








Consolidated Statements of Cash Flows

TSUBAKIMOTO CHAIN CO. and Consolidated Subsidiaries
For the years ended March 31, 2009 and 2008

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2008
Cash flows from operating activities:
Income before income taxes and minority interests ¥ 8,442 ¥18,485 $ 85,942
Adjustments for:
Depreciation and amortization 7,344 7,301 74,767
Loss on impairment of fixed assets 52 — 539
Loss on sales or disposal of property, plant and equipment 129 262 1,317
Gain on sale of investment in an affiliate — (149) —
Loss on valuation of investments in securities 827 — 8,421
Increase in allowance for doubtful accounts 127 142 1,295
(Decrease) increase in accrued retirement benefits to employees (341) 46 (3,472)
Decrease in obligation on transfer to defined contribution pension plans
included in other current liabilities and other long-term liabilities (801) (903) (8,164)
Decrease in trade notes and accounts receivable 11,529 5,185 117,375
Increase in inventories (4,270) (1,398) (43,479)
Decrease in trade notes and accounts payable (8,159) (2,469) (83,068)
Other (1,338) 1,627 (13,624)
Subtotal 13,5641 28,131 137,850
Interest and dividends received 558 525 5,687
Interest paid (748) (975) (7,616)
Income taxes paid (6,087) (6,809) (61,972)
Net cash provided by operating activities 7,263 20,873 73,948
Cash flows from investing activities:
Increase in time deposits (49) (0) (502)
Decrease in time deposits 61 270 621
Purchases of investments in securities (13) (1,174) (134)
Proceeds from sales of investments in securities 1 4 12
Payment for additional purchase of investment in a consolidated subsidiary — (5) —
Payment for investment in non-consolidated affiliate (280) — (2,851)
Proceeds from sale of investment in an affiliate — 218 —
Increase in long-term loans receivable (50) (62) (513)
Collection of long-term loans receivable 73 56 744
Purchases of property, plant and equipment (9,702) (11,342) (98,770)
Proceeds from sales of property, plant and equipment 236 553 2,408
Net cash used in investing activities (9,723) (11,481) (98,986)
Cash flows from financing activities:
Increase in short-term loans, net 1,001 28 10,194
Proceeds from long-term loans 150 500 1,527
Repayment of long-term loans (2,420) (2,995) (24,637)
Redemption for bonds (50) (160) (509)
Repayment of finance lease obligations (19) — (200)
Payments for installment payables (337) (348) (3,439)
Cash dividends paid (1,674) (1,308) (17,047)
Cash dividends paid to minority interests (173) (221) (1,770)
Purchases of treasury stock (24) (1,079) (245)
Proceeds from sales of treasury stock 8 3 81
Net cash used in financing activities (3,540) (5,582) (36,047)
Effect of exchange rate changes on cash and cash equivalents (474) (766) (4,830)
Net (decrease) increase in cash and cash equivalents (6,474) 3,042 (65,914)
Cash and cash equivalents at beginning of the year 17,744 14,618 180,643
Increase in cash and cash equivalents resulting from initial inclusion of
a subsidiary in consolidation — 83 —
Cash and cash equivalents at end of the year ¥11,269 ¥17,744 $114,728

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

TSUBAKIMOTO CHAIN CO. and Consolidated Subsidiaries

1. Basis of Preparation of Consolidated Financial Statements

The accompanying consolidated financial statements of TSUBAKI-
MOTO CHAIN CO. (the "Company") and consolidated subsidiaries
are prepared on the basis of accounting principles generally accepted
in Japan, which are different in certain respects as to the application
and disclosure requirements of International Financial Reporting
Standards, and have been compiled from the consolidated financial
statements prepared by the Company as required by the Financial In-
struments and Exchange Act of Japan. In addition, the notes to the
consolidated financial statements include certain information which
is not required under accounting principles generally accepted in Ja-
pan, but is presented herein as additional information.

In preparing the accompanying consolidated financial statements,
certain reclassifications and rearrangements have been made to the
consolidated financial statements issued domestically in order to pres-
ent them in a format which is more familiar to readers outside Japan.

The translation of yen amounts into U.S. dollar amounts is included
solely for the convenience of readers outside Japan and has been
made at ¥98.23 = U.S.$1.00, the exchange rate prevailing on March
31, 2009. This translation should not be construed as a representa-
tion that yen can be converted into U.S. dollars at the above or any
other rate.

Certain reclassifications of previously reported amounts have
been made to conform the consolidated financial statements for the
year ended March 31, 2008 to the 2009 presentation.

As permitted by the Financial Instruments and Exchange Act of Ja-
pan, amounts of less than one million yen for the years ended March
31, 2009 and 2008 have been omitted. Consequently, the totals shown
in the accompanying consolidated financial statements for the years
ended March 31, 2009 and 2008 (both in yen and U.S. dollars) do not
necessarily agree with the sum of the individual amounts.

2. Summary of Significant Accounting Policies

(a) Principles of consolidation

The accompanying consolidated financial statements include the ac-
counts of the Company and significant subsidiaries which it controls
directly or indirectly. Companies over which the Company exercises
significant influence in terms of their operating and financial policies
have been included in the consolidated financial statements on an
equity basis. All material intercompany balances and transactions
have been eliminated in consolidation.

The assets and liabilities of the consolidated subsidiaries are re-
valued at fair value by the full value method as of their respective
dates of acquisition. Goodwill or negative goodwill arising from the
difference between the cost of investments in such subsidiaries and
the equity in their net assets at their respective dates of acquisition
is amortized over a period of five years on a straight-line basis.

The balance sheet dates of certain consolidated subsidiaries
are December 31 and January 31. Any significant differences in their
intercompany accounts and transactions arising from intervening
intercompany transactions during the periods from January 1 through
March 31 and February 1 through March 31 have been adjusted,
if necessary.

The number of consolidated subsidiaries and affiliates accounted
for by the equity method for the years ended March 31, 2009 and
2008 is summarized below:

l:l:z- 2008

Domestic subsidiaries 11 11
Overseas subsidiaries 13 13
Overseas affiliates 2 2

(b) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, deposits with
banks withdrawable on demand, and short-term investments which
are readily convertible to cash subject to an insignificant risk of any
change in their value and which were purchased with an original ma-
turity of three months or less.

(c) Allowance for doubtful accounts

The Company and its consolidated subsidiaries provide an allowance
for doubtful accounts at an amount calculated based on their histori-
cal experience of bad debts on ordinary receivables plus an additional
estimate of probable specific bad debts from customers experienc-
ing financial difficulties.

(d) Investments in securities
Securities are classified into three categories: trading securities, held-
to-maturity debt securities or other securities. Trading securities,
consisting of debt and marketable equity securities, are stated at fair
value. Gain and loss, both realized and unrealized, are credited or
charged to income. Held-to-maturity debt securities are stated at their
amortized cost. Marketable securities classified as other securities are
carried at fair value with any changes in unrealized holding gain or loss,
net of the applicable income taxes, reported as a separate component
of net assets. Non-marketable securities classified as other securities
are carried at cost determined by the moving-average method.

All securities held by the Company and its consolidated subsidiar-
ies are classified as “other securities” and have been accounted for
as outlined above.

(e) Derivatives
Derivatives are stated at fair value.

Gain or loss on derivatives designated as hedging instruments is
deferred until the loss or gain on the underlying hedged items is rec-
ognized. Interest-rate swaps which meet certain conditions are
accounted for as if the interest rates applied to the interest-rate
swaps had originally applied to the underlying debt. Receivables and
payables hedged by forward foreign exchange contracts which meet
certain conditions are translated at the corresponding contract rates.

(f) Inventories

Inventories are mainly stated at the lower of cost or net selling value,
cost being determined by the first-in, first-out method, the individual
identification method or the moving average method, except for
goods held by certain overseas subsidiaries which are valued at the
lower of cost or market.

(g) Property, plant and equipment (excluding leased assets)
Property, plant and equipment are stated at cost. Depreciation is cal-
culated by the declining-balance method over the estimated useful
lives of the respective assets, except for the depreciation of buildings
(other than structures attached to the buildings). Depreciation of
buildings is calculated by the straight-line method.

The principal estimated useful lives are summarized as follows:

Buildings and structures
Machinery, equipment and vehicles

3 to 50 years
4 to 13 years
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Supplementary information

Effective the year ended March 31, 2009, the Company and its do-
mestic consolidated subsidiaries have changed their useful lives for
depreciation of tangible fixed assets, primarily machinery and equip-
ment. This change was made based on an amendment to the
Corporation Tax Law. As a result of this change, operating income
and income before income taxes and minority interests increased by
¥425 million ($4,327 thousand) for the year ended March 31, 2009
from the corresponding amounts which would have been recorded
under the previous useful lives. The impact on segment information
is outlined in Note 18.

Effective the year ended March 31, 2008, depreciation expense
for property, plant and equipment acquired on or before March 31,
2007 is computed based on the salvage value of 5% of acquisition
cost, and the amount between the salvage value (5% of acquisition
cost) and memorandum value is depreciated from the year following
the year in which the book value of an asset reaches 5% of its acqui-
sition cost by the straight-line method over a period of 5 years. This
change was made based on an amendment to the Corporation Tax
Law. As a result of this change, operating income and income before
income taxes and minority interests decreased by ¥323 million and
¥334 million, respectively, for the year ended March 31, 2008 from
the corresponding amounts which would have been recorded under
the method applied in the previous year. The impact on segment in-
formation is outlined in Note 18.

(h) Leases

For lease transactions involving the transfer of ownership, leased as-
sets are depreciated by the same depreciation method applied to
fixed assets owned by the lessee.

For lease transactions not involving the transfer of ownership,
leased assets are depreciated over their useful lives using the
straight-line method with a residual value of zero.

The Company and its domestic consolidated subsidiaries continue
to account for finance lease transactions not involving the transfer of
ownership that commenced prior to April 1, 2008 as operating leases.

(i) Income taxes

Deferred income taxes have been recognized with respect to the dif-
ferences between financial reporting and the tax bases of the assets
and liabilities. Deferred taxes are measured at the rates which are
expected to apply to the period when each asset or liability is realized
based on the tax rates which have been enacted as of the balance
sheet date or are subsequently enacted.

(j) Accrued bonuses to employees

Accrued bonuses to employees are provided based on the estimated
amount of bonuses to be paid to employees which are charged to in-
come in the current year.

(k) Accrued retirement benefits to employees

Accrued retirement benefits to employees are provided at the retire-
ment benefit obligation less the fair value of the pension plan assets,
as adjusted for net unrecognized actuarial gain or loss. The retire-
ment benefit obligation is attributed to each period by the straight-line
method over the estimated remaining years of service of the eligible
employees.

Prior service cost is credited or charged to income in the year in
which the gain or loss is recognized.

Actuarial gain or loss is amortized commencing the year following
the year in which the gain or loss is recognized by the straight-line
method over a period which is shorter than the average estimated
remaining years of service of the eligible employees (10 years).

(I) Accrued retirement benefits to directors and corporate
auditors

Directors and corporate auditors of domestic consolidated subsidiar-

ies are entitled to lump-sum payments under unfunded retirement

benefit plans. The provision for retirement benefits to directors and

corporate auditors has been made at an estimated amount based on

the internal rules.

Supplementary information

Up until the date of the annual shareholder meeting of the Company
held on June 27, 2008, the Company had retirement benefit plans for
payments to directors and corporate auditors (collectively “officers”)
which were stated at 100% of the estimated amount calculated in
accordance with the Company's internal rules. However, the Compa-
ny abolished the retirement benefit plans for these officers at the
annual general meeting referred to above. As a result, the outstand-
ing balance of accrued retirement benefits to officers in the amount
of ¥274 million at June 27, 2008 has been reclassified as “Other
long-term liabilities” in the accompanying consolidated balance sheet
at March 31, 2009.

(m) Revenue recognition

The Company and its consolidated subsidiaries recognize revenue
from, and the related costs of, long-term construction contracts by
applying the completed-contract method, except for certain overseas
subsidiaries in the Materials handling systems business to which the
percentage-of-completion method is applied.

(n) Research and development costs and computer software
Research and development costs are charged to income when
incurred.

Expenditures relating to computer software developed for internal
use are charged to income when incurred, except if the software
is expected to contribute to the generation of future income or
cost savings. Such expenditures are capitalized as assets and are
amortized by the straight-line method over their estimated useful
lives (b years).

(o) Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are
translated into yen at the rates of exchange in effect at the balance
sheet date. Revenues and expenses are translated at the rates of ex-
change prevailing when the transactions were made.

The assets, liabilities and minority interests of overseas subsidiar-
ies and affiliates are translated into yen at the exchange rates in
effect at the balance sheet date, and the components of net assets
excluding minority interests are translated at their respective histori-
cal rates. Revenues and expenses are translated at the average rates
of exchange for the respective years. Differences arising from trans-
lation are reflected in net assets (presented as “Translation
adjustments” and “Minority interests”) in the accompanying consoli-
dated balance sheets.

(p) Distribution of retained earnings

Under the Corporation Law of Japan (the “Law"), the distribution of
retained earnings with respect to a given financial period is made by
resolution of the shareholders at a general meeting held subsequent
to the close of the financial period and the accounts for that period do
not, therefore, reflect such distributions. (Refer to Note 19.)




3. Changes in Method of Accounting Policies

(a) Application of Accounting Standard for Measurement of Inventories
Effective the year ended March 31, 2009, the Company and its do-
mestic consolidated subsidiaries adopted the “Accounting Standard
for Measurement of Inventories” (Accounting Standards Board of Ja-
pan (“ASBJ") Statement No.9 issued on July 5, 2006). This standard
requires that inventories held for sale in the ordinary course of busi-
ness be measured at the lower of cost or net selling value, which is
defined as the selling price less additional estimated manufacturing
costs and estimated direct selling expenses. The replacement cost
may be used in place of the net selling value, if appropriate. As a re-
sult of application of this standard, operating income and income
before income taxes and minority interests decreased by ¥427 mil-
lion ($4,350 thousand) for the year ended March 31, 2009 from the
corresponding amounts which would have been recorded under the
method applied in the previous year. The impact on segment infor-
mation is outlined in Note 18.

(b) Accounting policies applied to overseas consolidated subsidiaries
Effective the year ended March 31, 2009, “Practical Solution on Unifi-
cation of Accounting Policies Applied to Foreign Subsidiaries for
Consolidated Financial Statements” (ASBJ Practical Issues Task Force
No.18, May 17, 2006), has been applied by the Company and its over-
seas subsidiaries. The impact of this change on operating income and
income before income taxes and minority interests was immaterial.

(c) Application of Accounting Standards for Lease Transactions
Up to April 1, 2008, finance lease transactions not involving the
transfer of ownership were accounted for in a manner similar to the
accounting treatment for operating lease transactions. However, ef-
fective the year ended March 31, 2009, the Company and its domestic

consolidated subsidiaries have adopted “Accounting Standard for
Lease Transactions” (Accounting Standards Board of Japan State-
ment No.13 originally issued by the First Committee of the Business
Accounting Council on June 17, 1993 and revised on March 30, 2007)
and "“Guidance on Accounting Standard for Lease Transactions” (Ac-
counting Standards Board of Japan Guidance No.16 originally issued
by the Accounting System Committee of the Japanese Institute of
Certified Public Accountants on January 18, 1994 and revised on
March 30, 2007). Such transactions are accounted for as ordinary
sale and purchase transactions.

The Company and its domestic consolidated subsidiaries continue
to account for finance lease transactions not involving the transfer of
ownership that were entered into prior to April 1, 2008 as operating
lease transactions.

The impact of this change on operating income and income before
income taxes and minority interests for the year ended March 31,
2009 was immaterial.

(d) Method of depreciation applicable to tangible fixed assets
acquired on or after April 1, 2007

Effective the year ended March 31, 2008, the Company and its do-
mestic consolidated subsidiaries have changed their method of
accounting for depreciation of property, plant and equipment acquired
on or after April 1, 2007. This change was made based on an amend-
ment to the Corporation Tax Law. As a result of this change, operating
income and income before income taxes and minority interests de-
creased by ¥222 million and ¥227 million, respectively, for the year
ended March 31, 2008 from the corresponding amounts which would
have been recorded under the method applied in the previous year.
The impact on segment information is outlined in Note 18.

4. Investments in Securities

(a) Investments in securities with determinable market value classified as other securities at March 31, 2009 and 2008 are summarized as

follows:

Millions of Yen

Thousands of U.S. Dollars

Acquisition Carrying Unrealized Acquisition Carrying Unrealized Acquisition Carrying Unrealized
costs value gain (loss) costs value gain (loss) costs value gain (loss)
Securities whose carrying value
exceeds their acquisition costs:
Equity securities ¥5,297 ¥ 9,874 ¥4,577 ¥6,672 ¥19,034 ¥12,361 $53,928 $100,526  $46,597
Other — — — 29 31 2 — — —
Subtotal 5,297 9,874 4,577 6,701 19,065 12,364 53,928 100,526 46,597
Securities whose carrying
value does not exceed their
acquisition costs:
Equity securities 942 865 (76) 382 209 (173) 9,596 8,812 (783)
Other 49 43 (5) 19 18 (1) 498 439 (59)
Subtotal 991 908 (82) 402 228 (174) 10,095 9,252 (842)
Total ¥6,289 ¥10,783 ¥4,494 ¥7,103 ¥19,294 ¥12,190 $64,023 $109,778  $45,754

The Company recorded a loss on impairment of marketable other securities of ¥827 million ($8,421 thousand) for the year ended March 31, 2009.

(b) Sales of other securities for the years ended March 31, 2009 and 2008 are summarized as follows:

Sales
Gross realized gain

Thousands of

Millions of Yen U.S. Dollars
¥1 ¥4 $12
0 1 b
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The carrying value of securities without determinable market value at March 31, 2009 and 2008 is summarized as follows:

Thousands of

Millions of Yen U.S. Dollars
Other securities:
Unlisted equity securities ¥374 ¥376 $3,807

5. Inventories

Inventories at March 31, 2009 and 2008 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
Finished goods ¥12,548 ¥11,582 $127,744
Raw materials 4,190 3,524 42,657
Work in process 10,543 9,355 107,332
Supplies 742 756 7,554

¥28,023 ¥25,218 $285,289

6. Short-Term Loans and Long-Term Debt

Short-term loans consisted principally of loans from banks and insurance companies at a weighted average interest rate of 1.4% at March 31,
2009 and 2008.
Long-term debt at March 31, 2009 and 2008 consisted of the following:

Thousands of
Millions of Yen U.S. Dollars

Loans, principally from banks and insurance companies,
due through 2014 at an average annual interest rate of 2.1%:

Secured ¥ 4,779 ¥ 6,947 $ 48,659
Unsecured 16,902 17,055 172,070
0.41% secured bonds due 2008 — 10 —
0.88% secured bonds due 2009 10 30 101
0.56% secured bonds due 2010 30 50 305
0.83% unsecured bonds due 2010 7,000 7,000 71,261
Lease obligations 140 — 1,433
28,863 31,093 293,832
Less current portion 8,572 2,460 87,271
Total ¥20,290 ¥28,633 $206,560
Other interest-bearing liabilities included in other current liabilities The aggregate annual maturities of other interest-bearing liabilities
and other long-term liabilities represented installment payables at av- subsequent to March 31, 2009 are summarized as follows:
erage annual interest rates for the years ended March 31, 2009 and
2008 of 3.3% and 3.2%, reSpe(_:t_lvely' Year ending March 31, Millions of Yen TS.OSU.SSZﬁngf
The aggregate annual maturities of long-term debt subsequent to
March 31, 2009 are summarized as follows: 2010 ¥323 $3,288
2011 333 3,395
Thousands of 2012 174 1,776
Year ending March 31, Millions of Yen U.S. Dollars Total ¥831 $8,461
2009 ¥ 8,672 $ 87,271
2010 9,236 94,026
2011 7,158 72,877
2012 667 6,794
2013 3,206 32,641
2014 and thereafter 21 220

Total ¥28,863 $293,832




Assets pledged as collateral for short-term bank loans of ¥158
million ($1,608 thousand), the current portion of long-term debt of
¥4,626 million ($47,096 thousand), the current portion of secured
bonds of ¥30 million ($305 thousand) and long-term debt of ¥163 mil-
lion ($1,663 thousand) at March 31, 2009 were composed of the
following:

Thousands of
Millions of Yen U.S. Dollars

2009 2009

Land ¥30,393 $309,412
Buildings and structures 14,786 150,526
Machinery, equipment and vehicles 10,728 109,221
Tools, furniture and fixtures 826 8,410
Construction in progress 75 764
Time deposits 20 203
Investments in securities 53 549
Other assets 1 19

¥56,885 $579,108

The Company has concluded line-of-credit agreements with cer-
tain banks to achieve efficient financing. The status of these lines of
credit at March 31, 2009 and 2008 was as follows:

Thousands of

Millions of Yen U.S. Dollars
Lines of credit ¥15,000 ¥15,000 $152,702
Credit utilized 2,000 2,000 20,360
Available credit ¥13,000 ¥13,000 $132,342

7. Income Taxes

Income taxes applicable to the Company and its consolidated subsidiaries comprise corporation, inhabitants’ and enterprise taxes which, in the
aggregate, resulted in a statutory tax rate of approximately 40.6% for the years ended March 31, 2009 and 2008.
A reconciliation of the statutory and effective tax rates for the years ended March 31, 2009 and 2008 is summarized as follows:

E::. 2008

Statutory tax rate 40.6% 40.6%
Permanent differences such as entertainment expenses 0.9 0.6
Per capita portion of inhabitants’ taxes 0.7 0.3
Equity in earnings of affiliates (0.2) (0.2)
Permanently non-taxable dividends received (0.8) (0.4)
Tax credits such as research and development costs and other (0.8) (0.5)
Effect of change in tax regulations related to dividends from overseas subsidiaries (18.7) —
Other (3.4) (1.9)
Effective tax rates 18.3% 38.5%

The significant components of deferred tax assets and liabilities of the Company and its consolidated subsidiaries at March 31, 2009 and

2008 are summarized as follows:

Thousands of

Millions of Yen U.S. Dollars
2008
Deferred tax assets:
Accrued retirement benefits ¥3,975 ¥ 4,010 $ 40,470
Obligation on transfer to defined contribution pension plans 866 1,192 8,823
Accrued bonuses 883 1,111 8,991
Unrealized gain and losses on inventories 528 578 5,376
Accrued enterprise taxes 7 222 73
Other 2,006 1,615 20,424
Gross deferred tax assets 8,266 8,731 84,159
Less: valuation allowance (966) (665) (9,841)
Total deferred tax assets 7,300 8,066 74,317
Deferred tax liabilities:
Deferred gain on replacement of property (5,389) (5,376) (54,870)
Undistributed earnings of overseas subsidiaries (662) (2,347) (6,740)
Net unrealized gain on revaluation of assets and liabilities of subsidiaries (734) (756) (7,478)
Unrealized holding gain on securities (1,680) (4,823) (17,104)
Other (1,115) (1,341) (11,360)
Total deferred tax liabilities (9,582) (14,646) (97,556)
Net deferred tax liabilities ¥(2,282) ¥ (6,579) $(23,238)

43




4

8. Retirement Benefits

The Company and its domestic consolidated subsidiaries have defined benefit pension plans, i.e., lump-sum payment plans, defined contribu-
tion pension plans and advance payment schemes for retirement benefits. In addition to the retirement benefit plans described above, the
Company and its domestic subsidiaries pay additional retirement benefits under certain conditions. Certain overseas subsidiaries also have de-

fined benefit pension plans.

The following table sets forth the funded and accrued status of
the plans and the amounts recognized in the accompanying consoli-
dated balance sheets at March 31, 2009 and 2008 for the Company's
and the consolidated subsidiaries’ defined benefit pension plans:

The components of retirement benefit expenses for the years
ended March 31, 2009 and 2008 are outlined as follows:

Thousands of

Millions of Yen U.S. Dollars
Thousands of 2008
Millions of Yen U.S. Dollars Service cost ¥ 716 ¥ 741 $ 7,298
2008 Interest cost 224 233 2,284
Retirement benefit obligation ~ ¥(13,065) ¥(13,214) $(133,009) Expected return on plan assets (32) (55) (329)
Plan assets at fair value 1,190 1,756 12,123 Gain on amendments to
Unfunded retirement retirement benefit plans, net — (113) —
benefit obligation (11,874) (11,458) (120,885) Contributions to defined
Unrecognized actuarial loss 1,814 1,297 18,474 contribution pension plans 510 511 5,198
Net retirement benefit Amortization of unrecognized
obligation (10,059) (10,160) (102,410) actuarial loss 209 228 2,136
Prepaid pension cost — 6 — Amortization of prior
Accrued retirement benefits ¥ (10,059) ¥(10,167) $(102,410) service cost — 117 —
Retirement benefit expenses  ¥1,629 ¥1,662 $16,589

As permitted under the accounting standard for retirement bene-
fits, certain domestic subsidiaries calculate their retirement benefit
obligation for their employees by simplified methods.

Certain overseas consolidated subsidiaries amended a portion of
their defined benefit pension plans and adopted a defined contribu-
tion pension planatJanuary 1, 2008. The effects of these amendments
on the retirement benefit plans as of March 31, 2008 are summarized
as follows:

Millions of Yen

2008

Decrease in retirement benefit obligation ¥113

Decrease in plan assets —
Gain on amendments to

retirement benefit plans, net ¥113

The assumptions used in accounting for the defined benefit pension
plans for the years ended March 31, 2009 and 2008 were as follows:

‘:I:E- 2008

Principally 2.0%  Principally 2.0%

Discount rate
Expected rate of return on
plan assets

Principally 2.5%  Principally 2.5%

9. Contingent Liabilities

At March 31, 2009, the Company and its consolidated subsidiaries were contingently liable for the following items:

Thousands of
Millions of Yen U.S. Dollars

Notes receivable discounted ¥ 94 $ 960
Guarantees of home mortgage loans by employees 213 2,178
Guarantees of loans made by affiliates 69 704
Total ¥377 $3,843

10. Net Unrealized Loss on Land Revaluation

Effective March 31, 2001, the Company revalued its land held for
business use in accordance with the “Law on Land Revaluation.”
Differences on land revaluation have been accounted for as “Net un-
realized loss on land revaluation” under net assets at the net amount
of the relevant tax effect. The method followed in determining the

land revaluation was in accordance with the “Enforcement Act Con-
cerning Land Revaluation.” The carrying value of this land exceeded
its corresponding fair value by ¥9,000 million ($91,621 thousand) and
¥9,500 million at March 31, 2009 and 2008, respectively.




11. Shareholders’ Equity

The Law provides that an amount equal to 10% of the amount to be
disbursed as distributions of capital surplus (other than the capital re-
serve) and retained earnings (other than the legal reserve) be
transferred to the capital reserve and the legal reserve, respectively,
until the sum of the capital reserve and the legal reserve equals 25%

of the capital stock account. Such distributions can be made at any
time by resolution of the shareholders or by the Board of Directors if
certain conditions are met. The Company's legal reserve amounted
to ¥3,376 million ($34,376 thousand) at March 31, 2009 and 2008.

12. Notes to the Consolidated Statements of Changes in Net Assets

(a) Type and number of issued shares of common stock and treasury stock
Movements in issued shares of common stock and treasury stock during the years ended March 31, 2009 and 2008 are summarized as follows:

Issued shares of common stock
Treasury stock

Number of Shares

2009
March 31, 2008 Increase Decrease March 31, 2009
191,406,969 — — 191,406,969
5,329,914 57,092 23,523 5,363,483

Notes: 1. Increase in the number of shares of treasury stock was due to purchases of fractional shares of less than one unit.
2. Decrease in the number of shares of treasury stock was due to sales of fractional shares of less than one unit.

Issued shares of common stock
Treasury stock

Number of Shares

2008
March 31, 2007 Increase Decrease March 31, 2008
191,406,969 — — 191,406,969
3,914,760 1,420,497 5,343 5,329,914

Notes: 1. Increase in the number of shares of treasury stock was due to repurchases of stock in accordance with a corporate resolution (1,361,000) and purchases of fractional shares of

less than one unit (569,497).

2. Decrease in the number of shares of treasury stock was due to sales of fractional shares of less than one unit.

(b) Matters related to dividends

. Pursuant to a resolution approved at the annual general sharehold-
ers’ meeting held on June 27, 2008, the Company paid the
following cash dividends on June 30, 2008 to shareholders of com-
mon stock of record at March 31, 2008:

—_

2. Pursuant to a resolution approved at a meeting of the Board of Di-
rectors held on November 10, 2008, the Company paid the
following cash dividends on December 10, 2008 to shareholders
of common stock of record at September 30, 2008:

March 31, 2008

Cash dividends ¥930 million

September 30, 2008

Cash dividends ¥744 million

13. Research and Development Costs

Research and development costs included in manufacturing costs, and selling, general and administrative expenses for the years ended March
31, 2009 and 2008 amounted to ¥3,847 million ($39,163 thousand) and ¥3,681 million, respectively.

14. Loss on Impairment of Fixed Assets

The Company and its consolidated subsidiaries group their fixed as-
sets relating to power transmission products, materials handling
systems and other businesses primarily at each business which man-
ages receipts and payments separately. They also group their fixed
assets which they have determined to dispose of and idle assets pri-
marily at each asset.

A certain domestic consolidated subsidiary wrote down the fol-
lowing item to its respective recoverable amount which had been
used for employee training but deemed as an idle property as it was
no longer being utilized and recorded the related loss on impairment
of fixed assets of ¥52 million ($539 thousand) in the consolidated
statement of income for the year ended March 31, 2009.

Location
Kadoma City, Osaka Prefecture

Classification
Land

Thousands of

Millions of Yen U.S. Dollars

Use 2009 2009

|dle property ¥52

$539

The carrying amount of the above fixed asset was written down to its respective recoverable amount and was measured using its respective
net selling price principally based on valuations by third-party appraisals.
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The following pro forma amounts represent the acquisition cost, ac-
cumulated depreciation and net book value of the leased assets as of
March 31, 2009 and 2008, which would have been reflected in the
accompanying consolidated balance sheets if finance leases other

than those which transfer the ownership of the leased assets to the
Company and its domestic consolidated subsidiaries that started on
or before March 31, 2008 (currently accounted for as operating leases)
had been capitalized:

Millions of Yen

2009
Acquisition cost  Accumulated depreciation  Net book value
Machinery, equipment and vehicles ¥ 275 ¥162 ¥112
Tools, furniture and fixtures 586 325 261
Other assets 253 129 124
Total ¥1,115 ¥616 ¥498

Millions of Yen

2008
Acquisition cost  Accumulated depreciation  Net book value
Machinery, equipment and vehicles ¥ 318 ¥151 ¥166
Tools, furniture and fixtures 748 356 392
Other assets 433 239 193
Total ¥1,500 ¥747 ¥752

Thousands of U.S. Dollars

2009
Acquisition cost  Accumulated depreciation  Net book value
Machinery, equipment and vehicles $ 2,802 $1,656 $1,146
Tools, furniture and fixtures 5,968 3,309 2,659
Other assets 2,584 1,314 1,270
Total $11,356 $6,280 $5,076

Lease payments relating to finance leases accounted for as oper-
ating leases in the accompanying consolidated financial statements
amounted to ¥255 million ($2,601 thousand) and ¥311 million for the
years ended March 31, 2009 and 2008, respectively. Depreciation of
the leased assets computed by the straight-line method over the re-
spective lease terms amounted to ¥255 million ($2,601 thousand)
and ¥311 million for the years ended March 31, 2009 and 2008,
respectively.

Future minimum lease payments (including the interest portion
thereon) subsequent to March 31, 2009 under finance leases, other
than those which transfer the ownership of the leased assets to the
Company and its domestic consolidated subsidiaries, that started on
or before March 31, 2008 are summarized as follows:

Thousands of

Year ending March 31, Millions of Yen U.S. Dollars
2009 ¥200 $2,040
2010 and thereafter 298 3,035

¥498 $5,076

The acquisition cost and future minimum lease payments under
finance leases presented in the above tables include the imputed in-
terest expense.

Future minimum lease payments subsequent to March 31, 2009
for non-cancelable operating leases are summarized as follows:

Thousands of

Year ending March 31, Millions of Yen U.S. Dollars
2009 ¥102 $1,048
2010 and thereafter 157 1,607

¥260 $2,655




16. Derivatives

The Company and certain consolidated subsidiaries utilize derivative
financial instruments to reduce foreign exchange rate and interest-
rate risk. The Company and certain consolidated subsidiaries utilize
forward foreign exchange contracts to ensure stable profit by hedg-
ing the risk of exchange rate fluctuation which impacts their assets
and liabilities denominated in foreign currencies. In addition, the
Company and certain consolidated subsidiaries utilize interest-rate
swaps to hedge the effect of any fluctuation in interest rates on their
borrowings. The Company and these consolidated subsidiaries do
not enter into derivatives contracts for speculative trading purposes.

The Company and certain consolidated subsidiaries are exposed
to certain market risk arising from their forward foreign exchange

contracts and interest-rate swap agreements. They are also exposed
to the risk of credit loss in the event of nonperformance by the coun-
terparties with respect to such forward foreign exchange contracts
and interest-rate swap agreements; however, they do not anticipate
nonperformance by any of the counterparties, all of whom are finan-
cial institutions with high credit ratings.

Each business department determines the appropriate amount of
forward foreign exchange contracts within predetermined limits and
the financial section of each department executes and manages
these positions. In addition, the Finance Department of the Company
enters into and manages interest-rate swap positions as an integral
part of the process of entering into loan agreements.

The notional amounts of forward foreign exchange contracts and interest-rate swap agreements, the estimated fair value of the outstanding
derivatives positions and unrealized gain or loss at March 31, 2009 and 2008 are summarized as follows:

Millions of Yen

Notional Estimated Unrealized
amount fair value gain (loss)
Forward foreign exchange contracts:
Sell:
U.S. dollars ¥1,911 ¥1,800 ¥111
Euros 628 578 49
Canadian dollars 151 120 31
Australian dollars 93 103 (10)
Pounds sterling — — —
Buy:
Japanese yen 217 209 (7)
U.S. dollars 6 6 (0)
Canadian dollars 7 7 (0)
Interest-rate swap agreements:
Floating paid/fixed received 150 (3) (3)
Total ¥169

Thousands of U.S. Dollars

2008 2009

Notional Estimated Unrealized Notional Estimated Unrealized
amount fair value gain (loss) amount fair value gain (loss)
¥3,667 ¥3,397 ¥269 $19,459 $18,324 $1,135
666 694 (27) 6,394 5,890 503
205 198 6 1,541 1,222 319
113 108 4 948 1,051 (102)

— — — 2,215 2,137 (78)

479 484 5 63 62 (1)

— — — 78 71 (6)

150 (4) (4) 1,527 (39) (39)
¥253 $1,729

Notes: 1. Estimated fair value is based on the prices quoted by various financial institutions.

2. Derivatives positions to which hedge accounting has been applied have been excluded from the above table.

17. Amounts per Share

Amounts per share at March 31, 2009 and 2008 and for the years
then ended were as follows:

Information used in the calculation of basic net income per share
is summarized as follows:

Yen U.S. Dollars
2008
Net assets ¥421.53 ¥438.56 $4.29
Net income 33.26 55.70 0.34
Cash dividends 8.00 8.00 0.08

The amounts per share of net assets are computed based on the
number of shares of common stock outstanding at each year end.

Net income per share is computed based on the net income avail-
able for distribution to shareholders of common stock and the
weighted-average number of shares of common stock outstanding
during the year.

Cash dividends per share represent the cash dividends proposed
by the Board of Directors as applicable to the respective years to-
gether with the interim cash dividends paid.

Diluted net income per share for the years ended March 31, 2009
and 2008 has not been presented because no potentially dilutive
shares of common stock were outstanding.

Thousands of

Millions of Yen U.S. Dollars
2008

Net income ¥6,188 ¥10,371 $62,996
Net income not available for

distribution to shareholders

of common stock — — —
Net income on which basic

net income per share is

calculated ¥6,188 ¥10,371 $62,996

Thousands of Shares

Weighted-average number of shares
of common stock on which net
income per share is calculated 186,058 186,208

47




18. Segment Information

The Company and its consolidated subsidiaries are primarily engaged in the manufacture and sale of power transmission products and materi-
als handling systems. The Company and its consolidated subsidiaries also engage in certain other activities such as building maintenance,
insurance brokerage, sales of health care equipment, and so forth.

Business Segments
The business segments of the Company and its consolidated subsidiaries for the years ended March 31, 2009 and 2008 are outlined as follows:

Millions of Yen

2009

Power Materials Eliminations
transmission handling and general
products systems Other Total corporate assets ~ Consolidated
|. Sales and operating income
Sales to third parties ¥113,286 ¥27,695 ¥ 53b ¥141,517 ¥ — ¥141,517
Intragroup sales and transfers 1,715 68 1,600 3,384 (3,384) —
Net sales 115,001 27,764 2,135 144,901 (3,384) 141,517
Operating expenses 103,830 26,026 1,925 131,783 638 132,421
Operating income ¥ 11,171 ¥ 1,737 ¥ 209 ¥ 13,118 ¥ (4,022) ¥ 9,095
II. Total assets, depreciation and amortization
and capital expenditures
Total assets ¥117,670 ¥22,536 ¥2,755 ¥142,962 ¥35,492 ¥178,455
Depreciation and amortization 6,560 237 4 6,802 541 7,344
Loss on impairment of fixed assets — — 52 52 — 52
Capital expenditures 9,105 304 0 9,410 631 10,041

Millions of Yen

2008
Power Materials Eliminations
transmission handling and general
products systems Other Total corporate assets  Consolidated
|. Sales and operating income
Sales to third parties ¥133,565 ¥33,078 ¥ 559 ¥167,202 ¥ — ¥167,202
Intragroup sales and transfers 1,660 18 1,788 3,468 (3,468) —
Net sales 135,225 33,097 2,348 170,671 (3,468) 167,202
Operating expenses 115,796 29,146 2,107 147,050 347 147,397
Operating income ¥ 19,429 ¥ 3,950 ¥ 240 ¥ 23,621 ¥ (3,815) ¥ 19,805
[I. Total assets, depreciation and
amortization, loss on impairment of fixed assets
and capital expenditures
Total assets ¥129,010 ¥24,027 ¥2,930 ¥155,969 ¥46,347 ¥202,316
Depreciation and amortization 6,584 193 6 6,784 517 7,301
Capital expenditures 9,457 279 6 9,743 481 10,225
Thousands of U.S. Dollars
2009
Power Materials Eliminations
transmission handling and general
products systems Other Total corporate assets  Consolidated
|. Sales and operating income
Sales to third parties $1,153,278 $281,949 $ 5,447  $1,440,674 $ = $1,440,674
Intragroup sales and transfers 17,463 694 16,294 34,453 (34,453) —
Net sales 1,170,741 282,643 21,742 1,475,127 (34,453) 1,440,674
Operating expenses 1,057,018 264,954 19,606 1,341,579 6,499 1,348,078
Operating income $ 113,723 $ 17,688 $2135 $ 133548 $(40,952) $ 92,595
II. Total assets, depreciation and amortization
and capital expenditures
Total assets $1,197,907 $229,425 $28,053  $1,455,386 $361,319 $1,816,706
Depreciation and amortization 66,783 2,418 48 69,251 5,516 74,767
Loss on impairment of fixed assets — — 539 539 = 539

Capital expenditures 92,694 3,100 2 95,798 6,426 102,224




As mentioned in Note 3 (a), effective the year ended March 31,
2009, the Company and its domestic consolidated subsidiaries have
changed their method of accounting for inventory. As a result,
operating income decreased in the Power transmission products
business segment and in the Materials handling systems business
segment by ¥308 million ($3,138 thousand) and ¥119 million ($1,212
thousand), respectively, for the year ended March 31, 2009 from the
corresponding amounts which would have been recorded under the
previous method.

As mentioned in Note 3 (b), effective the year ended March 31,
2009, the Company and its domestic consolidated subsidiaries have
changed the useful lives for depreciation of machinery and equip-
ment. As a result, operating income decrease in the Power
transmission products business segment and in the Materials han-
dling systems business segment by ¥430 million ($4,380 thousand)
and ¥5 million ($53 thousand), respectively, for the year ended March
31, 2009 from the corresponding amounts which would have been
recorded under the previous useful lives.

As mentioned in Note 3 (d), effective the year ended March 31,
2008, the Company and its domestic consolidated subsidiaries have

Geographic Segment Information

changed their method of accounting for depreciation of property,
plant and equipment acquired on or after April 1, 2007. As a result,
operating income in the Power transmission products business seg-
ment decreased by ¥214 million, the Materials handling systems
business segment decreased by ¥4 million, the Other business seg-
ment decreased by ¥0 million and Eliminations and general corporate
assets decreased by ¥4 million for the year ended March 31, 2008
from the corresponding amounts which would have been recorded
under the previous method.

As mentioned in Note 2 (g), effective the year ended March 31,
2008, the Company and its domestic consolidated subsidiaries have
changed their method of accounting for depreciation of property,
plant and equipment acquired on or before March 31, 2007. As a re-
sult, operating income in the Power transmission products business
segment decreased by ¥286 million, the Materials handling systems
business segment decreased by ¥29 million, the Other business
segment decreased by ¥0 million and Eliminations and general corpo-
rate assets decreased by ¥7 million for the year ended March 31,
2008 from the corresponding amounts which would have been re-
corded under the previous method.

Segment information by geographic area for the years ended March 31, 2009 and 2008 is summarized as follows:

Millions of Yen

2009

Eliminations

Asia and and general
Japan North America Europe Oceania Other Total corporate assets  Consolidated
External sales ¥ 98,779 ¥23,578 ¥7,362 ¥11,653 ¥143 ¥141,517 ¥ — ¥141,517
Intragroup sales and transfers 17,513 520 7 832 — 18,873 (18,873) —
Net sales 116,292 24,098 7,370 12,485 143 160,390 (18,873) 141,517
Operating expenses 106,245 23,236 6,902 10,622 154 147,162 (14,740) 132,421
Operating income (loss) ¥ 10,047 ¥ 861 ¥ 467 ¥ 1,862 ¥ (10) ¥ 13,227 ¥ (4,132) ¥ 9,095
Total assets ¥114,406 ¥17,420 ¥5,501 ¥ 9,798 ¥ 18 ¥147,144 ¥ 31,310 ¥178,455

Millions of Yen
2008

Eliminations

Asia and and general
Japan North America Europe Oceania Other Total corporate assets  Consolidated
External sales ¥110,207 ¥35,491 ¥10,047 ¥11,129 ¥327 ¥167,202 ¥ — ¥167,202
Intragroup sales and transfers 20,337 511 23 836 — 21,709 (21,709) —
Net sales 130,544 36,002 10,070 11,966 327 188,912 (21,709) 167,202
Operating expenses 114,059 32,857 8,865 9,969 286 166,037 (18,639) 147,397
Operating income ¥ 16,485 ¥ 3,145 ¥ 1,204 ¥ 1,997 ¥ 41 ¥ 22,874 ¥ (3,069) ¥ 19,805
Total assets ¥124,200 ¥20,705 ¥ 7,341 ¥10,655 ¥ 22 ¥162,925 ¥39,390 ¥202,316

Thousands of U.S. dollars

Eliminations

Asia and and general
Japan North America Europe Oceania Other Total corporate assets  Consolidated
External sales $1,005,594 $240,029 $74,955 $118,631 $1,464 $1,440,674 $ — $1,440,674
Intragroup sales and transfers 178,288 5,296 75 8,472 — 192,131 (192,131) —
Net sales 1,183,883 245,325 75,030 127,103 1,464 1,632,806 (192,131) 1,440,674
Operating expenses 1,081,601 236,551 70,273 108,140 1,576 1,498,143 (150,064) 1,348,078
Operating income (loss) $ 102,281 $ 8,773 $ 4,757 $ 18,963 $ (111) $ 134,663 $ (42,067) $ 92,595
Total assets $1,164,674 $177,342 $56,005 $ 99,747 $ 189 $1,497,961 $ 318,744 $1,816,706

The above segments principally include the following countries or regions:

North America: U.S.A. and Canada

Europe: The Netherlands and U.K.
Asia and Oceania: ~ Taiwan, People’s Republic of China, Singapore, Thailand and Australia
Other: Brazil
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As mentioned in Note 3 (a), effective the year ended March 31,
2009, the Company and its domestic consolidated subsidiaries
have changed their method of accounting for inventory. As a result,
operating income in the Japan segment decreased by ¥427 million
($4,350 thousand) for the year ended March 31, 2009 from the
corresponding amount which would have been recorded under the
previous method.

As mentioned in Note 3 (b), effective the year ended March 31,
2009, the Company and its domestic consolidated subsidiaries have
changed the useful lives for depreciation of machinery and equipment.
As a result, operating income in the Japan segment increased by
¥425 million ($4,327 thousand) for the year ended March 31, 2009
from the corresponding amount which would have been recorded un-
der the previous useful lives.

As mentioned in Note 3 (d), effective the year ended March 31,

Overseas Sales

2008, the Company and its domestic consolidated subsidiaries have
changed their method of accounting for depreciation of property,
plant and equipment acquired on or after April 1, 2007. As a result, op-
erating income in the Japan segment decreased by ¥218 million, and
Eliminations and general corporate assets decreased by ¥4 million for
the year ended March 31, 2008 from the corresponding amounts
which would have been recorded under the previous method.

As mentioned in Note 2 (g), effective the year ended March 31,
2008, the Company and its domestic consolidated subsidiaries have
changed their method of accounting for depreciation of property, plant
and equipment acquired on or before March 31, 2007. As a result, op-
erating income in the Japan segment decreased by ¥316 million, and
Eliminations and general corporate assets decreased by ¥7 million for
the year ended March 31, 2008 from the corresponding amounts
which would have been recorded under the previous method.

Overseas sales, which include export sales of the Company and its domestic consolidated subsidiaries and sales (other than exports to Japan)
of the overseas consolidated subsidiaries, for the years ended March 31, 2009 and 2008 are summarized as follows:

Millions of Yen

2009

North America Europe Asia and Oceania Other Total
Overseas sales ¥23,794 ¥7,956 ¥17,227 ¥472 ¥ 49,450
Consolidated net sales 141,517
Overseas sales as a percentage of consolidated net sales 16.8% 5.6% 12.2% 0.3% 34.9%

Millions of Yen
2008

North America Europe Asia and Oceania Other Total
Overseas sales ¥35,673 ¥10,744 ¥15,278 ¥923 ¥ 62,621
Consolidated net sales 167,202
Overseas sales as a percentage of consolidated net sales 21.3% 6.4% 9.1% 0.6% 37.5%

Overseas sales
Consolidated net sales

Thousands of U.S. Dollars

2009
North America Europe Asia and Oceania Other Total
$242,230 $80,997 $175,380 $4,807 $ 503,416
1,440,674

19. Subsequent Events

(a) Distribution of retained earnings

The following distribution of retained earnings of the Company,
which has not been reflected in the accompanying consolidated
financial statements for the year ended March 31, 2009, was ap-
proved at the annual general meeting of the shareholders held on
June 26, 2009:

Thousands of
U.S. Dollars

$7,676

Millions of Yen

¥744

Year ending March 31,
Cash dividends (¥4.0 ($0.04) per share)

(b) Long-term loan agreements

On May 27 and 29, 2009, the Company entered into long-term loan
agreements in the total amount of ¥7,300 million ($74,315 thousand)
with Sumitomo Mitsui Banking Corporation and three other financial
institutions in order to raise long-term operating funds. The loans were
executed on May 29, 2009 and the due date of the loan agreements is
May 30, 2014. The loans are unsecured and not guaranteed.




Report of Independent Auditors

The Board of Directors

TSUBAKIMOTO CHAIN CO.

We have audited the accompanying consolidated balance sheets of TSUBAKIMOTO CHAIN CO. and consolidated subsidiaries
as of March 31, 2009 and 2008, and the related consolidated statements of income, changes in net assets, and cash flows
for the years then ended, all expressed in yen. These financial statements are the responsibility of the Company’s

management. Our responsibility is to express an opinion on these 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 financial statements referred to above present fairly, in all material respects, the consolidated financial
position of TSUBAKIMOTO CHAIN CO. and consolidated subsidiaries at 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.

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.

Eut & 7W7 Shiwldilo, LLC
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