash provided by (used in) operating activities:
DIEPIECIALION ...t 1,021 1,194 10,394
AMOrtization Of GOOAWIl .......c.veieiiieiecie ettt esa e saesaesaesreeaesreene e 450 287 4,581
Write-down of investments in unconsolidated subsidiaries and affiliated companies .............. - 33 -
Loss on disposal of property, plant and equipment 38 146 387
Compensation for liquidated damage for delay.............cocoooiiiiiiiiiiii e 3,429 - 34,908
Gain on sales of INVESIMENt SECUNLIES ........cc.iiveeeeeeieieeeeeeete et eeee et ee et e ereesae e eeeeneeaneas (952) (99) (9,691)
Loss on valuation of investment securities 513 702 5,222
Additional retirement payments..................... - 41 -
Decrease in allowance for doubtful accounts... (8) (7) (81)
Increase (decrease) in allowance for losses on sales contracts . (3,572) 4,946 (36,364)
Provision for loss on [itigation............ccceeeeieeiieieeiceeeineen 11,758 - 119,699
Decrease in pension benefit 0blIgation ............cceieiiieieeecececceeee e (5) (4) (51)
Interest and divViIdENd INCOME .......coiuiiieiiee ettt e et e st e e e eneeeesbeeeeneeeenneaenneean (653) (729) (6,648)
INterest eXPENSE .......ccvvviieeiiiiiiie e 179 124 1,822
Equity in earnings (losses) of affiliated companies ..........coccevveiieiiineiieiieee (4) 205 4a1)
Net decrease (increase) in notes and accounts receivable and advance received .. (10,100) 11,373 (102,820)
Decrease (increase) in INVENTOMES .......ocviiieiieiieiieeiee et 2,952 (457) 30,052
Increase in consumption tax receivable .... (277) (16) (2,820)
Decrease (increase) in other CUMMENt @SSELS .....ciuveiuieiiiiiiiiieieee e (822) 47 (8,368)
Net increse (decrease) in notes and accounts payable and advance money........................ 263 (5,834) 2,677
Decrease in consumption tax payable (180) (183) (1,832)
Decrease (increase) in other current liabilities ..........ccoveveiieiieiie i (986) 760 (10,038)
(3T SRR S (708) 17 (7,207)
Subtotal ......coccoeiiiiiiee (11,578) 903 (117,866)
Interest and dividend received .. 791 840 8,053
Interest paid .........cccccevveieenn (190) (103) (1,934)
Income taxes pai (992) (564) (10,099)
Additional retirement payments ...... - (41) -
Compensation for damage PAYMENTS ....c.eeiuiiiuiiiieiieeieeie ettt see s ene s (2,835) - (28,861)
Net cash provided by (used in) operating actiVities ..........ccceeveerierierieieeie e (14,804) 1,035 (150,707)
Cash flows from investing activities:
Net decrease (increase) in time depgsits ..... 1,787 (1,183) 18,192
Purchase of property, plant and equipment . (213) (1,089) (2,168)
Sales of property, plant and equipment ..... 31 ’272 ,316
Purchase of intangible fiXed @SSELS ......eeiuieiuieieiie e (99) (128) (1,008)
Purchase of INVESIMENt SECUNLIES ........coiuiiiiiiiiieie e ’
; " (447) (128) (4,551)
Sales of INVESTMENT SECUNEIES ...evuviiiieiiciie et 2833 1250 28.840
Purchase of investments in subsidiaries resulting in change in scope of consolidation (1’905) T R 9’393)
Proceeds from sales of investments in subsidiaries resulting in change in scope of consolidation ... 1:341 B 13:652
Dlsbursement for loans _recewable ............................................................................... (2,740) (1,273) (27,894)
Collection of loans receivable ....... 1,370 306 13,947
Other................._ ...................... S R 719 494 7,319
Net cash provided by (used in) iNvVesting aCHIVItIES .........ccovieiiiiiiii et 2,677 {,479) 27,252
Cash flows from financing activities:
Net increase in Short-termM DanK [08NS ..........cccueveveirieieieieieieteieeee st seaee 5,531 585 56,307
Proceeds from long-term debt ............ 300 23 3,054
Payment of long-term debt ... (255) (151) (2,596)
Purchase of treasury stock .... (2) (1) (20)
Sales Of treasury SLOCK ..........coieuriieruriiieiieeeseseeiee e 1 1 10
Payment of cash dividends to the Company’s shareholders (206) (619) (2,097)
Payment of cash dividends to minority Shareholders .............ccoueeueuririeieiresssesseisissessessees (31) (24) (316)
(013 T=Y OO (4) = (41)
Net cash provided by (used in) financing activities .............. 5,334 (186) 54,301
Effect of exchange rate changes on cash and cash equivalents . (890) (171) (9,060)
Net decrease in cash and cash equivalents......................... (7,683) (801) (78,214)
Cash and cash equivalents at beginning of year (Note 4) .. 23,938 24,567 243,693
Cash and cash equivalents of newly consolidated SUDSIAIArY............cccceueueerierevereeeeerieieeeeeenes - 172 -
Cash and cash equivalents at end of year (NOTE 4) ..............ccoovviveiieereeeereeeeereeeresesenees ¥ 16,255 ¥ 23,938 $ 165,479

See accompanying notes.



Notes to Consolidated Financial Statements

Takuma Co., Ltd. and Consolidated Subsidiaries

1. Basis of presenting financial statements

The accompanying consolidated financial statements have been
prepared in accordance with the provisions set forth in the Japanese
Financial Instruments and Exchange Law and its related accounting
regulations, and in conformity with accounting principles generally
accepted in Japan, which are different in certain respects as to
application and disclosure requirements of International Financial
Reporting Standards.

The accounts of overseas subsidiaries are based on their account-
ing records maintained in conformity with generally accepted
accounting principles prevailing in the respective countries of domi-
cile. However, as described in Note 3 (c), necessary adjustments
are made upon consolidation. The accompanying consolidated
financial statements have been restructured and translated into
English from the consolidated financial statements of Takuma Co.,
Ltd. (the “Company”) prepared in accordance with Japanese GAAP
and filed with the appropriate Local Finance Bureau of the Ministry
of Finance as required by the Japanese Financial Instruments and
Exchange Law. Some supplementary information included in the
statutory Japanese language consolidated financial statements, but
not required for fair presentation, is not presented in the accompa-
nying consolidated financial statements.

The translation of the Japanese yen amounts into U.S. dollars are
included solely for the convenience of readers outside Japan, using
the prevailing exchange rate at March 31, 2009, which was ¥98.23
to U.S. $1. The convenience translations should not be construed
as representations that the Japanese yen amounts have been,
could have been, or could in the future be, converted into U.S. dol-
lars at this or any other rate of exchange.

2. Summary of significant accounting policies

(a) Principles of consolidation

The consolidated financial statements include the accounts of the
Company and its 18 significant subsidiaries (the “Companies”).

As for the Campo Recycle Plaza Co., Ltd., in accordance with the
fact that it has become the Company’s subsidiary, due to the addi-
tional acquisition of stocks for the fiscal year ended March 31, 2009,
its status has been changed from equity method affiliate to consoli-
dated subsidiary.

In addition, as for the Central Conveyor Co., Ltd, it has been
excluded from the scope of consolidation due to the Company’s
selling its stocks for the fiscal year ended March 31, 2009.

All significant inter-company transactions and unrealized profits
among the Companies have been eliminated in consolidation.
Investments in certain significant affiliates, which the Company and
its subsidiaries are able to influence, in a material degree, their
financial and operating decision-making, other than consolidated
subsidiaries, are accounted for by the equity method after the elimi-
nation of unrealized inter-company profits.

Investments in the remaining unconsolidated subsidiaries and affili-
ated companies are not accounted for by the equity method
because of the immaterial effect on the consolidated financial state-
ments. Therefore, such investments are carried at cost, adjusted for
any substantial and non-recoverable decline in value, and income
from those unconsolidated subsidiaries and affiliated companies is
recognized only when the Companies receive dividends therefrom.

As for the amortization of goodwill and negative goodwill, we rea-
sonably estimate the effective duration and amortize evenly during
said period. However, in the case of its amount being de-minimis,
the amortization is conducted in full during the fiscal year of occur-
rence.

(b) Foreign currency translation

Revenue and expense are translated at the rates of exchange pre-
vailing when transactions are made. Assets and liabilities denomi-
nated in foreign currencies are generally translated into each
reporting currency at the rate of foreign exchange prevailing at the
balance sheet dates and the resulting translation gains or losses
are included in earnings.

Financial statements of a consolidated overseas subsidiary are
translated into Japanese yen at the year-end rate, except that net
assets accounts are translated at historical rates and income state-
ment items resulting from transactions with the Company at the
rates used by the Company. The resulting translation adjustments
are shown as “Foreign currency translation adjustments”, a sepa-
rate component of net assets.

(c) Cash and cash equivalents

In preparing the consolidated statements of cash flows, cash and
cash equivalents include cash on hand, readily-available deposits
and short-term investments with maturities of not exceeding three
months from the date of acquisition which have high liquidity and
low risk of price fluctuation.

(d) Securities

Equity securities issued by subsidiaries and affiliated companies
which are not consolidated nor accounted for using the equity
method are stated at moving-average cost. Available-for-sale secu-
rities with available fair market value are stated at fair market value,
and unrealized gains and losses on these securities are reported,
net of applicable income taxes, as a separate component of net
assets. Realized gains and losses on sale of such securities are
computed using moving-average cost. Available-for-sale securities
with no available fair market value are stated at moving-average
cost.

If the market value of equity securities issued by unconsolidated
subsidiaries and affiliated companies, and available-for-sale securi-
ties declines significantly, such securities are stated at fair market
value and the difference between fair market value and the carrying
amount is recognized as loss in the period of the decline. If the fair
market value of securities is not readily available, such securities
should be written down to net asset value with a corresponding
charge in the income statement in the event net asset value
declines significantly. In these cases, such fair market value or the
net asset value will be the carrying amount of the securities at the
beginning of the next year.

(e) Allowance for doubtful accounts

The Company and its subsidiaries adopt the policy of providing the
allowance for doubtful accounts by estimating individually uncol-
lectible amounts and by applying percentage based on collection
experience to the remaining.
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(f) Inventories

Merchandise and finished goods are stated at cost by the moving
average method (with regard to the amount of the balance sheet,
the method of write-down in the carrying value based on the
decreased related profitability). Work in process is stated at cost as
determined by the identified cost method (with regard to the amount
of the balance sheet, the method of write-down in the carrying value
based on the decreased related profitability). Materials and supplies
are stated at cost by the average method (with regard to the amount
of the balance sheet, the method of write-down in the carrying value
based on the decreased related profitability).

As for the inventories possessed for the ordinary marketing pur-
poses, the cost method was formerly applied; however, in accor-
dance with the application of the ‘Financial Accounting Standards
on Valuation of Inventory’ (Statement No. 9 Accounting Standards
dated July 5, 2006 by the Accounting Standards Board of Japan),
since the current consolidated fiscal year, they have been calcu-
lated via the cost method (with regard to the amount of the balance
sheet, the method of write-down in the carrying value based on the
decreased related profitability).

Due to this change, operating income have decreased by ¥81 mil-
lion ($825 thousand) and increased loss before income taxes and
minority interests by the same amount, for the fiscal year ended
March 31, 2009.

The effect on segment information of this change is disclosed in
Note 17.

(g) Property, plant and equipment

Property, plant and equipment are depreciated using the declining-
balance method over the estimated useful lives of the assets.
However, buildings acquired after March 31, 1998, are depreciated
using the straight-line method.

The range of useful lives is principally from 3 to 60 years for build-
ings and structures and from 2 to 20 years for machinery, equip-
ment and other. Maintenance and repairs, including minor renewals
and improvements, are charged to income as incurred.

In addition, lease assets are depreciated using the straight-line
method over the lease term with an assumption of no residual
value.

Effective from the year ended March 31, 2008, the Company and its
domestic consolidated subsidiaries changed the depreciation
method for property, plant and equipment acquired on and after
April 1, 2007 in accordance with the revision of Japanese Corporate
Tax Law.

Due to this change, operating loss and loss before income taxes
and minority interests have increased by ¥39 million respectively,
for the fiscal year ended March 31, 2008.

The effect on segment information of this change is disclosed in
Note 17.

Pursuant to an amendment to the Japanese Corporate Tax Law,
effective from the year ended March 31, 2008, the Company and its
domestic consolidated subsidiaries have started to depreciate the
remaining balance of the assets over a 5 year period using straight-
line method from the following fiscal year after the book value of the
assets decreases to 5% of the acquisition costs under the method
of depreciation based on the pre-revision Tax law.

Due to this change, operating loss and loss before income taxes
and minority interests have increased by ¥41 million respectively,
for the fiscal year ended March 31, 2008.

The effect on segment information of this change is disclosed in

Note 17.

With regard to machinery and equipment, in accordance with the
change in legal working lifespan due to amendments of the
Corporation Tax Act in fiscal 2008, the Company and its domestic
consolidated subsidiaries have changed such durable lives for the
fiscal year ended March 31, 2009.

There is little effect on operating income and loss before income
taxes and minority interests of adopting of the new standard and
guidance.

(h) Allowance for losses on sales contracts

Among sales orders of the Companies on hand at balance sheet
date, for projects in which the estimated cost is expected to exceed
the amount of the sales order by a wide margin, allowance for
losses on sales contracts is recognized at the estimated aggregate
amount of such losses.

(i) Allowance for losses on litigation

The estimated amount of losses recognized as required is allocated
by estimating possible losses that we may assume in future in order
to prepare for any losses caused by lawsuits about the violation of
the Japanese antimonopoly Act about the construction of waste
incineration plants.

(j) Allowance for employees’ retirement benefits

The Companies provide two types of post-employment benefit
plans, unfunded lump-sum payment plans and funded non-contribu-
tory pension plans. Under which all eligible employees are entitled
to benefits based on the level of wages and salaries at the time of
retirement or termination, length of service and certain other factors.
The Companies provided allowance for employees’ severance and
retirement benefits as of March 31, 2009 and 2008 based on the
estimated amounts of projected benefit obligation and the fair value
of the plan assets at the balance sheet dates.

Actuarial gains or losses are recognized in expense using straight-
line method over 10 years commencing with the following period.
Prior service costs are recognized in expense using straight-line
method over 10 years from when incurred.

(k) Allowance for directors’, executive officers’, and corporate
auditors’ retirement benefits
Directors, executive officers, and corporate auditors are generally
entitled to receive retirement benefits based on the Companies’
internal rules. The Companies provided allowance for directors’,
executive officers’, and corporate auditors’ retirement benefits com-
puted on the assumption that all directors, executive officers, and
corporate auditors retired at the balance sheet date.
Full amount of payment required under internal regulations had so
far been earmarked in preparation for retirement benefit payment
for directors (including operating officers). However, at the board of
directors meeting held on May 17, 2007 the Company abolished the
directors’ retirement allowance system, and the ordinary share-
holder general meeting held on June 28, 2007 resolved on cutoff
payment of directors’ retirement allowance in accordance with the
tenure of office up to the shareholder general meeting closing.
Accordingly, the amount ¥304 million required for directors’ retire-
ment allowance payment is recorded as “other” of liabilities as of
March 31, 2008.



() Revenue recognition
Net sales from contracts are recognized at the time the contracts
are completed, except that net sales for projects with construction
lasting more than one year and contract amount over ¥1,000 million
are recognized using the percentage-of-completion method.
Net sales and gross profit recognized on the percentage-of-comple-
tion method for the years ended March 31, 2009 and 2008 were as
follows:

Thousands of

Millions of Yen U.S.dollars

2009 2008 2009
Net sales ¥ 32,052 ¥ 29,001 $ 326,295
Gross income (loss) 1,413 (9,999) 14,389

(m) Income taxes

The Companies are subject to corporation tax, inhabitants tax and
enterprise tax, which are based on taxable income. The Companies
recognize the tax effects of the temporary differences between the
carrying amounts of assets and liabilities for tax and financial report-
ing. The provision for income taxes is computed based on the pre-
tax income of each of the Companies, with certain adjustments
required for tax purposes. The asset and liability approach is used
to recognize deferred tax assets and liabilities for the expected
future tax consequences of temporary differences.

(n) Net income and cash dividends per share

Net income per share is computed based on the weighted average
number of common stock outstanding during each period.

Diluted net income per share is computed by the assumption that all
convertible bonds were converted into common stock at the begin-
ning of each period.

Cash dividends per share represent interim dividends declared by
the Board of Directors in each year and year-end dividends
approved by the shareholders at the annual meeting held subse-
quent to the end of the fiscal year.

(o) Derivatives and hedge accounting

The Companies generally state derivative financial instruments at
fair value and recognize changes in the fair value as gains or losses
unless derivative financial instruments are used for hedging pur-
poses.

If derivative financial instruments are used as hedges and meet cer-
tain hedging criteria, the Companies generally defer recognition of
gains or losses resulting from changes in fair value of derivative
financial instruments until the related gains or losses on the hedged
items are recognized.

The Company and its consolidated subsidiaries uses currency for-
ward contract to hedge its accounts receivable and accounts
payable denominated in foreign currencies against foreign exchange
risk that comes from foreign currency transactions (mainly U.S.dol-
lars).

The interest rate swaps that qualify for hedge accounting and meet
specific matching criteria are not re-measured at market value.

(p) Valuation of assets and liabilities of consolidated subsidiaries

In the elimination of investments in subsidiaries, the assets and lia-
bilities of the subsidiaries, including the portion attributable to minor-
ity shareholders, are evaluated using the fair value at the time the
Company acquired control of the respective subsidiaries.

(g) Reclassifications
Certain prior year amounts have been reclassified to conform to
2009 presentation.

3. Changes in accounting policies

(a) Change in the accounting policy concerning the royalty revenue
Royalty revenue the Company receives from technology receivers
had so far been included in “technical assistance fee” of other
income. This was revised for inclusion in net sales effective for the
fiscal year ended March 31, 2008.

The reason for this change is to present the Company’s operating
result more appropriately. This is because the importance of this
royalty revenue has increased as a result of promotion of technol-
ogy receiver exploitation under the policy of implementing the oper-
ating strategies of providing technology and securing fixed profit as
royalty in overseas business.

Due to this change, as compared with the previous method, net
sales and gross profit have increased by ¥683 million, and operat-
ing loss has decreased by the same amount with no effect on loss
before income taxes and minority interests.

The effect on segment information of this change is disclosed in
Note 17.

(b) Accounting standard for leases

As for finance leases where the ownership of the leased assets is
not transferred to the lessee, the accounting method according to
ordinary leases had formerly been applied; however, for the fiscal
year ended March 31, 2009, in accordance with the application of
the ‘Financial Accounting Standards on Leases’ (Statement No. 13
Accounting Standards dated June 17, 1993 by the First Committee
of Business Accounting Council, revision dated March 30, 2007
by the Accounting Standards Board of Japan), as well as the
‘Guidance for Accounting Standards on Leases’ (Guidance No. 16
Guidance for Accounting Standards dated January 18, 1994 by the
Accounting System Committee at the Japanese Institute of
Certified Public Accountants, revision dated March 30, 2007 by the
Accounting Standards Board of Japan), the accounting method for
ordinary sales transactions has been applied.

In addition, for finance leases where the ownership of the leased
assets is not transferred to the lessee and whereby its start-up date
is before the initial year of application, the application of the
accounting method for ordinary leases is continued.

There is no effect on operating income and loss before income
taxes and minority interests of adopting of the new standard and
guidance.

(c) The ‘Practical Solution on Unification of Accounting Policies
Applied to Foreign Subsidiaries for Consolidated Financial
Statements’

The Company have applied the ‘Practical Solution on Unification

of Accounting Policies Applied to Foreign Subsidiaries for

Consolidated Financial Statements’ (Statement No. 18 the Practical

Issues Task Force dated May 17, 2006 by the Accounting

Standards Board of Japan) since the current consolidated fiscal

year and made the necessary modification for consolidated

accounting.

There is little effect on operating income and loss before income

taxes and minority interests of adopting of the new standard and

guidance.
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4. Amounts of cash and cash equivalents

Amounts of cash and cash equivalents as of March 31, 2009 and 2008 were reconciled with cash and time deposits as follows:

Cash and time dEPOSIES .......ceveruirieiiiii et
Time deposits with maturities exceeding three months

from the date of aCqUISITION ........ccceiiiiii e
Short-term highly liquid investments with maturities

not exceeding three MOoNths ...
Total: Cash and cash eqUIVaIENES ..........cciiiiiiiiiiiiice e

5. Inventories
Inventories are summarized as follows:

Merchandise and finished goods ............cccociiiiiiiiiii i
WOTK IN PrOCESS ...ttt sttt b e et sareetee s
Materials and SUPPLIES .......cooouiiiiiiiiiie e
TOtal: INVENTOTIES ...ttt

6. Securities

Millions of Yen Thousands of U.S.dollars
2009 2008 2009
16,924 ¥ 26,434 $ 172,290
(700) (2,526) (7,126)
31 30 315
16,255 ¥ 23,938 $ 165,479
Millions of Yen Thousands of U.S.dollars
2009 2008 2009
1,002 ¥ 1,200 $ 10,201
3,595 6,422 36,598
1,789 1,999 18,212
6,386 ¥ 9,621 $ 65,011

(a) Acquisition costs, book values of available-for-sale securities with available fair values as of March 31, 2009 and 2008 were as follows:

As of March 31, 2009
Securities with book values exceeding
acquisition costs:

Equity securities .......ccooeoeiiiiiiiiinn.

Debt securities .........cccviciiiiiiiiiiiiiee.

Subtotal ......ooeiiii
Securities with book values not exceeding

acquisition costs:

Equity SECUritieS ......c.cccevveevieeiieiiieene.
Subtotal ....ooeeiiiie
Total e

As of March 31, 2008
Securities with book values exceeding
acquisition costs:

Equity securities .......ccoceoviiiiiiiiienne.
Debt securities .........cccoviciiiiiiiiiiiieene.
Others ....cooiiiiiiiiiiieeee e
Subtotal ......oooeeiiii
Securities with book values not exceeding

acquisition costs:

Equity securities .......ccoceoviiiiiiiiienne.

Others .....cccoveeenee.
Subtotal

Total e

Millions of Yen

Acquisition cost Book value Difference
¥ 4,118 ¥ 7,429 ¥ 3,311
27 27 0

4,145 7,456 3,311
3,854 2,992 (862)
3,854 2,992 (862)

¥ 7,999 ¥ 10,448 ¥ 2,449

Millions of Yen

Acquisition cost Book value Difference
¥ 7,612 ¥ 15,788 ¥ 8,176
27 27 0

700 743 43

8,339 16,558 8,219
1,830 1,449 (381)
162 143 (19)
1,992 1,592 (400)

¥ 10,331 ¥ 18,150 ¥ 7,819




Thousands of U.S.dollars

As of March 31, 2009 Acquisition cost Book value Difference

Securities with book values exceeding
acquisition costs:

Equity securities ..........ccooveveeiiiiieenene. $ 41,922 $ 75,629 $ 33,707
Debt securities ......ceeeeeeeeeiiiiiiieeeeeinn 275 275 0
Subtotal .....ooooiiiii 42,197 75,904 33,707

Securities with book values not exceeding
acquisition costs:

Equity securities ........ccccooveveeiieiieennne. 39,234 30,459 (8,775)
Subtotal ...c.eeeerieie 39,234 30,459 (8,775)
TOtal oo $ 81,431 $ 106,363 $ 24,932

(b) Book values of available-for-sale securities with no fair values as of March 31, 2009 and 2008 were mainly consisted of as follows:

Millions of Yen Thousands of U.S.dollars
2009 2008 2009
Non-listed equity securities .... ¥ 149 ¥ 1,271 $ 1,517
Corporate DONAS .......ccovuereriiiiiie i 100 100 1,018
Debt security investment trust which equivalent to cash .... 30 30 305

(c) Available-for-sale securities sold for the years ended March 31, 2009 and 2008 were as follows:

Millions of Yen Thousands of U.S.dollars
2009 2008 2009
Total SAIES AMOUNT .....cceiiieie et e e e e e e e ennes ¥ 2,836 ¥ 1,250 $ 28,871
[T S 198 126 2,015
LOSSES ittt et 93 27 947

(d) Maturities of available-for-sale securities as of March 31, 2009 and 2008 were as follows:

Millions of Yen

Over 1 year but Over 5 years but
As of March 31, 2009 Within 1 year within 5 years within 10 years Over 10 years
Debt SECUNtIES .....oviviiiiiiiiiiiecieeeeieee F - ¥ 27 o - ¥ -
Corporate bonds ...........ccceeiiiiiiiiiiiice = 100 - -
Others ....oooiiiiiee e - - - -
TOtal e ¥ - ¥ 127 ¥ - ¥ -

Millions of Yen

Over 1 year but Over 5 years but
As of March 31, 2008 Within 1 year within 5 years within 10 years Over 10 years
Debt securities ........ccoceeveiiiiiiiiiiiieeee ¥ - ¥ 27 ¥ - ¥ -
Corporate bonds .........cccecererieieniiiiiiice - 100 - -
OFhErS .o - - - -
TOtAl e ¥ - ¥ 127 ¥ - ¥ -

Thousands of U.S.dollars

Over 1 year but Over 5 years but
As of March 31, 2009 Within 1 year within 5 years within 10 years Over 10 years
Debt SECUNEIES ..vvrvveieeeeeiieeiereceeie e $ - $ 275 $ - $ -
Corporate bonds .........ccceeiieiiieiiiiiiiiiieeieene - 1,018 - -
Others ......oiiiiiiiei e - - - -

o) - | SR $ - $ 1,293 $ - $ _
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7. Lease
(a) Finance lease

The Companies are obligated under several finance leases without transfer of ownership. Total expenses for non-capitalized finance leases,
which are accounted for in the same manner as operating leases, for the years ended March 31, 2009 and 2008 were ¥131 million ($1,334 thou-

sand) and ¥202 million, respectively.

If such finance leases were capitalized including interest as of March 31, 2009 and 2008, they would be recorded in the consolidated balance

sheets as follows:

Millions of Yen

2009 2008
Acquisition Accumulated Acquisition Accumulated
cost depreciation Book value cost depreciation Book value
Machinery and equipment ..........ccccoceienennenne. ¥ 530 ¥ 312 ¥ 218 ¥ 884 ¥ 519 ¥ 365
Other @SSets .....ccceeoeeiriiieiiiiiece e 43 32 11 122 95 27
TOtAl 1. ¥ 573 ¥ 344 ¥ 229 ¥ 1,006 ¥ 614 ¥ 392
Thousands of U.S.dollars
2009
Acquisition Accumulated

cost depreciation Book value
Machinery and equipment .............c.cccciiiiine $ 5,395 $ 3,176 $ 2,219
Other assets ... . 438 326 112
L1 2= L $ 5,833 $ 3,502 $ 2,331

If depreciation expense on such finance leases was incurred for the years ended March 31, 2009 and 2008, the amounts would be ¥131 million

($1,334 thousand) and ¥202 million, respectively.

The scheduled future payments of such lease obligations, including interest, as of March 31, 2009 and 2008, were as follows:

(b) Operating lease

Millions of Yen Thousands of U.S.dollars
2009 2008 2009
¥ 83 ¥ 147 $ 845
146 245 1,486
¥ 229 ¥ 392 $ 2,331

The scheduled future payments of non-cancelable operating lease, including interest, as of March 31, 2009 and 2008, were as follows:

Due within one year
DUE aftEr ONE YEAI ...t

8. Pledged assets

Millions of Yen Thousands of U.S.dollars
2009 2008 2009
¥ 1 ¥ = $ 10
2 - 20
¥ 3 ¥ = $ 30

The following assets were pledged to secure short-term loans payable, long-term debt, notes discounted and fulfillment of a contract as of March

31, 2009 and 2008:

Buildings and structures .....
Machinery, and eqUIPMENT ...........ccciiiiiiiiii e
SECUIMHIES .ttt ettt et e ae e et eeebeeeabeeebeeenbaeeneeenneeaneeennas

Millions of Yen Thousands of U.S.dollars
2009 2008 2009

¥ 2,707 ¥ 1,244 $ 27,558
3,813 1,154 38,817

1,312 - 13,356

3,850 14 39,194

167 162 1,700

133 104 1,354

¥ 11,982 ¥ 2,678 $ 121,979




9. Investment securities for lending

The investment securities included marketable securities worth ¥5,553 million ($56,531 thousand), lending as stated by the master agreement
regarding the stock lending. In addition, deposit receipts regarding such transactions were included in short-term bank loans of current liability,
which was ¥3,420 million ($34,816 thousand).

10. Short-term loans payable and long-term debt

Short-term loans payable outstanding were generally represented by bank overdrafts bearing interest at average rates of 1.6% and 1.3% per
annum as of March 31, 2009 and 2008, respectively.

Long-term debt as of March 31, 2009 and 2008 were as follows:

Millions of Yen Thousands of U.S.dollars
2009 2008 2009
Loans from banks and other financial institutions due 2009
interest at rates of 1.1% to 3.0% per annum in 2009 and 2008:

LYo U [ =Yo O SPR P SUPRRPR ¥ 1,121 ¥ 745 $ 11,412

(8 0TS =Yo U= 1,271 127 12,939

2,392 872 24,351
=T S O (=Y ) o o] (o] PSPPSRI (471) (78) (4,795)
¥ 1,921 ¥ 794 $ 19,556

The aggregate annual maturities of long-term debt as of March 31, 2009 were summarized below:

Years ending March 31, Millions of Yen Thousands of U.S.dollars
2010 .... ¥ 471 $ 4,795
2011 596 6,067
2012 245 2,494
2013 210 2,138
2014 ... 392 3,991
2015 aNd thEIEAMET .....eiiiiiiie et 478 4,866

11. Allowance for employees’ retirement benefits
The liabilities for severance and retirement benefits included in the liabilities section of the consolidated balance sheets as of March 31, 2009
and 2008 consist of the following:

Millions of Yen Thousands of U.S.dollars
2009 2008 2009
Projected benefit 0blIigation ..........cc.uoiiiiiiiiiiie e ¥ 11,662 ¥ 12,207 $ 118,721
Fair value of PIan @SSELS .......coiiiiiiiiii i (6,203) (7,487) (63,147)
Unfunded projected benefit obligation ...............cccooiiiiiii 5,459 4,720 55,574
Unrecognized Prior SEIVICE COSE.....iiiiiiiiaiiiiiaiiie et eiee et e e ee e e ea e s e e saeee e 1,349 1,562 13,733
Less: unrecognized actuarial differences ...........ccceieieiiiiiiiiiiccceeeeee (1,425) (908) (14,507)
Prepaid PenSioN EXPENSES ........ooiiiiiiiiie ittt - - -
Allowance for employees’ retirement benefits ¥ 5,383 ¥ 5,374 $ 54,800

Included in the consolidated statements of operations for the years ended March 31, 2009 and 2008 were severance and retirement benefit
expenses comprised of the following:

Millions of Yen Thousands of U.S.dollars
2009 2008 2009

Service costs — benefits earned during the year ............ccccooiiiiiiiiiiiiiiccee ¥ 675 ¥ 798 $ 6,872
Interest cost on projected benefit obligation ... . 210 225 2,138
Expected return on plan @ssets ..........cocoiiiiiiiiiiiiiii (248) (271) (2,525)
Amortization of actuarial differenCes ..........cceeevieieeiiie e 207 136 2,107
Amortization Of Prior SEIVICE COST .....c.iiiiiiiieiiiiiie et (213) (140) (2,168)
Additional retirement payments and others ...........cccccooiiiiiiiiii i - 232 -

Employees’ retirement benefit eXpenses ...........ccccceiiiiiiiiiiiiiicc e, ¥ 631 ¥ 980 $ 6,424
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The discount rates used by the Companies are mainly 2.0% for the years ended March 31, 2009 and 2008, respectively.

The rates of expected return on plan assets used by the Companies are mainly 4.0% for the years ended March 31, 2009 and 2008, respectively.
The estimated amount of all retirement benefits to be paid at the future retirement date is allocated equally to each service year using the estimated
number of total service years. Prior service costs are recognized in expense using the straight-line method over 10 years from when incurred.
Actuarial gains or losses are recognized in expense using the straight-line method over 10 years commencing with the succeeding period.

12. Contingent liabilities

The Companies were contingently liable under guarantees for bank loans of affiliated companies and other companies as of March 31, 2009
and 2008 amounting to ¥5,271 million ($53,660 thousand) and ¥2,569 million, respectively.

Also, the Companies were contingently liable for notes discounted as of March 31, 2009 and 2008 amounting to ¥222 million ($2,260 thousand)
and ¥10 million, respectively.

13. Net assets

Under Japanese laws and regulations, the entire amount paid for new shares is required to be designated as common stock. However, a com-
pany may, by a resolution of the Board of Directors, designate an amount not exceeding one-half of the price of the new shares as additional
paid-in capital, which is included in capital surplus.

Under the Japanese Corporate Law (“the Law”), in cases where a dividend distribution of surplus is made, the smaller of an amount equal to
10% of the dividend or the excess, if any, of 25% of common stock over the total of additional paid-in capital and legal earnings reserve must be
set aside as additional paid-in capital or legal earnings reserve. Legal earnings reserve is included in retained earnings in the accompanying
consolidated balance sheets.

Under the Law, legal earnings reserve and additional paid-in capital can be used to eliminate or reduce a deficit, and also can be capitalized by
a resolution of the shareholders’ meeting.

Additional paid-in capital and legal earnings reserve may not be distributed as dividends. Under the Law, all additional paid-in capital and all legal
earnings reserve may be transferred to other capital surplus and retained earnings, respectively, which are potentially available for dividends.
The maximum amount that the Company can distribute as dividends is calculated based on the non-consolidated financial statements of the
Company in accordance with Japanese laws and regulations.

The appropriation of retained earnings with respect to a given financial year is made by resolution of the shareholders at a general meeting held
subsequent to the close of such financial year. The accounts for that year do not, therefore, reflect such appropriations.

14. Research and development expenses
Research and development expense is charged to income as incurred. Such amount included in cost of sales, and selling, general and admin-
istrative expenses for the years ended March 31, 2009 and 2008 were ¥516 million ($5,253 thousand) and ¥767 million, respectively.

15. Income taxes

The Companies are subject to a number of taxes based on income, which, in the aggregate, indicate statutory rates in Japan of approximately
40.6% for the years ended March 31, 2009 and 2008.

The information of the significant differences between the statutory tax rate and the Companies’ effective tax rate for financial statement is not
provided for the years ended March 31, 2009 and 2008 because of the loss before income taxes and minority interests for the years.
Components of the Companies’ deferred tax assets and liabilities as of March 31, 2009 and 2008 were as follows:

Millions of Yen Thousands of U.S.dollars
Deferred tax assets: e it 2009
Allowance for employees’ retirement benefits ...........cccooceiiiiiiiiiiiiiiene ¥ 2,147 ¥ 2,171 $ 21,857
Allowance for losses on sales CONtracts .........ccocevueeeeeeeieiiiiiiee e 479 1,773 4,876
PNl el (= Te [ oo o Mo I F=1 (= 435 773 4,429
Unrealized Profits .......oc.eeiiiiiieiieie e 873 1,199 8,887
Accrued bonuses t0 eMPIOYEES ........ceevviiiiiiiiiiiesire e 595 698 6,057
Provision for 10SS on [itigation ...........ccocueiiiiiiieiii e 4,778 - 48,641
Loss carryforward for tax purpoSes ..........ccceeciiiiiiiiiiiiiieeiie e 14,673 10,306 149,374
({0 =T USSP 1,775 1,789 18,070
Total deferred tax assets .. 25,755 18,709 262,191
Valuation allowance ....... (23,145) (16,024) (235,621)
Net deferred tax aSSeIS .. ..uiiiuiii e ¥ 2,610 ¥ 2,685 $ 26,570
Deferred tax liabilities:
Net unrealized holding gains on available-for-sale securities ..................... (959) (3,176) (9,763)
Valuation difference in land of consolidated subsidiary ..............ccccccocuenee. (160) (161) (1,629)
Net unrealized gains on revaluated land .................... . - (279) -
Oher . . (297) (449) (3,023)
Total deferred tax liabilities ..........cocveiiiiiiiiiiiicee e (1,416) (4,065) (14,415)
Net deferred tax assets (liabilities) .........cccccvieiiiiiiiiiiiiicee e, ¥ 1,194 ¥  (1,380) $ 12,155




16. Related party transactions

The Company owned 89 per cent of voting rights of Iwate-Kenhoku Clean Co., Ltd., 51 per cent of voting rights of Energy Mate Co., Ltd., 50 per
cent of voting rights of Campo Recycle Plaza Co., Ltd., and 40 per cent of voting rights of Ichihara New Energy Co., Lid.

Iwate-Kenhoku Clean Co., Ltd. and Energy Mate Co., Ltd. were unconsolidated subsidiaries and Ichihara New Energy Co., Ltd. was affiliated
company as of March 31, 2009 and 2008.

Campo Recycle Plaza Co., Ltd. was affiliated company before the additional acquisition of stocks for the fiscal year ended March 31, 2009.

The transactions amounts were as follows:

Millions of Yen Thousands of U.S.dollars
Iwate-Kenhoku Clean Co., Ltd. 2009 2008 2009
AccCeptances and QUATANTEES .........iiiueiiiiiiiieiiiieiiesieetee ettt et e e b e saeeabeesseeebeeaneeanne ¥ 3,185 ¥ - $ 32,424
Millions of Yen Thousands of U.S.dollars
Energy Mate Co., Ltd. 2009 2008 2009
Lending of the CaPItal ..........couiiiiiiie i s ¥ 280 ¥ - $ 2,850
Collection of the CAPItAl ........coeeiiiriiieire i e 399 51 4,062
LOANS FECERIVADIE ... ..t e e e e et e e e e e et a e e e e e nnnes 1,342 1,461 13,662
Millions of Yen Thousands of U.S.dollars
Campo Recycle Plaza Co.,Ltd. 2009 2008 2009
Lending of the Capital ..........coiiiiiiiee e ¥ 1,267 ¥ 1,162 $ 12,898
LOANS FECEIVADIE ....oiiieiee ettt et e et e e et e e e b e e enneeeenneas 2,929 1,662 29,818
Millions of Yen Thousands of U.S.dollars
Ichihara New Energy Co.,Ltd. 2009 2008 2009
Acceptances and QUATANTEES .........cccecueouiiiuiiuiitieieieeieie ettt ¥ 1,000 ¥ 319 $ -

Terms of transactions are determined under general market condition.

As for the loans receivable for Energy Mate Co., Ltd., the allowance for doubtful accounts is posted in terms of the estimated amounts consid-
ered uncollectible.

As for the Campo Recycle Plaza Co., Ltd., in accordance with the fact that it has become a Takuma subsidiary, due to the additional acquisition
of stocks during the current consolidated fiscal year, its status has been changed from equity method affiliate to consolidated subsidiary.

With this change, its inclusion as a related party has become inappropriate.

Therefore, the above transacted amount indicates that during the period that the company was considered a related party, while the end of year
balance states the amount at the time it had become a non-related party.

17. Segment information
(a) Business segment information
Business segment information for the years ended March 31, 2009 and 2008 were as follows:

Millions of Yen

Domestic Overseas
Environment Environment Package Elimination
Year ended March 31, 2009 and Energy and Energy Boiler Other Total and Corporate  Consolidated
Sales:
Outside customers ............ ¥ 58,477 ¥ 14,668 ¥ 19,218 ¥ 12,568 ¥ 104,931 ¥ - ¥ 104,931
Intersegment ............co....... 19 34 527 6 586 (586) -
L] €= L 58,496 14,702 19,745 12,574 105,517 (586) 104,931
Operating expenses .................. 54,133 16,859 19,616 12,769 103,377 841 104,218
Operating income (loss) ............ ¥ 4,363 ¥  (2,157) ¥ 129 ¥ (195) ¥ 2,140 ¥ (1,427) ¥ 713
Identifiable assets, depreciation
expense and capital expenditure:
ASSELS ..o ¥ 46,413 ¥ 10,664 ¥ 15,435 ¥ 8,990 ¥ 81,502 ¥ 17,640 ¥ 99,142
Depreciation ........... . 789 142 485 655 1,471 - 1,471
Capital expenditure ................ 304 58 163 25 550 = 550
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Millions of Yen

Domestic Overseas
Environment Environment Package Elimination
Year ended March 31, 2008 and Energy and Energy Boiler Other Total and Corporate ~ Consolidated
Sales:
Outside customers ............. ¥ 51,899 ¥ 19,152 ¥ 19,960 ¥ 14,601 ¥ 105,612 ¥ - ¥ 105,612
Intersegment ...........ccc.e..... 21 89 478 103 691 (691) -
Total v 51,920 19,241 20,438 14,704 106,303 (691) 105,612
Operating eXpenses .................. 49,454 32,101 20,505 14,356 116,416 983 117,399
Operating income (I0sS) ............ ¥ 2466 ¥ (12,860) ¥ (67) ¥ 348 ¥ (10,113) ¥ (1,674) ¥ (11,787)
Identifiable assets, depreciation
expense and capital expenditure:
ASSEtS e ¥ 39,541 ¥ 7,769 ¥ 15,881 ¥ 12,283 ¥ 75,474 ¥ 37,153 ¥ 112,627
Depreciation .........cccccceeeeeenen. 734 177 505 65 1,481 - 1,481
Capital expenditure ................ 198 44 563 30 835 - 835
Thousands of U.S.dollars
Domestic Overseas
Environment Environment Package Elimination
Year ended March 31, 2009 and Energy and Energy Boiler Other Total and Corporate ~ Consolidated
Sales:
Outside customers ............ $ 595,307 $ 149,323 $ 195,643 $127,944 $1,068,217 $ - $1,068,217
Intersegment ..........ccceceene 194 346 5,365 61 5,966 (5,966) -
Total oo 595,501 149,669 201,008 128,005 1,074,183 (5,966) 1,068,217
Operating expenses .................. 551,084 171,627 199,694 129,991 1,052,396 8,562 1,060,958
Operating income (loss) ............ $ 44,417 $ (21,958) $ 1,314 $ (1,986) $ 21,787 $ (14,528) $ 7,259
Identifiable assets, depreciation
expense and capital expenditure:
ASSELS i $ 472,493 $ 108,561 $ 157,131 $ 91,520 $ 829,705 $ 179,579 $1,009,284
Depreciation ............. 8,032 1,446 4,937 560 14,975 - 14,975
Capital expenditure ................ 3,095 590 1,659 255 5,599 - 5,599

Corporate expenses included in operating expenses and not allocated to segment in 2009 and 2008 were general affairs department expenses
of the Company amounting to ¥1,931 million ($19,658 thousand) and ¥2,159 million, respectively.

Assets under the elimination and corporate in 2009 and 2008 were ¥33,043 million ($336,384 thousand) and ¥49,645 million, respectively,
include principally cash and time deposits, marketable securities (current) and investment securities (non-current) of the Company.

Change in segmentation of business segment and changes in accounting policy

As stated in Note 3, Royalty revenue the Company receives from technology receivers had so far been included in “technical assistance fee” of
other income. This was revised for inclusion in net sales effective from the current business year.

Due to this change, as compared with the previous method, net sales have increased by ¥185 million and operating income by the same
amount in the segment of Domestic Environment and Energy, and increased net sales by ¥485 million in the segment of Overseas Environment
and Energy, and by ¥12 million in the segment of Package Boiler, and decreased operating loss by the same amount respectively for the fiscal
year ended March 31, 2008.

Effective from the year ended March 31, 2008, the Company and its domestic consolidated subsidiaries changed the depreciation method for
property, plant and equipment acquired on and after April 1, 2007 in accordance with the revision of Japanese Corporate Tax Law. Due to this
change, as compared with the previous method, operating expenses have increased by ¥4 million in the segment of Domestic Environment and
Energy, and by ¥0 million in the segment of Other, and decreased operating income by the same amount respectively, and increased operating
expense by ¥0 million in the segment of Overseas Environment and Energy and by ¥33 million in the segment of Package Boiler and increased
operating loss by the same amount respectively for the fiscal year ended March 31, 2008.

Pursuant to an amendment to the Japanese Corporate Tax Law, effective from the year ended March 31, 2008, the Company and its domestic
consolidated subsidiaries have started to depreciate the remaining balance of the assets over a 5 year period using straight-line method from
the following fiscal year after the book value of the assets decreases to 5% of the acquisition costs under the method of depreciation based on
the prerevision Tax law. Due to this change, as compared with the previous method, operating expenses have increased by ¥28 million in the
segment of Domestic Environment and Energy, and by ¥5 million in the segment of Other, and decreased operating income by the same
amount respectively, and increased operating expense by ¥6 million in the segment of Overseas Environment and Energy and by ¥1 million in
the segment of Package Boiler and increased operating loss by the same amount respectively for the fiscal year ended March 31, 2008.

As for the inventories possessed for the ordinary marketing purposes, the cost method was formerly applied; however, in accordance with the



application of the ‘Financial Accounting Standards on Valuation of Inventory’ (Statement No. 9 Accounting Standards dated July 5, 2006 by the
Accounting Standards Board of Japan), since the current consolidated fiscal year, they have been calculated via the cost method (with regard
to the amount of the balance sheet, the method of write-down in the carrying value based on the decreased related profitability).

Due to this change, as compared with the previous method, operating expenses have increased by ¥3 million ($31 thousand) in the segment of
Domestic Environment and Energy, and by ¥72 million ($733 thousand) in the segment of Package Boiler, and decreased operating income by
the same amount respectively, and increased operating expense by ¥6 million ($61 thousand) in the segment of Other, and increased operating
loss by the same amount respectively for the fiscal year ended March 31, 2009.

(b) Geographic segment information
Geographic segment information for the years ended March 31, 2009 and 2008 were as follows:

Millions of Yen

Elimination
Year ended March 31, 2009 Japan Asia Europe Total and Corporate Consolidated
Sales:
Outside customers ................. ¥ 96,964 ¥ 500 ¥ 7,467 ¥ 104,931 ¥ - ¥ 104,931
Intersegment .........ccccceeeveenene 37 124 507 668 (668) =
Total coooeeeiieeiiiiiee 97,001 624 7,974 105,599 (668) 104,931
Operating eXpenses ................... 92,636 570 9,973 103,179 1,039 104,218
Operating income (loss) ............. ¥ 4,365 ¥ 54 ¥ (1,999) ¥ 2,420 ¥ (1,707) ¥ 713
ASSELS .o ¥ 80,121 ¥ 1,177 ¥ 4,538 ¥ 85,836 ¥ 13,306 ¥ 99,142
Millions of Yen
Elimination
Year ended March 31, 2008 Japan Asia Europe Total and Corporate Consolidated
Sales:
Outside customers ................. ¥ 95,952 ¥ 964 ¥ 8,696 ¥ 105,612 ¥ = ¥ 105,612
Intersegment ............ 11 156 5,833 6,000 (6,000) =
Total ...... 95,963 1,120 14,529 111,612 (6,000) 105,612
Operating expenses ........ 104,561 1,025 15,294 120,880 (3,481) 117,399
Operating income (l0SS) ............. ¥ (8,598) ¥ 95 ¥ (765) ¥ (9,268) ¥ (2,519) ¥ (11,787)
ASSEtS .o ¥ 71,957 ¥ 1,125 ¥ 4,512 ¥ 77,594 ¥ 35,033 ¥ 112,627
Thousands of U.S.dollars
Elimination
Year ended March 31, 2009 Japan Asia Europe Total and Corporate Consolidated
Sales:
Outside customers ................. $ 987,112 $ 5,090 $ 76,015 $ 1,068,217 $ - $ 1,068,217
Intersegment .........ccccceeeveenene 377 1,262 5,161 6,800 (6,800) =
Total e 987,489 6,352 81,176 1,075,017 (6,800) 1,068,217
Operating eXpenses ................... 943,052 5,803 101,527 1,050,382 10,576 1,060,958
Operating income (loss) ............. $ 44,437 $ 549 $ (20,351) $ 24,635 $ (17,376) $ 7,259
ASSELS e $ 815,647 $ 11,982 $ 46,198 $ 873,827 $ 135,458 $ 1,009,284

Corporate expenses included in operating expenses and not allocated to segment in 2009 and 2008 were general affairs department expenses
of the Company amounting to ¥1,931 million ($19,658 thousand) and ¥2,159 million, respectively.

Assets under the elimination and corporate in 2009 and 2008 were ¥33,043 million ($336,384 thousand) and ¥49,645 million, respectively,
include principally cash and time deposits, marketable securities (current) and investment securities (non-current) of the Company.

As for the inventories possessed for the ordinary marketing purposes, the cost method was formerly applied; however, in accordance with the
application of the ‘Financial Accounting Standards on Valuation of Inventory’ (Statement No. 9 Accounting Standards dated July 5, 2006 by the
Accounting Standards Board of Japan), since the current consolidated fiscal year, they have been calculated via the cost method (with regard to
the amount of the balance sheet, the method of write-down in the carrying value based on the decreased related profitability).

Due to this change, as compared with the previous method, operating expenses have increased by ¥81 million ($825 thousand) in the segment
of Japan, and decreased operating income by the same amount respectively for the fiscal year ended March 31, 2009.
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(c) Overseas sales
Overseas sales for the years ended March 31, 2009 and 2008 were as follows:

Millions of Yen

Year ended March 31, 2009 Asia Europe Other areas Total

OVErseas SalES ......ccceeeeeuieeeeiieeeceee e ¥ 2,333 ¥ 13,664 ¥ 36 ¥ 16,033
NEt SAIES ...uvveieeeeieeee e 104,931
Ratio of overseas sales to net sales ..................... 2.3% 13.0% 0.0% 15.3%

Millions of Yen

Year ended March 31, 2008 Asia Europe Other areas Total

OVErSEaS SAIES ...ovvveeeieeiiieieeeeeeecreeee e ¥ 4,414 ¥ 16,171 ¥ 42 ¥ 20,627
NEt SAIES ..uvvveieeeceeeeee e 105,612
Ratio of overseas sales to net sales ..................... 4.2% 15.3% 0.0% 19.5%

Thousands of U.S.dollars

Year ended March 31, 2009 Asia Europe Other areas Total

Overseas sales $ 23,750 $ 139,102 $ 367 $ 163,219
NEt SAIES ..eeeeeieeeeeeeee s 1,068,217

As stated in Note 3, the royalty revenue was accounted for amount of the other income previously. Effective from the fiscal year ended March
31, 2008, however, the Companies changed its accounting policy so that such income should be included in sales. Due to this change, as com-
pared with the previous method, overseas sales in Asia have increased by ¥497 million for the current consolidated fiscal year.

18. Subsequent event
On June 26, 2009, the shareholders of the Company approved no dividends from surplus.

Merger with Consolidated Subsidiary

The Company merged with its former consolidated subsidiary, Takuma Plant Co., Ltd. on April 1, 2009.
1) Information regarding combining entities
a) Combining entities
Existing entity: Takuma Co., Ltd. (the Company)
Merged entity: Takuma Plant Co., Ltd. (Consolidated Subsidiary of the Company)
b) Business description of the combined company
Installation, test run and adjustment, periodical maintenance, building operations for general plant facilities, including municipal solid waste
incineration plants, bulk waste treatment facilities, recyclable recovery facilities, a wide range of boiler plants and dismantlement for incin-
erations
¢) Legal form of combination of the companies
Merger establishing the Company as a surviving company, with Takuma Plant Co., Ltd. as an expired company
In addition, as this is a simplified merger for the Company, as specified in Paragraph 3, Clause 796 of the Law, while a short form merger
for Takuma Plant Co., Ltd., as specified in Paragraph 1, Clause 784 of the Law, no general shareholders’ meetings have been held at
either company.
d) Company name after combination
Takuma Co., Ltd.
e) Summary of transactions, including the purpose thereof
As a construction subsidiary of the Company, Takuma Plant Co., Ltd. had been engaging in the supervision of construction work for waste
treatment and boiler plants mainly constructed by the Company by allocating a number of qualified personnel to supervise construction.
As part of the promotion of the group management, which is our basic strategy, thanks to this merger, we consider ourselves well posi-
tioned to achieve the effective utilization of human resources within the group, while increasing business efficiency as well as cost reduc-
tion, along with preparing for the recovery in demand in the waste treatment plant market, by ensuring the deployment of qualified
personnel, such as supervisors, in the supervision of construction work.
2) Summary of the accounting method, which will be implemented
Based on the ‘Accounting Standards for Business Combinations’ (Statement No. 21 Accounting Standards dated October 31, 2003 by the
Business Accounting Council, final revision dated December 26, 2008 by the Accounting Standards Board of Japan, as well as ‘Guidance for
Accounting Standards for Business Combinations and Separations’ (Guidance No. 10 Guidance for Accounting Standards, final revision
dated December 26, 2008 by the Accounting Standards Board of Japan), the accounting method of the ‘Transactions under Common Control’
should be applied.



Independent Auditors’ Report

To the Shareholders and Board of Directors of Takuma Co., Ltd.:

We have audited the accompanying consolidated balance sheets of Takuma Co., Ltd. and consoli-
dated subsidiaries as of March 31, 2009 and 2008, and the related consolidated statements of
operations, changes in net assets and cash flows for the years then ended expressed in Japanese
yen. These consolidated financial statements are the responsibility of the Company’s manage-
ment. Our responsibility is to independently express an opinion on these consolidated financial
statements based on our audits.

We conducted our audits 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 audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Takuma Co., Ltd. and consolidated subsidiaries as
of March 31, 2009 and 2008, and the consolidated results of their operations and their cash flows
for the years then ended, in conformity with accounting principles generally accepted in Japan.

Without qualifying our opinion, we draw attention to the following:

(1) As discussed in Note 3 to the consolidated financial statements, effective April 1, 2007, the
Companies changed the accounting policy concerning the royalty revenue.

(2) As discussed in Note 18 to the consolidated financial statements as a subsequent event,
Takuma Co., Ltd. merged with its former consolidated subsidiary, Takuma Plant Co., Ltd. on
April 1, 2009.

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 yen amounts into U.S. dollar amounts and, in our opinion, such translation has been
made on the basis described in Note 1 to the consolidated financial statements.

KPMG AZ5A & Ce.

Tokyo, Japan
June 26, 2009




