








14 TCM CORPORATION

Millions of yen
Thousands of 
U.S. dollars

2010 2010 
Liabilities 
Current Liabilities:
    Notes and accounts payable ................................................... ¥ 10,797 $ 116,047
    Short-term loans ...................................................................... 1,800 19,347

    Current portion of long-term loans ........................................... 2,710 29,127

    Current portion of bonds .......................................................... 1,500 16,122
    Lease obligations..................................................................... 48 516

    Other accounts payable........................................................... 172 1,849 

    Accrued expenses ................................................................... 1,466 15,757
    Income taxes payable.............................................................. 46 494
    Advances received .................................................................. 159 1,709 
    Deposits received .................................................................... 409 4,396 
    Deferred revenues ................................................................... 63 677
    Allowance for bonuses payable ............................................... 499 5,363
    Short-term borrowings from affi liates....................................... 8,167 87,779
    Others  ..................................................................................... 2 21
        Total current liabilities .......................................................... 27,838 299,205

Non-current Liabilities: 
    Long-term loans....................................................................... 8,345 89,693
    Lease obligations..................................................................... 146 1,569
    Allowance for employee retirement benefi ts ............................ 2,584 27,773
    Allowance for retirement benefi ts for directors and offi cers ..... 39 419 
    Others ...................................................................................... 20 215
        Total non-current liabilities ................................................... 11,134 119,669
Total liabilities ............................................................................ 38,972 418,874

Net Assets
Shareholder's Equity: 
    Common stock......................................................................... 9,760 104,901
    Capital surplus ......................................................................... 3,756 40,370
        Legal capital surplus ............................................................ 3,756 40,370

    Retained earnings ................................................................... 857 9,211 
    Legal retained earnings ...........................................................  729 7,835
    Other retained earnings ........................................................... 128 1,376
        Retained earnings brought forward ..................................... 128 1,376 
        Total shareholder's equity .................................................... 14,373 154,482

Valuation and Translation Adjustments:
Net unrealized gains on other securities ..................................... 5 54
Total valuation and translation adjustments................................. 5 54
Total net assets .......................................................................... 14,378 154,536

Total liabilities and net assets .................................................. ¥ 53,350 $ 573,409
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Financial Statements
Income Statement
TCM Corporation 
For the year ended March 31, 2010 

Millions of yen
Thousands of 
U.S. dollars

2010 2010
Net sales...................................................................................... ¥ 48,603 $ 522,388
Cost of sales ................................................................................ 44,793 481,438
    Gross profi t .............................................................................. 3,810 40,950
Selling, general and administrative expenses  ............................ 6,395 68,734

    Operating loss ......................................................................... (2,585) (27,784)

Other income (expenses):
    Interest and dividend income................................................... 2,038 21,905

    Interest expenses .................................................................... (322) (3,461)

    Royalty income ........................................................................ 34 365
    Net foreign exchange losses ................................................... (4) (43)
    Loss on sales of accounts receivable ...................................... (17) (183)
    Gain on sales of property, plant and equipment ...................... 1,904 20,464
    Gain on sales of investments in securities .............................. 466 5,009
    Reversal of allowance for doubtful accounts ........................... 90 967
    Reversal of stock purchase warrants ...................................... 141 1,515
    Loss on disposal of property, plant and equipment ................. (33) (355)
    Provision of allowance for doubtful accounts .......................... (123) (1,322)
    Loss on devaluation of investments in affi liates ...................... (954) (10,254)
    Expenses for business structure improvement........................ (375) (4,031)
    Impairment loss ....................................................................... (120) (1,290)
    Others, net  .............................................................................. (167) (1,795) 

2,558 27,494 
Loss before income taxes ........................................................... (27) (290)
    Income taxes:

        Current................................................................................. (15) (161)

        Deferred............................................................................... (474) (5,095)
Net income  ................................................................................. ¥ 432 $ 4,643
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Financial Statements
Statement of Changes in Net Assets   
TCM Corporation  
For the year ended March 31, 2010 

Millions of yen

Capital surplus Retained earnings

Common 
stock

Legal 
capital 
surplus

Other 
capital 
surplus

Total 
capital 
surplus

Legal 
retained 
earnings

Other 
retained 
earnings Total 

retained 
earnings

Treasury 
stock

Total 
shareholder's 

equity
Retained 
earnings
brought 
forward

Balance at March 31, 2009 ¥ 9,760 ¥ 3,756 ¥ 2 ¥ 3,758 ¥ 729 ¥ 96 ¥ 825 ¥ (402) ¥ 13,941
   Cash dividends (declared) ─ ─ ─ ─ ─ ─ ─ ─ ─
   Net income ─ ─ ─ ─ ─ 432 432 ─ 432
   Acquisition of treasury stock ─ ─ ─ ─ ─ ─ ─ 0 ─
   Retirement of treasury stock ─ ─ (2) (2) ─ (400) (400) 402 ─
   Net decrease in items other than 
   shareholder's equity ─ ─ ─ ─ ─ ─ ─ ─ ─

   Total increase (decrease) ─ ─ (2) (2) ─ 32 32 402 432
Balance at March 31, 2010 ¥ 9,760 ¥ 3,756 ¥ ─ ¥ 3,756 ¥ 729 ¥ 128 ¥ 857 ¥ ─ ¥ 14,373

Millions of yen
Valuation and translation 

adjustments
Net 

unrealized 
gains 

on other 
securities

Total 
valuation 

and 
translation 

adjustments

Stock 
purchase 
warrants

Total net 
assets

Balance at March 31, 2009 ¥ 178 ¥ 178 ¥ 127 ¥ 14,246
   Cash dividends (declared) ─ ─ ─ ─
   Net income ─ ─ ─ 432
   Acquisition of treasury stock ─ ─ ─ ─
   Retirement of treasury stock ─ ─ ─ ─
   Net decrease in items other than  
   shareholder's equity (173) (173) (127) (300)

   non-shareholders' equity (173) (173) (127) 132
Balance at March 31, 2010 ¥ 5 ¥ 5 ¥ ─ ¥ 14,378

Thousands of U.S. dollars

Capital surplus Retained earnings

Common 
stock

Legal 
capital 
surplus

Other 
capital 
surplus

Total 
capital 
surplus

Legal 
retained 
earnings

Other 
retained 
earnings Total 

retained 
earnings

Treasury 
stock

Total 
shareholder's 

equity
Retained 
earnings
brought 
forward

Balance at March 31, 2009 $ 104,901 $ 40,370 $ 21 $ 40,391 $ 7,835 $ 1,032 $ 8,867 $ (4,321) $ 149,839
   Cash dividends (declared) ─ ─ ─ ─ ─ ─ ─ ─ ─
   Net income ─ ─ ─ ─ ─ 4,643 4,643 ─ 4,643
   Acquisition of treasury stock ─ ─ ─ ─ ─ ─ ─ 0 ─
   Retirement of treasury stock ─ ─ (21) (21) ─ (4,299) (4,299) 4,321 ─
   Net decrease in items other than  
   shareholder's equity ─ ─ ─ ─ ─ ─ ─ ─ ─

   Total increase (decrease) ─ ─ (21) (21) ─ 344 344 4,321 4,643
Balance at March 31, 2010 $ 104,901 $ 40,370 $ ─ $ 40,370 $ 7,835 $ 1,376 $ 9,211 $ ─ $ 154,482

Thousands of U.S. dollars
Valuation and translation 

adjustments
Net 

unrealized 
gains 

on other 
securities

Total 
valuation 

and 
translation 

adjustments

Stock 
purchase 
warrants

Total net 
assets

Balance at March 31, 2009 $ 1,913 $ 1,913 $ 1,365 $ 153,117
   Cash dividends (declared) ─ ─ ─ ─
   Net income ─ ─ ─ 4,643
   Acquisition of treasury stock ─ ─ ─ ─
   Retirement of treasury stock ─ ─ ─ ─
   Net decrease in items other than   
   shareholder's equity (1,859) (1,859) (1,365) (3,224)

   Total increase (decrease) (1,859) (1,859) (1,365) 1,419
Balance at March 31, 2010 $ 54 $ 54 $ ─ $ 154,536
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1. Basis of this presentation of the fi nancial statements 

 The accompanying financial statements of TCM Corporation (the “Company”) have been prepared on the basis 
of accounting principles generally accepted in Japan, which are different in certain respects as to application and 
disclosure of the International Financial Reporting Standards requirements. 

 The accompanying financial statements have been restructured and translated into English from the financial 
statements of the Company prepared in accordance with Japanese GAAP. In addition, for the convenience of readers 
outside Japan, the fi nancial statements, including the notes to the fi nancial statements, contain additional information 
which is not required under accounting principles generally accepted in Japan. Amounts of less than one million yen 
have been rounded off. As a result, the totals shown in the accompanying fi nancial statements in U.S. dollars do not 
necessarily agree with the sum of individual amounts. 

2. U.S dollar amounts 

 The accompanying fi nancial statements are expressed in Japanese yen. Amounts in U.S. dollars are included solely 
for the convenience of readers outside Japan. The rate of ¥93.04 = US$1, the approximate exchange rate prevailing 
at the Tokyo Exchange Market as of March 31, 2010, has been used. The inclusion of such amounts is not intended 
to imply that Japanese yen amounts have been or could be readily converted, realized or settled in U.S. dollars at 
this or any other rate. 

3. Summary of signifi cant accounting policies 

(1) Standards and methods of valuating assets 
A. Securities 

(a) Investments in affi liates are stated at cost, determined using the moving average method. 
(b) Investments in securities with fair values are stated at fair market value based on the quoted market price 

as of the end of the fi scal year. The related valuation differences are directly reported as a component of net 
assets and the cost of securities sold is computed using the moving average method. On the other hand, 
securities without fair market values are stated at cost, determined using the moving average method. 

B. Inventories 
(a) Merchandise and fi nished goods 
 Vehicle are stated either at cost or at the lower of cost or market price, determined by the individual method 

or the moving average method. The amounts shown in the balance sheet is devaluated due to decline in 
profi tability. Parts are stated either at cost or at the lower of cost or market price, determined by the periodic 
average method. The amounts shown in the balance sheet is devaluated due to decline in profi tability.

(b) Work in process 
 Work in process is stated at cost or at the lower of cost or market price, determined by the individual method. 

The amounts shown in the balance sheet is devaluated due to decline in profi tability.
(c) Raw materials and supplies 
 Raw materials and supplies are stated at cost or at the lower of cost or market price, determined by the 

individual method or the periodic average method. The amounts shown in the balance sheet is devaluated 
due to decline in profi tability.

(2) Depreciation and amortization method 
A. Property, plant and equipment (except for leased assets) 
 Property, plant and equipment are depreciated using the declining-balance method, except for buildings (other 

than accompanying facilities) acquired on or after April 1, 1998, which are depreciated using the straight-line 
method. Estimated useful lives of major assets are as follows:

     Buildings and structures: 6-50 years
     Machinery and equipment: 3-15 years 

B. Intangible assets (except for leased assets)
 Intangible assets are amortized using the straight-line method. Software for internal use is amortized over an 

estimated useful life of fi ve years. 

C. Leased assets 
 Finance leases which do not transfer ownership of the leased asset to the lessee are depreciated using the 

straight-line method over the lease terms of the respective assets with no residual value.

Notes to the Financial Statements
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18 TCM CORPORATION

(3) Standards for provisions 
A. Allowance for doubtful accounts 
 An allowance for doubtful accounts is provided for possible losses arising from uncollectible debts. For general 

receivables, the anticipated uncollectible amount is based on the actual default rate. For certain receivables 
where default is a concern, the likelihood of collection is examined individually to determine the anticipated 
uncollectible amount to be recorded. 

B. Allowance for bonuses payable 
 An allowance for bonuses to be paid to employees is provided based on the projected future payment of 

bonuses. 

C. Allowance for employee retirement benefi ts 
 The Company provides an amount for paying retirement benefi ts that is based on the estimated amount of its 

retirement benefi t obligation and pension assets at the end of the fi scal year. The actuarial differences and past 
service liability are amortized using the straight-line method over a certain number of years (10 years) within 
the average length of service remaining at the time the differences and liability are calculated. The former is 
amortized from the year following the fi scal year in which the differences occur. The latter is amortized from the 
year in which the liability occurs. 

D. Allowance for retirement benefi ts for directors and offi cers 
 The Company provides a projected amount of retirement benefi ts to be paid to directors, offi cers and certain 

corporate auditors, at the end of the fi scal year in accordance with its internal regulations. Based on a decision 
made at compensation committee meeting on April 24, 2008, the Company will discontinue the retirement benefi t 
plan for directors, offi cers and certain corporate auditors, but will provide the retirement benefi ts in accordance 
with the effective period of the plan at their retirement. 

(4) Leases 
 Prior to April 1, 2008, the Company accounted fi nance leases which existed at the end of March 31, 2008 and do 

not transfer ownership of the leased property to the lessee as operating leases. On March 30, 2007, the Accounting 
Standards Board of Japan revised ASBJ Statement No. 13, “Accounting Standards for Lease Transactions″ and 
ASBJ Guidance No. 16, “Guidance on Accounting Standards for Lease Transactions.″ 

(5) Signifi cant hedge accounting 
A. Hedging method 
 The “deferral method″ is the principal method applied, in which the Company defers recognition of gains or 

losses until the related losses or gains on the hedged items are accrued. Receivables and payables hedged by 
qualifi ed forward foreign exchange contracts are translated at their corresponding contract rates. The interest 
rate swaps that qualify for hedge accounting and meet specifi c matching criteria are not re-measured at market 
value. 

B. Hedging instruments and hedged items 

Hedging instruments: Forward exchange contracts 
Interest rate swaps

Hedged items: Trade receivables by product export 
Interest on borrowing

C. Hedging policy 
 The Company hedges the risks of fl uctuating exchange and interest rates based on its internal rules and has 

a policy of hedging a certain percentage of accounts receivable from overseas, which is a major source of 
exchange rate fl uctuation risk.

D. Assessment of hedge effectiveness
 Assessment of the effectiveness of hedging activities is performed in accordance with the Company’s risk  

management policy. All gains and losses on hedged instruments are subject to this assessment.
Hedged items which might cause losses due to changes in exchange rates and other factors, but such • 
changes are not reflected in the assessment: The cumulative total of changes in exchange rates which 
occurred on hedged items is compared with that on hedging instruments.
Hedged items with fi xed cash fl ows to avoid cash fl ow changes: The cumulative total of changes in cash fl ow • 
which occurred on hedged items is compared with that on hedging instruments. If any interest swap contract 
meets the conditions of hedged items in terms of amount, currency and period, its judgment replaces the 
assessment of the effectiveness of hedging activities. 

(6) Others 
 Consumption tax
 The fi nancial statements are prepared excluding national and local consumption taxes. 
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4. Notes to the balance sheet 

 A.  Accumulated depreciation of property, plant and equipment 

Millions of yen
Thousands of 
U.S. dollars

2010 2010
¥ 20,660 $ 222,055

 B.  Guarantee obligation Millions of yen
Thousands of 
U.S. dollars

2010 2010
 (a) Debt guarantee .................................................................... ¥ 4,621 $ 49,667
 (b) Letter of awareness.............................................................. 463 4,976
 Subtotal ..................................................................................... 5,084 54,643
 (c) Amounts collateralized against assets ................................. (63) (677)
 Total ........................................................................................... ¥ 5,021 $ 53,966

 C.  Monetary claims and liabilities for affi liated companies Millions of yen
Thousands of 
U.S. dollars

2010 2010
 (a) Short-term monetary claims ................................................. ¥ 16,617 $ 178,601
 (b) Short-term monetary liabilities.............................................. 10,158 109,179

5. Notes to the income statements  

Transactions with affi liated companies

Millions of yen
Thousands of 
U.S. dollars

2010 2010
(1) Sales ................................................................................................... ¥ 34,912 $ 375,236
(2) Purchase amount ................................................................................ 7,124 76,569 
(3) Transactions except for operating transactions................................... 2,815 30,256

6. Notes to the statement of changes in net assets

The types and numbers of shares issued and treasury stock are as follows:  

Thousands of shares

Types of stock Balance at 
March 31, 2009 Increase Decrease Balance at 

March 31, 2010 
Shares issued 
common stock ¥ 106,844 ¥ ─ ¥ 1,547 ¥ 105,298

Treasury stock 
common stock 1,545 2 1,547 ─

Thousands of U.S. dollars

Types of stock Balance at 
March 31, 2009 Increase Decrease Balance at 

March 31, 2010 
Shares issued
Treasury stock $ 1,148,366 $ ─ $ 16,627 $ 1,131,750

Treasury stock 
common stock 16,606 21 16,627 ─

(Note 1) The number of treasury stocks increased by 2,000 due to the acquisition of fractional shares. 
(Note 2) Based on the Board of Directors’ decision as of November 9, 2009, the Company retired its treasury stock in 

accordance with article 178 of the Corporate Law of Japan. 
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7. Notes to tax effect accounting 

 The signifi cant components of deferred tax assets and liabilities as of March 31, 2010 are as follows: 

Millions of yen
Thousands of 
U.S. dollars

2010 2010
Deferred tax assets (current assets):
Allowance for bonuses payable ................................................................ ¥ 202 $ 2,171
Accrued social insurance premium for allowance for bonuses payable ... 35 376
Accrued enterprise tax.............................................................................. 10 107
Others ....................................................................................................... 127 1,365
Subtotal .................................................................................................... 374 4,020
Less: Valuation allowance ........................................................................ (38) (408)
Total deferred tax assets (current assets) ................................................ ¥ 336 $ 3,611

Deferred tax assets (non-current assets):
Allowance for doubtful accounts ............................................................... ¥ 157 $ 1,687
Allowance for employee retirement benefi ts............................................. 950 10,211
Allowance for retirement benefi ts for directors and offi cers...................... 16 172
Others ....................................................................................................... 100 1,075
Loss carry-forward .................................................................................... 2,482 26,677
Subtotal .................................................................................................... 3,705 39,822
Less: Valuation allowance ........................................................................ (3,567) (38,338)
Total deferred tax assets (non-current assets) ......................................... ¥ 138 $ 1,483 

Deferred tax liabilities (non-current liabilities):
Unrealized gains on other securities ........................................................ ¥ 3 $ 32
Subtotal .................................................................................................... 3 32
Total deferred tax liabilities ....................................................................... ¥ 3 $ 32

8. Notes to leased assets (except leased assets presented in the balance sheet)

(1) Acquisition costs, accumulated depreciation and net book values of the leased asset as of March 31, 2010 are as 
follows: 

Millions of yen

Acquisition cost
Accumulated 
depreciation Net book value

Furniture and fi xtures............... ¥ 597 ¥ 354 ¥ 243
Others ...................................... 278 215 63
Total ......................................... ¥ 875 ¥ 569 ¥ 306

Thousands of U.S. dollars

Acquisition cost
Accumulated 
depreciation Net book value

Furniture and fi xtures............... $ 6,417 $ 3,805 $ 2,612
Others ...................................... 2,988 2,311 677
Total ......................................... $ 9,405 $ 6,116 $ 3,289

(2) Outstanding balance of future lease payment as of March 31, 2010 

Millions of yen 
Thousands of 
U.S. dollars

Due within one year ................. ¥ 159 $ 1,709
Due after one year ................... 155 1,666
Total ¥ 314 $ 3,375
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(3) Lease payments, depreciation expenses and interest portion 

Millions of yen 
Thousands of 
U.S. dollars

Lease payments ....................... ¥ 213 $ 2,289
Depreciation expenses ............. 199 2,139
Interest portion.......................... 8 86

(4) The method of assessing the interest portion
 Excess of total lease payments over the assumed acquisition costs is regarded as assumed interest payable and is 

allocated to each period using the interest method. 

9. Notes to transactions with related parties 

(1) Parent company 

Company name Location Common stock  Business
Voting rights 

owned by 
parent company 

(%)
Hitachi 

Construction 
Machinery Co., 

Ltd. 

Bunkyo-ku, 
Tokyo

81,577
(Millions of yen)

Construction 
machinery 
business

100%

Relationship

Transaction 
type

Transaction 
amount 

(Millions of yen)

Transaction 
amount

(Thousands of 
U.S. dollars)

Account
Balance at 
year end 

(Millions of yen)

Balance at 
year end

(Thousands of 
U.S. dollars)

Number 
of person 

concurrently 
serving as 
executive

Business 
relationship

1
Sale and 
purchase of 
the Company’s 
products

Sales of the 
Company’s 
products

¥3,411 $36,662
Notes and 
accounts 
receivable

¥417 $4,482

Payment of 
interest ¥71 $763 Short-term 

borrowings from 
affi liates

¥8,167 $87,779
Repayment of 
borrowings ¥4,355 $46,808

Purchase of raw 
materials ¥1,431 $15,380

Notes and 
accounts 
payable

¥742 $7,975

(Note 1) The transaction amount excludes national and local consumption taxes while the balance of notes and accounts receivable 
and notes and accounts payable include them. 

(Note 2) Pricing and transaction conditions are determined by taking into consideration of the market prices and the Company’s cost of 
goods manufactured. The Hitachi Construction Machinery group’s pooling system provides the Company with cash on a daily basis 
and the transaction amount represents net change of ending balance against beginning balance. The interest rate associated with 
a loan is reasonably determined by considering prevailing market interest rates. No assets are pledged as collateral. 
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(2) Subsidiaries 

Company 
name Location Common stock 

or investments  Business
Voting rights 
owned by the 
Company (%)

TCM Sales 
and Service 

Co., Ltd.
Moriguchi City, 

Osaka
490

(Millions of yen) 

Industrial 
vehicles, 

construction 
vehicles, special 
mobile vehicles, 
parts, services, 
lease and rental

100%

TCM Asia 
Distribution 

Co., Ltd.
Bangkok City, 

Thailand
40 

(Millions of 
Baht)

Industrial vehicles, 
construction 

vehicles, special 
mobile vehicles, 

parts and services

100%

TCM 
AMERICA, 

Inc
South Carolina, 

USA 
15,900

(Thousands of 
U.S. dollars)

Industrial 
vehicles 100% 

TCM (Anhui) 
Machinery 
Co., Ltd.

Anhui, China
228,607 

(Thousands of 
RMB)

Industrial 
vehicles 87.1% 

Relationship

Transaction 
type

Transaction 
amount 

(Millions of yen)

Transaction 
amount

(Thousands of 
U.S. dollars)

Account
Balance 

at year end 
(Millions of yen)

Balance 
at year end

(Thousands of 
U.S. dollars)

Number 
of person 

concurrently 
serving as 
executive

Business 
relationship

6
Sale and 
maintenance service 
of the Company’s 
products

Sale of the 
Company’s 
products

¥16,420 $176,483
Notes and 
accounts 
receivable

¥11,469 $123,270

Interest income ¥24 $258 Short-term 
loans ¥2,633 $28,300

Funding loans ¥432 $4,643

2
Sale of the 
Company’s 
products

Sale of the 
Company’s 
products

¥2,557 $27,483
Notes and 
accounts 
receivable

¥917 $9,856

2
Sale, manufacturing, 
and maintenance 
service of the 
Company’s products

Debt guarantee ¥1,632 $17,541 ─ ─ ─

6
Sale, manufacturing, 
and maintenance 
service of the 
Company’s products

Debt guarantee  ¥2,726 $29,299 ─ ─ ─

(Note 1) The transaction amount excludes national and local consumption taxes while the balance of notes and accounts receivable 
includes them. 

(Note 2) Pricing of products the Company sell to its subsidiaries is determined taking into consideration of prevailing market prices.
(Note 3) Funding loans to TCM Sales and Service Co., Ltd. represents net loans offset by repayments.

(3) Parent company’s subsidiary 

Company 
name Location Common stock Business

Voting rights 
owned by the 
Company (%)

Hitachi 
Capital 

Corporation
Minato-ku, Tokyo 9,983

(Millions of yen) 
Financing 

service 
business

N/A 

Relationship

Transaction type
Transaction 

amount 
(Millions of yen)

Transaction 
amount

(Thousands of 
U.S. dollars)

Account
Balance 

at year end 
(Millions of yen)

Balance 
at year end

(Thousands of 
U.S. dollars)

Number 
of person 

concurrently 
serving as 
executive

Business 
relationship

N/A Factoring 
transactions

Factoring discount 
charge ¥16 $172 Notes and 

accounts 
receivable

─ ─
Factoring of accounts 
receivables ¥3,297 $35,436

Factoring of accounts 
payables ¥7,036 $75,623 Accounts 

payable ¥3,902 $41,939

(Note 1) The transaction amount excludes national and local consumption taxes while the balance of notes and accounts receivable 
and accounts payable include them.

(Note 2) The Company, Hitachi Capital Corporation and third parties make settlement by factoring based upon the contracts regarding 
the policy of transaction conditions associated with the Company’s accounts receivable. 
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10. Notes to fi nancial instruments 

(1) Financial instruments 
 The TCM Group only deals with short-term bank deposits for fund management and raises funds by borrowing from 

fi nancial institutions. The Company reduces the risks associated with collecting trade notes and accounts receivable 
in accordance with the Company’s credit exposure management rules. Investments in securities are listed and are 
stated quarterly at market prices. Short-term loans are mainly used for short-term working capital and long-term 
loans are used for capital investments. The Company enters into interest rate swaps to fix interest rates for the 
purpose of reducing the risks of fl uctuating interest rates on certain long-term loans. The Company also enters into 
a forward exchange contract for the purpose of reducing foreign currency fl uctuation risks in the sphere of ordinary 
operating transactions. 

(2) Fair values of fi nancial instruments 
 The following table provides the carrying amount on the balance sheet, the fair value and the differences between 

them as of March 31, 2010. Note that following table does not include financial instruments whose fair value is 
diffi cult to determine.

Millions of yen 
Amount Fair value Difference

A Notes and accounts receivable ¥ 17,498 ¥ ¥
Allowance for doubtful accounts (11)
Net 17,487 3,591 –

B Investments in securities
    Other securities 19 19 –

C Short-term loans receivable 2,674 2,674 –
D Notes and accounts payable (10,797) (1,118) –
E Short-term loans (9,679) (9,679) –
F Current portion of long-term loans (2,710) (2,710) –
G Current portion of bonds (1,500) (1,500) –
H Short-term borrowings from affi liates (8,167) (8,167) –
I Long-term loans (8,345) (8,451) 106
J Derivative transactions – – –

 Thousands of U.S. dollars
Amount Fair value Difference

A Notes and accounts receivable $ 188,070 $ $
Allowance for doubtful accounts (118)
Net 187,951 38,596 –

B Investments in securities
    Other securities 204 204 –

C Short-term loans receivable 28,740 28,740 –
D Notes and accounts payable (116,047) (12,016) –
E Short-term loans (104,031) (104,031) –
F Current portion of long-term loans (29,127) (29,127) –
G Current portion of bonds (16,122) (16,122) –
H Short-term borrowings from affi liates (87,779) (87,779) –
I Long-term loans (89,693) (90,832) 1,139
J Derivative transactions – – –

(*) Amounts in liability accounts above are presented in parentheses. 
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(Note 1) Investments in securities and derivative transactions and methods of assessing fair values of financial 
instruments 

A. Notes and accounts receivable and short-term loans receivable are stated at net book values since they are 
settled over a short term and their market prices are relatively equivalent to the net book values. 

B.  Investments in securities are stated at the prices prevailing on the stock exchange market. 

C. Notes and accounts payable, short-term loans, current portion of long-term loans, current portion of bonds and 
short-term borrowing from affi liates are stated at net book values since they are settled over a short term and 
their market prices are relatively equivalent to the net book values.

D. Long-term loans  
 The market value of long-term loans is calculated by discounting the total amount of principals and interest with 

interest at the interest rate assumed to be applicable if concluding a new loan with the same amount. The long-
term loan of 8,345 million yen is planned to be repaid within two years. Of that amount, 8,300 million yen long-
term loan with fl oating interest rates is subject to the exceptional accounting treatment for interest rate swaps. 
Therefore, the market value of the 8,300 million yen long-term loan is calculated by discounting the total amount 
of principals and interest processed with the interest rate swap contract at the interest rate reasonably estimated 
if concluding a new loan with the same amount.

E. Derivative transactions 
Millions of yen 

Hedging methods Types of derivative 
transactions Accounts Contracts Fair 

valueDue after one year 

Exceptional method 
<Interest rate swaps>
Pay/fi xed and receive/
fl oating

Long-term loans ¥ 10,850 ¥ 8,300 (*1)

Assigning method
<Forward exchange 
contracts>
Euro

Accounts 
receivables ¥ 63 ¥ ─ (*2)

Thousands of U.S. dollars  

Hedging methods Types of derivative 
transactions Accounts Contracts Fair 

valueDue after one year 

Exceptional method  
<Interest rate swaps>
Pay/fi xed and receive/
fl oating  

Long-term loans $ 116,617 $ 89,209 (*1)

Assigning method
<Forward exchange 
contracts>
Euro

Accounts 
receivables $ 677 $ ─ (*2)

(*1) Derivative transactions subject to the exceptional method of hedge accounting are accounted for long-term loans 
to be hedged. Therefore, their market value is included in the market value amount of the long-term loans. 

(*2) Derivative transactions applicable to the assigning method of hedge accounting are translated at their 
corresponding contract rates and also accounted for accounts receivable to be hedged. Therefore, their fair 
value is included in the fair value amount of the accounts receivable.

(Note 2) Unlisted securities in the amount of 139 million yen in “Investments in securities” are not accounted for 
“investments in securities – other securities ″due to the diffi culty in assessing their future cash fl ows and fair 
value.

(Note 3) Impairment of investments in affi liates 
 The company wrote off the difference between the net book value of 954 million yen in investments in affi liates 

and the remaining residual value of 1 yen due to the liquidation of TCM France S.A.S.(TCMF) as follows:

Millions of yen
Net book value Impairment loss

Investments in affi liates ¥ 954 ¥ 954

 Thousands of U.S. dollars
Net book value Impairment loss

Investments in affi liates $ 10,254 $ 10,254
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11. Per-share information  

Yen U.S. dollars
Net assets ¥ 136.55 $ 1.47
Net income 4.1 0.04

12.  Additional information 

(1) Signifi cant demerger 
 Based on an absorption-type company split agreement, effective as of April 1, 2010, resolved at the meeting of the 

Boards of Directors of the Company and Hitachi Construction Machinery Co., Ltd. held on January 27, 2010, the 
Company decided to demerge its wheel loader and snow remover business to Hitachi Construction Machinery Co., 
Ltd. 

 A. Objective of the demerger 
 The Company decided to demerge its wheel and snow remover business to Hitachi Construction Machinery Co., Ltd. 

to unify the development, production and sales of the business and to strengthen its competitiveness. 

 B. Demerger method 

Demerging equity Successor
the Company Hitachi Construction Machinery 

Co., Ltd. 

 C. Business demerged 
 Business in manufacturing of construction vehicles such as wheel loaders and snow removers

 D. Effective date 
 April 1, 2010 

 E. Assets, liabilities and net assets of the demerged business and the successor company 

As of March 31, 2010 Millions of yen
Business demerged Successor 

Manufacturing of 
construction vehicles

Hitachi Construction 
Machinery Co., Ltd.

Assets ¥ 7,910 ¥ 479,474
Liabilities 7,910 230,109
Net assets ─ 249,365

As of March 31, 20 Thousands of U.S. dollars
Business demerged Successor 

Manufacturing of 
construction vehicles

Hitachi Construction 
Machinery Co., Ltd. 

Assets $ 85,017 $ 5,153,418
Liabilities 85,017 2,473,227
Net assets ─ 2,680,191

(2) Application of new accounting standards 
 From the fiscal year ended March 31, 2010, the Company has applied “Accounting Standards for Financial 

Instruments″(“ASBJ statement No.10”) and “Guidance on Accounting Disclosures about Fair Value of Financial 
Instruments (“ASBJ Guidance No.19″). 
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