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Clarion Co., Ltd. and Subsidiaries
Years ended March 31

Six-Year Summary

Thousands of

U.S. dollars,
Millions of yen, except per-
except per-share amounts share amounts
2006 2007 2008 2009 2010 2011 2011
For the Year
Net sales ¥184,176  ¥181,041  ¥246,806 ¥181,554  ¥174,762 ¥178,318  $2,144,541
Japan 99,511 93,365 151,015 105,991 93,892 93,089 1,119,542
Americas 43,725 49,537 55,497 46,440 55,499 59,611 716,911
Asia and Australia 15,063 14,475 12,952 12,461 11,886 13,963 167,932
Europe 25,877 23,663 27,340 16,661 13,482 11,653 140,154
Car audio-visual equipment 168,686 161,786 217,522 157,552 156,372 161,605 1,943,535
Special equipment 8,306 7,833 8,732 8,982 7,685 7,798 93,786
Others 7,183 11,422 20,551 15,018 10,704 8,915 107,218
Cost of sales 147,123 148,200 205,058 161,649 149,600 149,646 1,799,722
Selling, general and administrative expenses 31,824 29,768 36,281 32,354 24,537 23,735 285,454
Operating income (loss) 5,228 3,072 5,465 (12,449) 624 4,936 59,364
Other income (expenses), net (694) (2,905) (1,167) (2,758) 60 (2,482) (29,850)
Income (loss) before income taxes and minority interests 4,534 167 4,298 (15,208) 684 2,454 29,514
Provision (benefit) for income taxes (1,337) 938 2,903 4,776 129 1,063 12,792
Income (loss) before minority interests 5,871 (770) 1,378 (19,984) 555 1,390 16,721
Minority interests in subsidiaries 8 13 17 2 5 7 88
Net income (loss) 5,862 (784) 1,378 (19,987) 549 1,383 16,632
Research and development expenses 11,340 12,560 27,772 30,329 18,616 20,095 241,672
Capital investment 8,106 6,074 6,855 5,796 1,946 1,601 19,264
Net cash provided by (used in) operating activities 9,236 8,820 10,771 (2,851) 12,381 8,559 102,940
Net cash used in investing activities (1,055) (20,501) (9,247) (10,121) (3,350) (5,768) (69,370)
Net cash provided by (used in) financing activities (7,938) 10,054 1,061 10,014 (7,731) (5,242) (63,043)
Per share
(Yen and U.S. dollars):
Net income (loss) ¥20.76 ¥(2.78) ¥4.88 ¥(70.85) ¥1.95 ¥4.90 $0.06
Cash dividends ¥2.00 ¥2.00 ¥2.00 - — — -
At year end
Total assets ¥122,119  ¥149,490 ¥150,841  ¥117,641  ¥112,714  ¥103,769  $1,247,981
Total net assets 34,661 34,231 32,125 9,135 9,312 8,728 104,973
Interest-bearing debt 34,227 41,483 42,838 54,160 46,862 42,096 506,277
Ratio (%)
Net assets ratio 28.3 229 21.3 7.8 8.3 8.4 8.4
ROE 19.2 (2.3) 4.2 (97.8) 6.1 15.7 15.7
ROA 4.9 (0.6) 0.9 (14.9) 0.5 1.3 1.3
Current ratio 125.5 115.2 113.5 106.1 144.8 99.6 99.6

Notes: 1. Research and development expenses include labor and other expenses reported as cost of sales.
2. The translations of the Japanese yen amounts into U.S. dollars are included solely for the convenience of readers, using the
prevailing exchange rate at March 31, 2011, which was ¥83.15 to U.S. $1.



Clarion Co., Ltd. and Subsidiaries

Consolidated Balance Sheets

March 31
2011 2010 2011
(Millions of yen) (Z?gfltsji’;gfsjf
ASSETS
Current assets:
Cash on hand and in banks (NOte 9) ........cccoiiiiiiiiiii e ¥ 7,421 ¥ 10,192 $ 89,252
Trade notes and accounts receivable (NOte 9).........ccciiiiiiiiiiiiieee e 24,931 27,635 299,840
Allowance for doubtful aCCOUNtS ........ccocviiiiiiiiii (277) (429) (8,337)
INVENTONIES (NOTE B)...ueeiiiiieie ittt ettt ettt et e s ae e e e se e e e sne e e e enreeaanee 20,827 21,219 250,476
Deferred tax assets (Note 14) .....ccociiiiiiiiiiii e 2,738 2,716 32,933
Other current assets (Notes 9 and 22) ........ccceeiiiriiiiiiciie e 5,038 5,048 60,600
TOtal CUITENT @SSEES ..eiiiiiiiieii et e eneas 60,679 66,382 729,765
Investments in securities (Notes 7 and 9) ......cceciiiiiiiiiiiici e 2,339 2,366 28,135
Property, plant and equipment (Note 5)
Buildings and structures (NOte 10) ....cooiuuiiiriiieiie ettt 18,655 19,097 224,354
Machinery and equipment (Note 10) ... 41,373 43,059 497,572
Land (NOte 10) ...ocuiiiiiiiiiiice 8,997 9,106 108,206
LBASE @SSELS .. uuiiiiiiiiiiiii ettt ae e et e e e e e ee e e e nne e e enne e e enneaanaee 1,649 1,227 19,833
CoNstruction iN Progress........iiiiiiiiiiiic 4 0 59
Accumulated depreciation ... (48,692) (48,381) (585,596)
Property, plant and equipmeNnt, NEt ..o 21,987 24,110 264,430
Other assets:
INTANGIDIE ASSELS.....eeiieeiieei et 15,901 16,687 191,237
Deferred tax assets (NOTE 14) ... e 473 641 5,694
(@4 T PSR 2,387 2,525 28,717
Total OthEr ASSETS...eiii i e e e e e e e e e e e e e nneeeeeas 18,762 19,854 225,649
TOTAl @SSELS ..ottt e ¥ 103,769 ¥ 112,714 $1,247,981

The accompanying notes are an integral part of these consolidated financial statements.



March 31

2011

2010

2011

LIABILITIES AND NET ASSETS

Current liabilities:
Short-term loans (Notes 9 and 10)

Trade notes and accounts payable (Notes 9 and 22) .........cccceeviiriiniiccciecnec e

Accrued bonuses..........cccoceeeieennne.
Lease obligations (Note 10)...........
Accrued expenses (Note 22).........
Accrued income taxes..........cco......
Accrued warranty costs ................
Accrued disaster losses................
Other current liabilities (Note 9) ....

Total current liabilities................

Long-term liabilities:
Long-term loans (Notes 9, 10 and
Lease obligations (Note 10)...........
Accrued pension and severance ¢

. DO

0StS (NOtE 11) ..

Deferred tax liabilities on revaluation of land (Note 13) .......cccceviiiiiiiniiiiiiie,

Deferred tax liabilities (Note 14)....

Accrued retirement benefit for directors and corporate auditors.........cccccevieriennnnne

Accrued warranty costs ................
Asset retirement obligations (Note
Other long-term liabilities...............

Total long-term liabilities............

Commitments and contingencies

Net assets:
Shareholders’ equity (Note 12):
Common stock, no par value
Authorized: 450,000,000 shares

ST

Issued: 282,744,185 shares at March 31, 2011 and 2010.........ccceeeeeeiiieeeeeeeeccieeeens

Additional paid-in capital...............
Accumulated deficit (Note 23).......
Treasury sStoCK......cceeveveirieerciennnn.

Total shareholders’ equity .........

Accumulated other comprehensive income:
Net unrealized gains on revaluation of land (Note 13) ......ccccoiiiriiiiiiniceee
Net deferred (losses)/gains 0N hedge .........cceiviriiiiiiiiiec e
Foreign currency translation adjustments ...........cccooiiiiiiiiii e
Net unrealized gains on other SECUNtIes .......ccccviiiiiiiiiii i
Total accumulated other comprehensive iNCOME.........cccoeiieiiiiiiiinieecee e

Minority interests in subsidiaries ......
Total net assets.......ccocevceviiene

Total liabilities and net assets

(Millions of yen)

(Thousands of
U.S. dollars)

¥ 20,643 ¥ 1,917 $ 248,267
23,704 28,489 285,086
1,779 1,236 21,396
385 440 4,639
6,818 6,603 81,998
697 1,052 8,394
417 748 5,024
384 - 4,621
6,082 5,358 73,149
60,913 45,848 732,577
20,717 44,239 249,162
349 264 4,208
9,874 10,029 118,756
644 644 7,749

8 14 98

194 273 2,339
375 433 4,521
139 - 1,681
1,822 1,653 21,912
34,127 57,553 410,429
26,100 26,100 313,894
2,669 2,669 32,105
(10,335) (11,592) (124,298)
(124) (120) (1,492)
18,310 17,057 220,208
939 812 11,295
(7) (3) (90)
(10,803) (8,822) (129,930)
96 68 1,156
(9,775) (7,937) (117,569)
194 193 2,334
8,728 9,312 104,973
¥103,769 ¥112,714 $1,247,981




Clarion Co., Ltd. and Subsidiaries

Consolidated Statements of Operations

Year ended March 31

2011 2010 2009 2011
(Thousands of
(Millions of yen) U.S. dollars)
INEE SAIES. .. ettt et e et et e et et e e e et e et e et e eeeee e et e seeeeeeneaaeseneaaeaanens ¥ 178,318 ¥ 174,762 ¥ 181,554 $2,144,541
COSt Of SAIES ...ttt 149,646 149,600 161,649 1,799,722
GIrOSS PIOfit.v.vuieviecteiieectesssetesaete e st es s s s ses st en st s esanaenans 28,671 25,161 19,904 344,818
Selling, general and administrative expenses (Notes 15 and 20)............ 23,735 24,537 32,354 285,454
Operating iNCOME/(IOSS).....cuueiereeiaeriieeeiie et 4,936 624 (12,449) 59,364
Other income:
Interest and dividend INCOME.........cccuiiiiiiiiiiiee e 116 85 194 1,399
Exchange gains, net........ccccocoiiiiiiiiii - 284 - -
Gain on sales of property, plant and equipment..........cccccceeiiiriennenen. 165 274 39 1,989
Gain on reimbursement of development COStS.......ceviviiiiiieiiiiiiennne - 528 — -
Gain on sales of subsidiary shares ..........cccceriiiiiiiiiieeee - 190 — —
Gain on reversal of patent fee for prior years ..........ccccoeeeviiriinienenen. 137 - 814 1,655
Reversal of allowance for doubtful accounts..........c.ccccveciiiiiciiininens 73 - - 882
Gain on reversal of purification COSt .........cccviiiiiiiiiiiee e - 2 247 —
Equity in earnings of affiliates ........coccviiiiiiii s 136 46 189 1,645
(1 o= USRS 384 607 1,944 4,619
1,013 2,021 3,429 12,192
Other expenses:
linterest expense (NOte 22) ........ccceeiviiieiiiiin i 626 721 589 7,537
Expense related to patent ..., - 108 429 -
EXchange l0SSES, NEL ......ooi i 242 - 1,434 2,913
Additional severance costs (Note 11) .....cccoceveieiiiiiieiiiceeecee, 21 51 343 263
Loss on sales and disposal of property, plant and equipment............ 171 111 93 2,057
Loss on disaster (NOte 21) ......coeviiriiiiiiiiie e 1,182 - - 14,221
Business structure improvement expenses (Note 11) ........ccceeiieeenines 600 44 2,257 7,219
Cumulative effect on prior years of adopting the accounting
standard for asset retirement obligations...........c.ccoviiiiiiiiiniiens 111 - - 1,337
Loss from transfer between retirement benefit plans ..........cccocceeeiie - 200 — -
Impairment loss on fixed assets (NOte 5)........ccccevviiiiiiiiiiiiiiiieecees - 36 12 -
(0431 RO SPR 539 686 1,026 6,492
3,495 1,960 6,187 42,042
Income/(loss) before income taxes and minority interests............... 2,454 684 (15,208) 29,514
Income taxes (Note14):
CUITENT ...ttt ettt e b e s e et e e et e e st e e neesneeeneanneas 1,013 1,065 325 12,185
(D= =Y =T [P SPRRRY 50 (935) 4,450 607
1,063 129 4,776 12,792
Income/(loss) before minority interests ..o, 1,390 555 (19,984) 16,721
Minority interests in subsidiaries............ccocovviiiiiiiii 7 5 2 88
NEt INCOME/(I0SS) ....vevveeeeeereeeeeteeeteeeeee e e eteaeeeees e aeaenanes ¥ 1,383 ¥ 549 ¥ (19,987) $ 16,632

The accompanying notes are an integral part of these consolidated financial statements.



Clarion Co., Ltd. and Subsidiaries

Consolidated Statements of Comprehensive Income

Year ended March 31

2011 2010 2009 2011
(Thousands of

(Millions of yen) U.S. dollars)

Income/(loss) before minority INtErests.........ovvieeieiiiiiiiiee s ¥ 1,390 ¥ 555 ¥ (19,984) $ 16,721
Other comprehensive income:

Net unrealized gains/(losses) on other securities. ........cccceeeeeeenieeennnes 27 203 (267) 335

Net deferred (losses)/gains on hedge .........ccoceevereiieiieeciieneeeeeeene (10) 9 0 (130)

Foreign currency translation adjustments.........ccoccceeriiiieiiiieeniieeens (1,924) (633) (2,121) (23,145)

Share of other comprehensive income of affiliates

accounted for by the equity Method........ccccceeverevierereieieeeseseene (63) 46 (60) (760)
Total other comprehensive iINCOME...........cccveeieeceeeciie e (1,970) (875) (2,448) (23,700)
COMPreNeNSIVE INCOME ......ccueeviieieeeeteeeeeeteecee et ecee et ae e eesae e eseeaeenneas ¥ (580) ¥ 179 ¥ (22,433) $ (6,978)

Year ended March 31

2011 2010 2009 2011
(Thousands of
(Millions of yen) U.S. dollars)

Comprehensive income attributable to:

S Tz 1= o] o 1T =SSN ¥ (581) ¥ 163 ¥ (22,407) $ (6,990)
MINOFitY INTEIESES ..uvevieiereieeeiee et eas 0 16 (26) 11



Clarion Co., Ltd. and Subsidiaries

Consolidated Statements of Changes in Net Assets

Shareholders’ equity Accumulated other comprehensive income

Net unrealized Net Net unrealized ~ Foreign ~ Accumulated
Number of Additional Total gains on deferred  gains/(losses)  currency other com- Minority Total
common shares  Common paid-in Accumulated ~ Treasury  shareholders” revaluation — gains/(losses)  on other translation prehensive  interests in net
outstanding stock capital deficit stock equity of land on hedge securities  adjustments income  subsidiaries assets
(Thousands) (Millions of yen)
Balance at March 31, 2008............. 282,744 ¥26,100 ¥2,669 ¥ 8379 ¥ (94) ¥37,054 ¥ 813 ¥ (6) ¥132 ¥ (6,071) ¥ (5,132) ¥ 202 ¥32125
Effect of changes in
accounting policies applied
to overseas subsidiaries....... - — - 31 - 31 - - - - - - 31
NEE 1088 v - - - (19,987) - (19,087) - - - - - - (19.987)
DRAIBNGS oo - - - (84 - (564 - - - - - - (64
Acquisition of treasury stock...... - — - - 29) 29) - - - - - - (23)
Changes in:
Items other than _
shareholders’ equity........... - - - 0 - 0 0] 0 (267 (2153 (2419  (26) (2446)
Balance at March 31, 2009... 282744 26100 2669 (12141)  (117) 16510 812 () (13 (8224 (7552 176 9135
Net iNCOME. ... _ _ _ 549 _ 549 _ _ _ _ _ _ 549
Acquisition of treasury stock...... - _ - — ) ) - - - - - - )
Changes in:
Items other than
shareholders’ equtly........... - - - - - - - 9 203 (59  (389) 16 (369)
Balance at March 31, 2010.......... 282744 2600 2669 (11592  (120) 17,057 812 3 68 (882 (7937 193 9312
NGt INGOME o - - - 138 - 1383 - - - - - - 1383
Acquisition of treasury stock...... _ _ _ _ 6] 6] _ _ _ _ _ _ &)
Changes in:
Items other than
shareholders’ equity............. - - - (126) - (126) 126 (10) 27 (1,981)  (1,837) 0 (1,963
Balance at March 31, 2011.............. 282,744 ¥26,100  ¥2,669 ¥ (10,335) ¥ (124) ¥18,310 ¥ 939 ¥ (1) ¥ 96 ¥(10,803) ¥ (9,775) ¥ 194 ¥ 8728
Shareholders’ equity Accumulated other comprehensive income
Net unrealized Net Net unrealized ~ Foreign  Accumulated
Number of Additional Total gains on deferred  gains/(losses)  currency  other com-  Minority Total
common shares  Common paid-in  Accumulated ~ Treasury  shareholders’ revaluation gains/(losses)  on other translation ~ prehensive  interests in net
outstanding stock capital deficit stock equity of land on hedge securities  adjustments income  subsidiaries assets
(Thousands) (Thousands of U.S. dollars)

Balance at March 31, 2010.......... 282,744 $313,894

$32,105 § (139411) $(1,450) $205,137 $ 9776  $ 39 $ 820 $(106,101) § (95465) $2,322 $111,994

Net inCome.......ocvervnervniiennns - - - 16,632 - 16,632 - - - - - - 16,632
Acquisition of treasury stock...... - - - - (42) (42) - - - - - - (42)
Changes in:
Items other than
shareholders’ equity............. - - - (1,519 - (156199 1,519 (130) 335 (23,829) (22,103) 1 (23,611)
Balance at March 31, 2011........... 282,744 $313,804 $32,105 $(124,298) $(1,492) $220,208 $11,205  $ (90) $ 1,156 $(129,930) $(117,569) $ 2,334 $104,973




Clarion Co., Ltd. and Subsidiaries

Consolidated Statements of Cash Flows

Year ended March 31

2011 2010 2009 2011
(Millions of yen) (Thousands of
U.S. dollars)
Cash flows from operating activities:
Income/(loss) before income taxes and minority interests ...........c.c...... ¥ 2454 ¥ 684 ¥ (15,208) $ 29,514
Adjustments to reconcile income/(loss) before income taxes and
minority interests to cash flows from operating activities:
Depreciation and amortization ...........cccccoeciiiiiiiiiiiii, 6,886 7,876 7,812 82,816
Amortization of goodwill............ . 915 915 1,001 11,014
Equity in earnings of affiliates ........cccoviiieeiiiiees . (136) (46) (189) (1,645)
(Decrease)/increase in allowance for doubtful accounts............... . (126) 45 (108) (1,516)
(Decrease)/increase in accrued pension and severance costs, less payment ... (142) 824 (1,325) (1,710)
Decrease in accrued retirement benefit for directors and corporate auditors........ (79) (15) (141) (952)
Decrease in accrued warranty COSES.......c.cvirireiiriininineseceeeese e (294) (696) (1,205) (3,546)
Interest and dividend INCOME.........cocciiiiiieiie e (116) (85) (194) (1,399)
Interest expense . 626 721 589 7,537
Gain on sales of property, plant and equipment...........c..cccoeiiiininnn. (165) (274) (39) (1,989)
Gain on sales of subsidiary shares ..o, - (190) — -
Loss on sales and disposal of property, plant and equipment.. . 171 111 93 2,057
Impairment loss on fixed assets ..........ccceviiiiiiiiic i - 36 12 -
LOSS ON AISASTEN ..eeiiiieiiiieeee e 1,182 — — 14,221
Business structure improvement expenses............cccocveiiiiiieiiienseeee, 600 44 2,257 7,219
Changes in assets and liabilities:
Notes and accounts receivable.............cccceciiiiiiiiiiiniiccc, 832 (2,749) 20,483 10,017
INventories .......cccccvecveeieciiiennennn. . (788) 3,314 505 (9,487)
Notes and accounts payable. . (2,795) 6,480 (13,254) (33,619)
OLNEE, NEBL ...ttt b e ene s s 1,248 (3,285) (2,763) 15,020
SUD-EOLAI ... e 10,273 13,713 (1,673) 123,551
Interest and dividend received .. . 140 109 244 1,684
Interest paid....... R PR R R RS R IR (636) (723) (591) (7,651)
INCOME taXES PAI ....cueiiiiiiieiiiece e (1,217) (718) (830) (14,644)
Net cash provided by/(used in) operating activities ............c..c....... 8,559 12,381 (2,851) 102,940
Cash flows from investing activities:
Increase in time deposits ........cccceiiiiiieciii e - — (391) -
Decrease in time deposits...........cccooeeiiiiiicicc - 357 41 -
Payment for purchases of property, plant and equipment .. . (2,415) (1,946) (5,796) (29,048)
Proceeds from sales of property, plant and equipment....... . 127 480 117 1,529
Payment for purchases of intangible assets................... . (3,364) (2,926) (4,030) (40,459)
Proceeds from sales of investments in securities...........ccccciiininenen. 39 192 212 479
Proceed from sales of investments in subsidiary
resulting in change in scope of consolidation.............c.ccceviiiiiininns - 301 — -
Increase in 10ans receivable ...t (29,060) (3,539) (1,532) (349,493)
Decrease in loans receivable.............ccoceeviiiiiiiiniiiciec 28,955 3,754 1,815 348,227
Other, net - (50) (24) (557) (606)
Net cash used in investing activities...........cccooiiiiiiiiiiiis (5,768) (3,350) (10,121) (69,370)
Cash flows from financing activities:
Decrease in short-term loans, Net........cccociiiiiiiiiiiciicce e, (1,225) (7,392) (3,952) (14,737)
Repayment of finance lease obligations ............cccooviiiiiiiiiiiciicies (523) (439) (202) (6,292)
Proceeds from long-term loans...........cccccoviiiiiniiiiinccccccc - 12,200 32,000 -
Repayment of long-term loans.. . (3,489) (12,097) (17,242) (41,970)
Cash dividends.........ccccciiiiiiiiic - — (564) -
Other, Net......occ 3) @) (23) (42)
Net cash (used in)/provided by financing activities............cccccevviiniinnne (5,242) (7,737) 10,014 (63,043)
Effect of exchange rate changes on cash and cash equivalents.............. (320) (145) (566) (3,851)
Net (decrease)/increase in cash and cash equivalents (2,771) 1,153 (3,524) (33,325)
Cash and cash equivalents at beginning of year 10,192 9,039 12,563 122,577
Cash and cash equivalents at end of year (Note 16).........cccccevvivvriernne. ¥ 7,421 ¥ 10,192 ¥ 9,039 $ 89,252

The accompanying notes are an integral part of these consolidated financial statements.



Clarion Co., Ltd. and Subsidiaries

Notes to the Consolidated Financial Statements

March 31, 2011

1. Basis of presenting consolidated financial statements

Clarion Co., Ltd. (“Clarion”) and its subsidiaries in Japan maintain
their records and prepare their financial statements in accordance
with accounting principles generally accepted in Japan, while

its overseas subsidiaries maintain their records in conformity

with accounting principles generally accepted in their respective
countries of domicile. Effective April 1, 2008, Clarion adopted the
“Practical Solution on Unification of Accounting Policies Applied to
Foreign Subsidiaries for Consolidated Financial Statements (PITF
No. 18).” In accordance with PITF No. 18, the accompanying con-
solidated financial statements for the year ended March 31, 2009
have been prepared by using the accounts of foreign consolidated
subsidiaries prepared in accordance with either International
Financial Reporting Standards (IFRS) or accounting principles
generally accepted in the United States as adjusted for certain
items. Until March 31, 2008, the accompanying consolidated
financial statements had been prepared by using the accounts

of foreign consolidated subsidiaries prepared in accordance

with accounting principles generally accepted in their countries
domicile. The accompanying consolidated financial statements of
Clarion, its subsidiaries and affiliates (collectively, “the Company")
are prepared on the basis of accounting principles generally

accepted in Japan, which are different in certain respects as to
the application of and disclosure requirements of IFRS, and are
compiled from consolidated financial statements prepared by the
Company as required by the Financial Instruments and Exchange
Law of Japan.

The accompanying consolidated financial statements include
certain reclassifications and rearrangements in order to pres-
ent them in a form that is more familiar to readers outside Japan.
In addition, the notes to the consolidated financial statements
include information that is not required under generally accepted
accounting principles and practices in Japan, but which is pro-
vided herein as additional information. None of the reclassifica-
tions nor rearrangements have a material effect on the consoli-
dated financial statements.

Certain notes and amounts previously reported have been rear-
ranged and reclassified to conform to the current year presenta-
tion.

The amounts presented in millions of yen are truncated for
amounts less than 1 million. Totals may not add up exactly
because of such truncation.

2. Summary of significant accounting policies

(1) Consolidation and investments in affiliates

The accompanying consolidated financial statements include the
accounts of Clarion and its subsidiaries that are controlled by
Clarion. Under the effective control approach, all majority-owned
companies are to be consolidated. Additionally, companies in
which share ownership equals 50% or less may be required to be
consolidated in cases where such companies are effectively con-
trolled by other companies through the interests held by a party
who has a close relationship with the parent company in accor-
dance with accounting standards generally accepted in Japan. All
significant intercompany transactions and accounts and unreal-
ized intercompany profits are eliminated in consolidation.

Investments in affiliates in which Clarion has significant influ-
ence are accounted for using the equity method. Net income in
the accompanying consolidated statements of operations includes
Clarion’s equity in earnings or losses of affiliates after elimination
of unrealized intercompany profits.

A difference in fiscal periods of Clarion and its subsidiaries
does not by itself justify the exclusion of a subsidiary from con-
solidation. As the difference is not more than three months, it is
acceptable to use, for consolidation purposes, the subsidiaries’
financial statements for their fiscal periods. For significant transac-
tions during the period between those subsidiaries’ fiscal year-end

and the balance sheet date of Clarion, necessary adjustments are
made in the consolidated financial statements.

The excess of the cost over the underlying fair value of invest-
ments in subsidiaries is recognized as goodwill. Goodwill relating
to Mexican subsidiaries is being amortized over a period of 20
years.

(2) Translation of foreign currency transactions and balances
Foreign currency transactions are generally translated using for-
eign exchange rates prevailing at the transaction dates. Assets
and liabilities denominated in foreign currencies are translated at
the current exchange rates at the balance sheet date.

All assets and liabilities of overseas subsidiaries are translated
at current rates at the respective balance sheet dates whereas
shareholders’ equity is translated at historical rates and all income
and expense accounts are translated at average rates for the
respective periods.

(3) Cash and cash equivalents

Cash and cash equivalents in the consolidated statements of cash
flows is comprised of cash on hand, bank deposits able to be
withdrawn on demand, and short-term highly liquid investments
with original maturities of three months or less, which represent a
minor risk of fluctuations in value.



(4) Financial instruments

(a) Securities

Investments in debt and equity securities are classified into three
categories: 1) trading securities, 2) held-to-maturity debt securi-
ties, and 3) other securities.

These categories are treated differently for the purpose of mea-
suring and accounting for changes in fair value.

Trading securities are held for the purpose of generating profits
from changes in market value and are recognized at their fair value
in the consolidated balance sheets. Unrealized gains and losses
are included in current income. Held-to-maturity debt securities
are expected to be held to maturity and are recognized at histori-
cal or amortized cost in the consolidated balance sheets. Other
securities, for which market quotations are available, are recog-
nized at fair value in the consolidated balance sheets. Unrealized
gains and losses on these other securities were classified as a
separate component of net assets at a net-of-tax amount. Cost of
securities sold is determined by the moving average method.

Other securities for which market quotations are unavailable are
stated at cost, based on the weighted-average cost method.

(b) Derivative financial instruments

All derivatives are stated at fair value, with changes in fair value
charged to current income for the period in which they arise,
except for derivatives that are designated as “hedging instru-
ments” (see (c) Hedge accounting below).

(c) Hedge accounting

The Company has a policy to utilize hedging instruments to
reduce their exposure to the risk of fluctuation in foreign currency
exchange rates.

Gains or losses arising from changes in fair value of the deriva-
tives designated as “hedging instruments” are deferred as a sepa-
rate component of net assets at a net-of-tax amount and charged
to income in the same period the gains and losses on the hedged
items or transactions are recognized. The derivatives designated
as hedging instruments by the Company are principally forward
foreign currency exchange contracts.

(5) Allowance for doubtful accounts

The allowance for doubtful accounts is calculated based on the
aggregate amount of estimated credit losses for specific receiv-
ables, in addition to an amount calculated using historical write-off
experience from certain prior periods for receivables other than
specific receivables.

(6) Inventories

For Clarion and its domestic subsidiaries, inventories are stated
at cost determined by the weighted-average method and sup-
plies are stated at cost, which is determined by last purchase
price method. The amount shall be carried at cost on the balance
sheets. In the case that the net selling value falls below cost at
the end of the period, inventories shall be carried at the net selling
value on the balance sheets, regarded as decreased profitability of
assets. As for overseas subsidiaries, inventories are stated at the
lower of cost, which is mainly determined by the first-in, first-out
method, or market.

(7) Property, plant and equipment (Except for lease assets)
Property, plant and equipment, including significant renewals and

improvements, are carried at cost less accumulated depreciation.
Maintenance and repairs, including minor renewals, are charged to
income as incurred.

For Clarion and its domestic subsidiaries, depreciation, except
for dies, is computed under the declining-balance method at
rates based on the estimated useful lives of the assets, which are
prescribed by the Corporation Tax Law of Japan. For buildings
acquired by Clarion and some of the domestic subsidiaries on or
after April 1, 1998, depreciation is computed under the straight-
line method. Dies, included in machinery and equipment, are
depreciated under the straight-line method over the estimated
useful lives of the assets for Clarion, and its domestic subsidiary.
For overseas subsidiaries, depreciation is computed under the
straight-line method.

(8) Intangible assets (Except for lease assets)
Intangible assets, including goodwill and capitalized software
costs, are carried at cost less accumulated amortization.
Goodwill represents the excess of purchase price and related
cost over the fair value of the business acquired and is amortized
over a period of 10 years by Clarion.
Capitalized software costs consist of costs of purchased or
developed software. Software for internal use is amortized by the
straight-line method over its estimated useful lives 5 years.

(9) Lease assets

Depreciation of the finance leases which do not transfer ownership
is calculated based on the straight-line method over the lease term
of the assets with no residual value.

(10) Impairment of fixed assets
The accumulated impairment loss is deducted from the net book
value of each asset.

(11) Accrued bonuses

Accrued bonuses to employees are provided at the estimated
amounts, which Clarion and some of its subsidiaries expect to pay
to employees after the fiscal year-end, based on services provided
during the current period.

(12) Accrued pension and severance costs

For Clarion and some of its subsidiaries, accrued pension and sev-
erance costs are stated at an amount calculated based on the pro-
jected benefit obligation and the fair value of pension plan assets
as adjusted for unrecognized net obligation at transition, unrecog-
nized actuarial differences and unrecognized prior service costs.
Unrecognized actuarial differences of Clarion and its domestic
subsidiaries are amortized on a straight-line basis over a period of
7 to 13 years commencing the year following the year in which they
arise. Unrecognized prior service costs of Clarion are amortized
on a straight-line basis over a period of 13 years which is within the
average remaining years of services of employees.

Clarion changed its retirement benefit plan as of April 30, 2010
from previous defined benefit plan and retirement lump sum grants
to defined benefit plan, retirement lump sum grants and defined
contribution pension plan.

The effect of this transfer on the Company’s consolidated
results of operations for the fiscal year ended March 31, 2010
is 200 million yen and it is posted in other expenses as “Loss
from Transfer between Retirement Benefit Plans” in accordance



with “Accounting Standard for Transfer between Retirement
Benefit Plans” (the Accounting Standards Board of Japan (ASBJ)
Guidance No.1) and “Practical Solution on Accounting for Transfer
between Retirement Benefit Plans” (PITF No. 2).

(13) Accrued warranty costs
For Clarion and some of its subsidiaries, accrued warranty costs
are provided based on historical experience of such expense.

(14) Accrued retirement benefit for directors and corporate
auditors

Accrued retirement benefit for directors and corporate auditors

have been made for the vested benefits to which they are entitled.

In line with the approval at the General Shareholders’ Meeting

held on June 25, 2008, the Company has ceased the additional

accruals.

(15) Accrued disaster losses

For Clarion and its domestic subsidiary, accrued disaster losses
are provided at the estimated amounts necessary to cover restora-
tion costs for the property, plant and equipment damaged by the
Great East Japan Earthquake.

(16) Research and development costs
Research and development costs are expensed as incurred.

(17) Income taxes

The provision for income taxes is computed based on income
before income taxes and minority interests in the consolidated
statements of operations. The asset and liability approach is used

to recognize deferred tax assets and liabilities for the expected
future tax consequences of temporary differences between the
tax basis of assets and liabilities and their reported amount in the
financial statements.

Clarion obtained approval from the National Tax Agency in
Japan to file under a consolidated tax return system effective the
year beginning April 1, 2002. Clarion has adopted the consolidated
tax return system for the calculation of income taxes since the year
ended March 31, 2003. Under the consolidated tax return sys-
tem, Clarion consolidates all wholly-owned domestic subsidiaries
based on the Japanese tax regulations.

(18) Revenue recognition
Sales are generally recognized at the time goods are delivered to
customers.

(19) Amount per share

Basic net income/(loss) per share is computed based on the net
income/(loss) available for distribution to shareholders of com-
mon stock and weighted-average number of shares of common
stock outstanding during the year. Diluted net income per share is
computed based on the net income available for distribution to the
shareholders and the weighted-average number of shares of com-
mon stock outstanding during each year after giving effect to the
dilutive potential of shares of common stock to be issued upon the
conversion of convertible bonds or the exercise of warrants.

Net assets per share is computed based on the net assets
available for distribution to shareholders of common stock and the
number of shares of common stock outstanding at the balance
sheet date.

3. Accounting changes

(1) Adoption of the accounting standard for asset
retirement obligations
Effective from the year ended March 31, 2011, Clarion and its
domestic subsidiaries have applied “Accounting Standard for
Asset Retirement Obligations” (ASBJ Statement No. 18 issued
on March 31, 2008) and its “Implementation Guidance” (ASBJ
Guidance No. 21 issued on March 31, 2008). As a result of this
change, operating income and income before income taxes and
minority interests for the year ended March 31, 2011 decreased by
¥72 million ($874 thousand) and ¥148 million ($1,782 thousand),
respectively, compared with those would have been recorded
under previous method.

(2) Adoption of the accounting standard for presentation of
comprehensive income
Effective from the year ended March 31, 2011, the Company has
applied “Accounting Standard for Presentation of Comprehensive
Income” (ASBJ Statement No. 25 issued on June 30, 2010). The
consolidated statements of comprehensive income have been
included in the consolidated financial statements from the fiscal
year ended March 31, 2011. Information for fiscal years ended
March 31, 2009 and 2010 has also been included for comparative
purpose.

(3) Changes in disclosure about segments of an enterprise
and related information
Effective from the year ended March 31, 2011, the Company has
applied “Accounting Standard for Disclosures about Segments of
an Enterprise and Related Information” (ASBJ Statement No. 17
issued on March 27, 2009) and its implementation guidance (ASBJ
Guidance No. 20 issued on March 21, 2008). The accounting
standard and its implementation guidance follow the management
approach adopted in IFRS and generally accepted accounting
principles in the United States (USGAAP) as the segment reporting
method.

Disclosure about segments of an enterprise and related infor-
mation provides accurate information on the nature of various
business activities in which a company is engaged and the eco-
nomic environments in which it operates, so that users of financial
statements can understand the enterprise’s performance and
properly evaluate future cash flow projections.

An enterprise shall identify operating segments as units of seg-
ment reporting. An operating segment is a component of an
enterprise:

— that engages in business activities from which it may earn
revenues and incur expenses (including revenues and expenses
relating to transactions with other components of the same
enterprise.)



— whose operating results are regularly reviewed by the
enterprise’s chief operating decision maker to make decisions
about resources to be allocated to the segment and assess its
performance, and

— for which discrete financial information is available.

The term “chief operating decision maker” identifies a function,
which is to allocate resources to and the performance of operat-
ing segments of an enterprise. An enterprise reports separately
information about each operating segment that has been identi-
fied, or results from aggregating two or more of those segments in
accordance with aggregation criteria, and exceeds the quantitative
thresholds.

The Company mainly produces and sells car audio-visual
equipment in the regions and countries of Japan, Americas, Asia
and Australia and Europe. Each domestic and overseas subsid-
iary is independent management unit, and forms comprehensive
strategy for the products to be handled in each area and develops
business activities. Considering these criteria, the Company is
composed of geographic segments based on the organization of
production and sales. The Company'’s reportable segments are
“Japan, Americas, Asia and Australia and Europe.”

4. U.S. dollar amounts

U.S. dollar amounts stated in the consolidated financial statements
are included solely for convenience of readers outside Japan. The
rate of ¥83.15 = US$1, the approximate rate of exchange as of
March 31, 2011, has been used in translation. These translations
should not be construed as representations that the Japanese yen

amounts actually represent, or have been or could be converted
into U.S. dollars. The amounts presented in thousands of U.S. dol-
lars are truncated for amounts less than 1 thousand. Totals may
not be added up exactly because of such truncation.

5. Impairment loss on fixed assets

The Company has recognized impairment loss of ¥36 million, ¥12 million, for the following group of assets as of March 31, 2010 and 2009

respectively.
Impairment loss
Location Use Category 2011 | 2010 | 2009 2011
(Millions of yen) @g“i,aggfsj"‘
Kumamoto-shi,
Kumamoto Prefecture | Other Land - ¥ 36 _ —
and other
Yonago-shi, Tottori Other Land _ B v 12 _
Prefecture

The Company assessed impairment of each group of assets,
which are grouped on the basis of managerial accounting and for
investment decision-making purposes.

Due to the decline mainly in real estate value, operating profit-
ability has worsened substantially. Therefore, the Company has
decided to mark the assets down to the recoverable value, and

recognized impairment loss of ¥36 million, ¥12 million for the years
ended March 31, 2010 and 2009, respectively which comprises of
land totaling ¥36 million, ¥12 million.

The recoverable value is mainly determined as publicly-
assessed land value or the appraisal value.

6. Inventories

Inventories as of March 31, 2011 and 2010 consisted of the following:

March 31
2011 2010 2011
(Millions of yen) @g“fggsrs‘)’f
FINISNEA GOOTS ... .ctiiuieieciecie ettt ettt ettt et tesae et e s be e e sseeasesseensesseesseseeaeensans ¥11,996 ¥12,643 $144,269
WOIK N PrOCESS eoiutiieiiiiieeiitie e s tte e e ite e st e e st e sttt e e s st e e s sabe e e ssee e e saseeeesaseeeennseeesneeesenneeenn 859 887 10,341
Raw materials and SUPPIIES .....c.eeeuiiimiieiiiii et 7,971 7,688 95,865
L] = OO UTTTTT ¥20,827 ¥21,219 $250,476




7. Marketable securities and investments in securities

The aggregate cost and fair value of other securities, which were included in investments in securities as of March 31, 2011 and 2010, are as

follows:
March 31, 2011
Gross unrealized
Fair value
Cost Gain Loss (carrying value)
(Millions of yen)
Equity securities .. ¥ 982 ¥ 219 ¥ (122 ¥ 1,079
DEbt SECUITIES ... - - - -
¥ 082 ¥ 219 ¥ (122 ¥ 1,079
March 31, 2010
Gross unrealized
Fair value

Cost Gain Loss

(carrying value)

(Millions of yen)

Equity securities ¥ 1,001 ¥ 159 ¥  (80) ¥ 1,080
DEDt SECUIMLIES i e e e e e e e - - - —
¥ 1,001 ¥ 159 ¥ (80) ¥ 1,080

March 31, 2011

Gross unrealized
Fair value

Cost Gain Loss

(carrying value)

(Thousands of U.S. dollars)

EQUItY SECUNTIES ... $11,813 $ 2,640 $ (1,468) $12,986
Debt securities .... - - - -
(@431 USROS - - — -
1 - LSRR $11,813 $ 2,640 $ (1,468) $12,986
Other securities sold for the years ended March 31, 2011, 2010 and 2009 are as follows:
Year ended March 31
2011 2010 2009 2011
(Millions of yen) (Thousands of
SaIES AMOUNL......eeeveeceeeceee ettt ee s ee e e aeaeaean e s e s eeeeeeaeaens ¥ 39 ¥ 192 Y212 US;‘Z”;S)
Total gain on sales..........cociiiiiiiciiiii _ o5 _ _
Total loss on sales — — (27) —

At March 31, 2011 and 2010, the carrying value of the securities classified as other securities for which market quotation were unavailable

were as follows:

March 31

2011 2010

2010

(Millions of yen)

Other securities
Unlisted equity SECUNLIES .......ciuiiiiiiciiice e ¥ 52 ¥ 52
(14 =T ¢SSR 258 332

(Thousands of
U.S. dollars)

$ 628
3,110



8. Fair values of derivative financial instruments

(1) Summarized below are the national amounts and the estimated fair value of the derivative instruments outstanding at March 31, 2011 and
2010, for which hedged accounting has not been applied.

March 31, 2011

Unrealized
Contract amount Fair value gain/(loss)
Forward foreign exchange contracts: (Millions of yen)
Selling
ULS. dOIIAN . e e e ¥ 2,212 ¥ (33) ¥ (33)
o USRS 1,612 (88) (88)
(@710 F=To [ =T e [o] | - S 67 (1) (1)
F Uy =T 1o (o) - S 24 ) 0)
Buying
ULS. dOIIAN . e e e 3,449 60 60
BUFO. o s 287 6 6
(@2 T F=To =T e T =TSPTSRO 33 0 0
[T 11 o T o o TH o T PR 104 2 2
Total unrealized loss from forward foreign currency exchange contracts...........c.ccceeeeneee ¥ (53)
March 31, 2010
Unrealized
Contract amount Fair value gain/(loss)
Forward foreign exchange contracts: (Millions of yen)
Selling
LS T [ =TSSR ¥ 1,799 ¥ 1,825 ¥ (26)
o TP 1,274 1,235 38
(@710 F=To 1 =T 1o o] - TS 22 22 0)
Buying
LS T [ =TSSR 1,985 1,996 10
BUFO. e e 37 37 0
[T 1= o T o o TH o T SR 138 140 2
Total unrealized loss from forward foreign currency exchange contracts...........ccccceeenees ¥ 24
March 31, 2011
Unrealized
Contract amount Fair value gain/(loss)
Forward foreign exchange contracts: (Thousands of U.S. dollars)
Selling
ULS. dOHIAN e ettt $26,603 $ (399 $ (399
o PSSP 19,392 (1,066) (1,066)
CaNAdIaN OHAN.......coiuiiiiiiee e 810 (13) (13)
AUSEFAlIAN OIIAY ... ettt 300 9) 9)
Buying
ULS. dOHIAN e ettt 41,486 727 727
o U PRRSURRN 3,459 73 73
CaNAdIaN OIAN.......coiuiiiiiiee e 402 9 9
BIritiSh POUNG ... e 1,256 30 30
Total unrealized loss from forward foreign currency exchange contracts...........c.ccceceeneee $ (647)

(2) Summarized below are the national amounts and the estimated fair value of the derivative instruments outstanding at March 31, 2011 and
2010, for which hedged accounting has been applied.

March 31, 2011

Unrealized
Contract amount Fair value gain/(loss)
Forward foreign exchange contracts: (Millions of yen)

Selling

U o T OSSR PR PP PRPPPRPIN ¥512 ¥ (13) ¥ (13
Buying

L0 RS o (o | - T PRSPPI 450 6 6

¥ (7)

Total unrealized loss from forward foreign currency exchange contracts..........cccccceeenees
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March 31, 2010

Unrealized
Contract amount Fair value gain/(loss)
Forward foreign exchange contracts: (Millions of yen)
Selling
BEUFO.. e s ¥ 220 ¥ 224 ¥ ()]
Buying
L T o - PRSP SRR 316 326 9
Total unrealized gain from forward foreign currency exchange contracts.............cccceeueuee. ¥ 5
March 31, 2011
Unrealized
Contract amount Fair value gain/(loss)
Forward foreign exchange contracts: (Thousands of U.S. dollars)
Selling
BEUFO.. e s $ 6,164 $ (167) $ (167)
Buying
LR T o - TP P T 5,411 77 77
Total unrealized loss from forward foreign currency exchange contracts.............ccocueeuee. $ (90)

9. Financial instruments

Effective the year ended March 31, 2010, “Accounting Standard for
Financial Instruments” (ASBJ Statement No. 10 issued on March 10,
2008) and “Guidance on Disclosures about Fair Value of Financial
Instruments (ASBJ Guidance No. 19 issued on March 10, 2008) are
applied.

(1) Matters regarding financial instruments

(a) Policy regarding the handling of financial instruments

The group procures necessary funds based on management plans
mainly through borrowings from banks or the parent company.
Temporary surplus funds are retained in the form of financial assets
with high liquidity. The Company makes use of derivatives in order
to avoid potential risks as stated below, and as a policy it does not
engage in speculative transactions.

(b) Description of financial instruments and respective risks
Trade notes and accounts receivable are exposed to credit risks

of customers. Trade accounts receivable denominated in foreign
currencies are exposed to risk of exchange rate fluctuation. In order
to mitigate such exchange risk, the Company enters into hedging
transactions based on the expected sales transacted in foreign
currencies through forward exchange contracts.

Investments in securities are primarily shares in companies
with which the Company has business relationships and these are
exposed to risk of changes in market prices.

Most notes payable and accounts payable, which are trade
debts, are settled within 4 months. Part of such trade debts
is denominated in foreign currencies and is exposed to risk of
exchange rate fluctuation. In order to mitigate such exchange risk,
hedges of expected transactions are entered into through forward
exchange contracts.

Derivative transactions such as forward exchange contracts
for the purpose of hedging against exchange rate fluctuation risk
for trade accounts receivable and payable denominated in foreign
currencies are utilized by the Company.

(c) Systems and organizations for managing risk in connection
with financial instruments

-1) Credit risks (Contract defaults etc., by trade partners)

The sales administration department regularly monitors trade
partners in connection with outstanding receivables in accordance
with policy of credit administration. With these processes, due
dates as well as balances of all trade partner are controlled in
addition to the detection and mitigation of possible collection

risks due to any deterioration in credit situation. Consolidated
subsidiaries pursue procedures based on the Company’s policy of
credit administration.

With regard to derivative transactions, there is little risk of default
of contract as the counterparties are financial institutions with high
credit ratings.

-2) Market risks (Fluctuation risks of exchange rates and/or
interest rates)

Risks are hedged in connection with trade receivables and payables
in foreign currencies, in principle making use of forward exchange
contracts based on monthly transaction amounts by type of
currencies. The amount of investments in securities held by the
Company is reviewed taking into consideration the relationships
with trade partners as well as the overall market situation.

With regard to execution and administration of derivative

transactions, administration policies are in place which provide for,
among others, authorization for such. The departments in charge
carry out such process of obtaining approvals from personnel
responsible for authorizing transactions. Monthly amounts of such
transactions are reported at the Corporate Management Meetings.
-3) Liquidity risks in connection with fund procurement (risks of
failure to make payments on due dates)
The responsible department in the Company controls/administers
liquidity by making/updating plans of cash receipts and payments
based on reports from each department in a timely manner as well
as through maintenance of liquidity on hand.



(2) Fair values of financial instruments
Amounts on the balance sheet, fair value and differences as of March 31, 2011 and 2010 are as follows:

March 31,2011

Carrying value Fair value Difference

(Millions of yen)

(1) Cash on hand and iN DANKS .........eiiiiiiie e e ¥ 7,421 ¥ 7,421 -
(2) Trade notes and accounts receivable (1) ........ccoiiriireiicie e 24,654 24,654 -
(3) Investments in securities

OthEr SECUNEIES ..ttt ettt et sae e neesaneens 1,079 1,079 -
(4) Trade notes and accounts payable.... (23,704) (23,704) -
(65 IS LT 1= ' [ Y= T TSN (20,643) (20,643) -
(B) Other accouNts PAY@DIE ......c.c.eiiiieieeii e st (5,369) (5,369) -
(7) Long-term loans.........ccc.c...... (20,717) (20,717) -
(8) Derivative tranSaCtioNS (*2).....ceccceeeerieieerireeeesieeeeseeessiseeeesseeeeseeeeesaeeessaeeesanneeesanneeeaas (61) (61) -

March 31,2010

Carrying value Fair value Difference

(Millions of yen)

(1) Cash on hand and iN DANKS .........eieeiiiieeiee e e e e enee e e nneee e ¥ 10,192 ¥ 10,192 -
(2) Trade notes and accounts receivable (*1) .....ccueeerciee e 27,205 27,205 -
(3) Investments in securities

OthEr SECUNMLIES ..veiieiieciiieeeee et e e e e e e e e e e e e e e e e e e s eeeannnneeeeaean 1,080 1,080 -
(4) Trade notes and accounts PAYADIE.........cceivieriiiiiiiiiiee e (28,489) (28,489) -
(5) ShOrt-tErM IOBNS ...ttt b e s ne e (1,917) (1,917) -
(6) Other accounts Payable..........coouiiiiiiiiieie e (4,786) (4,786) -
(7) LONG-TIMN TOANS ...ttt et s sne s (44,239) (44,239) -
(8) Derivative tranSacCtions (*2).......cccuiriieriiiiie ittt 24 24 -

March 31,2011

Carrying value Fair value Difference

(Thousands of U.S. dollars)

(1) Cash on hand and iN DANKS .........cceiierierieieeeeese ettt ae e aesneereennes $ 89,252 $ 89,252 -
(2) Trade notes and accounts receivable (1) ........ccooiiiiiriiiii e 296,503 296,503 -
(3) Investments in securities

(@] (T Y=Y oT [ (=TS 12,986 12,986 -
(4) Trade notes and acCouNts PAYADIE........cc.eerieriiiriiieeee et (285,086) (285,086) -
(65 IS LT 1= ' [ Y- T TSN (248,267) (248,267) -
(B) Other accouNts PAY@ADIE ......c..eiiuiiiiiiie e (64,580) (64,580) -
(7) LONG-EEIMN TOBNS ...ttt ettt e et b e e e eenaeaenne s (249,162) (249,162) -
(8) Derivative tranSaCtiONS (F2).....ueeiceeeeriieeerireeeesieeesseeeessseeeesseeessseeeasseeeesaeeeeasseeesnnneeeans (737) (737) -

(*1) Amount is after deduction of general and individual allowance for doubtful accounts.
(*2) The values of assets and liabilities arising from derivatives are shown at net value, and with the amount in parentheses representing net liability position.
*  Amounts stated as liabilities are in parentheses.

Notes: (4) Trade notes and accounts payable, (5) Short-term loans and
Calculation of fair values of financial instruments, securities and (6) Other accounts payable
derivative transactions Since these items are settled in a short period of time, their car-
(1) Cash on hand and in banks and (2) Trade notes and accounts rying value approximates fair value.

receivable (7) Long-term loans

Since these items are settled in a short period of time, their car- Since floating rates of interest are applied to long-term loans, the

rying value approximates fair value. interest rates are changed periodically. Therefore, their carrying
(8) Investments in securities value approximates fair value.

The fair value is in accordance with market prices at security (8) Derivative transactions

exchange. Please refer to Note 2 (4)(c).
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10. Short-term and long-term debt

Short-term and long-term debt as of March 31, 2011 and 2010 consisted of the following:

March 31

2011 2010 2011
(Millions of yen) %%{'ﬁfgg‘js‘;f
SHOM-TEIMN IOANS ....euvieieeetie ettt ettt et e et et e et e e et eeteeeaeeeseeeseaenseeesseeaseassseeseesaneeseean ¥ 352 ¥ 1,624 $ 4,241
Current portion oOf 10NG-terM I0ANS .....ccoiuiiiiiiii e e 20,290 293 244,025
Current portion of long-term lease obligations.... 385 440 4,639
e 2= 1 IR g o g i (=Y g e (=] o | SRR 21,029 2,358 252,907
[Ie]qTe (ST o (o T o RSP OUURURTORN 20,717 44,239 249,162
Long-term lease obligations 349 264 4,208
Total [0NG-term debt...... oo e 21,067 44,503 253,370
¥42,096 ¥46,862 $506,277

The weighted-average rates for short-term loans, current portion of long-term loans and long-term loans as of March 31, 2011 were 1.79%,

1.61% and 0.94%, respectively.

The weighted-average rates for lease obligations were not presented because the amounts before deducting interest expenses were

booked on consolidated balance sheet.

The maturity of long-term debt from banks, insurance companies and lease companies is as follows.

Year ending March 31 (Millions of yen)

(Thousands of
U.S. dollars)

20 S ¥20,676 $ 248,665
20 S 453 5,458
20 S 387 4,660
20 S 20,106 241,810
20 S 80 970
As of March 31, 2011 and 2010, assets pledged as collateral for short-term and long-term loans are as follow:
March 31
2011 2010 2011

(Millions of yen)

(Thousands of
U.S. dollars)

¥334 ¥402 $4,020
1 6 14
90 101 1,090
¥426 ¥510 $5,125
Secured loans as of March 31, 2011 and 2010 are as follows:
March 31
2011 2010 2011
(Millions of yen) (Thousandss of
U.S. dollars)
£ ] T T =Ty T o - g TR ¥ 40 ¥ 43 $ 490
[ o] aTe B (=T ¢ [ Y=g I USSR PPRTRPTRPN 217 289 2,620
o) =TSSP OPPRSPRPRIN ¥258 ¥332 $3,110

11. Accrued retirement benefits to employees

Clarion changed its retirement benefit plan as of April 30, 2010 from
previous defined benefit plan and retirement lump sum grants to
defined benefit plan, retirement lump sum grants and defined contri-
bution pension plan.

Some of the domestic subsidiaries maintain tax qualified pen-

subsidiaries have defined contribution pension plans.

sion plans and employees’ severance indemnities plans as defined
benefit pension plans, and other domestic subsidiaries and some of
the overseas subsidiaries have employees’ severance indemnities
plans as defined benefit pension plans. In addition, some overseas



The funded status of retirement benefit plans as of March 31, 2011 and 2010 were as follows:

March 31
2011 2010 2011

(Millions of yen) (Thousands of

U.S. dollars)
Projected benefit 0blIGations ..........coiiiiiiiiiie e ¥(12,981) ¥(14,433) $(156,121)
Plan assets at fail VAIUE .........eeeiieiiciieeeie ettt e e e re e e e e e e nnreeeeeeean 2,608 2,419 31,373
Securities contributed to employee retirement benefit trust ..........cocoeiiiiiiniiiiinnee, 276 291 3,322
[0 01 {8 To [=To =) 7= (U O (10,096) (11,722) (121,426)
Unrecognized actuarial differenCes........cuiiiiiiiiiiiiie e e 238 1,298 2,866
Unrecognized prior service costs due to plan amendment............cooieeriiniiineniienieenne (16) 393 (196)
Accrued pension and SEVEranCe COSES.....oiiiiiiiiiiiii ettt s seee e ¥ (9,874) ¥(10,029) $(118,756)

Net periodic pension expense relating to the retirement benefits for the years ended March 31, 2011, 2010 and 2009 were as follows:

Year ended March 31

2011 2010 2009 2011

(Thousands of
U.S. dollars)

(Millions of yen)

SEIVICE COSL.uviuriiiuieiirieriesieieiesieteetestesee et sse s e saeste e e e saessensenseneeneesesseneeseenes ¥ 709 ¥ 883 ¥ 942 $ 8,527
INTEIEST COSt.. ittt e 262 285 350 3,159
Expected return on plan assets..........ccccceeeeeeieecieseeenen. (50) (50) (69) (602)
Amortization of unrecognized net obligation at transition...........c.cccecueenee. - 17 14 -
Amortization of unrecognized prior service costs due to plan amendment...... 13 44 44 164
Amortization of unrecognized actuarial difference.. 227 460 171 2,738
Net periodic PENSION EXPENSE .....ceeeerieeiiieeeiiieeeeiee e e e eeeeesaee e ennaee e 1,162 1,640 1,452 13,986

[0 3 T ) TSP TP RUPPRPR 119 — - 1,436
¥1,282 ¥1,640 ¥1,452 $15,422

* Other is contribution of annuity premium to defined contribution pension plan.

In addition to the above, extra employees’ severance indemnities of ¥141 million ($1,705 thousand), ¥51 million and ¥343 million were included
in additional severance costs for the periods ended March 31, 2011, 2010 and 2009, respectively.

Assumptions used in calculating the above information were as follows:

Year ended March 31

2011 2010 2009
DISCOUNT FAEES ...ttt ettt et e e e sttt e et e e e e st e e e e st e e e anneeeenneeeannes 1.6~2.0% 1.5~2.1% 2.0~2.3%
Expected rates of return on plan assets..........cccveiiiiiiiiiiciiiece e 2.0~2.1% 2.0~3.8% 2.0~4.0%
Amortization period for unrecognized prior service costs due to plan amendment ......... 13 years 13 years 13 years
Amortization period for unrecognized actuarial difference..........cccccovoiiiiiiiiiiiciiencees 7~13 years 7~15 years 7~15 years
Amortization period for unrecognized net obligation at transition............cccccceeiiiiiiniienns - 10 years 10 years

12. Shareholders’ equity

The Corporation Law of Japan provides that an amount equal to
10% of the amount to be disbursed as distributions of capital sur-
plus (other than the capital reserve) 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 25% of the capital stock account. Such distribu-
tions can be made at any time by resolution of the shareholders, or
by the Board of Directors if certain conditions are met, but neither
the capital reserve nor the legal reserve is available for distributions.

13. Revaluation of land used for business operations in accordance with the Land Revaluation Law

In accordance with Article 119 of 1998 Cabinet Order — Article 2-1
of the Enforcement Ordinance relating to the Land Revaluation
Law, revaluation is performed by the method of calculating land
value for the standard basis of land in accordance with the Law
for Government Appraisal of Land Prices. Under Article 2-4 of the
Enforcement Ordinance, revaluation is performed by using the
method of calculating land value for a taxable basis of the Land
Value Tax amounts along with reasonable adjustments, such as

shape of the land and accessibility, in accordance with the Article 16
of the Land-Holding Tax Law. This method is established and pub-
lished by the Director General of the National Tax Administration,
and the land is valued by the real estate appraiser in accordance
with Article 2-5. As a result, deferred income taxes on revaluation of
land is recorded as liabilities and net unrealized gain on revaluation
of land, net of tax, was recorded as a component of net assets.



17 1

As of March 31, 2011 and 2010, the differences between fair value and carrying amount after revaluation dated March 31, 2001 were as
follows:

March 31

2011 2010 2011

(Thousands of
U.S. dollars)

Difference between fair value and carrying amount after revaluation ............cc.ccoeeeiene ¥(1,195) ¥(1,148) $(14,382)

(Millions of yen)

14. Income taxes

Significant components of the Company’s deferred tax assets and liabilities as of March 31, 2011 and 2010 were as follows:

March 31
2011 2010 2011
Deferred tax assets: (Millions of yen) @g“ij,f,gisj’f
Net operating tax 10Ss CarryfOrwards..........oooeeiiiiiee i ¥ 9,126 ¥ 10,021 $ 109,754
Accrued pension and severance costs 4,040 4,041 48,594
Accrued Warranty COST .....oiiiiiiiiiee e n e e e 222 346 2,679
Loss on devaluation of inventories .............. 634 638 7,632
Loss on devaluation of marketable securities..........ccccceeeeeieiieiie e 507 488 6,101
ACCIUEA EXPENSES ... . ueeeieieeeieieeeteeesessasateeeeessasasseeeeeeesaasntereeesaaassssneeeessasassseneeessensnsnnns 660 877 7,946
Other account payable..........c........ 523 415 6,297
Allowance for doubtful @CCOUNTES ........oeiiiiiiiiiee e 44 68 539
Foreign tax credit CarryfOrward ...........coooiieiiie e 264 487 3,180
Accrued bonuses 701 493 8,437
(@1 3T PRSP 938 827 11,281
ST oL (o) - PSR UPPRTRRPRRPR 17,664 18,707 212,445
Deferred tax liabilities:
Depreciation 39 42 472
Other.......... 49 63 599
Sub-total 89 106 1,071
Less: Valuation @llOWANCE ......cc.ueeieieeieeeeciee et e e e e see e s e e e e e s e s e e e s e e e ennneeeenaeeennns (14,371) (15,257) (172,843)
Net deferred taX ASSEIS.....uuuiiiiiiiiiii e e e e e e e e e e e e e eeas ¥ 3,203 ¥ 3,343 $ 38,529

The differences between the Company’s statutory income tax rate and effective income tax rates reflected in the consolidated statements of
operations were reconciled as follows:

March 31

2011 2010
Statutory INCOME X FATE......ocuiiiiiiee et e e sn e nene s 40.7% 40.7%
Permanent AIiffErENCES .......uuiiiiie ettt e s ab e s a e e e s ne e s anee e nnaeas 8.6 11.0
Fixed levy of local iNhabitant taXeS.........cuiiiiiiiiiiiii e sre e 1.4 5.5
Valuation @lIOWEANCE.......cc.ueiiiiiiei ettt et e e e e et er e be e s n e e (19.1) (35.5)
Variance of effective tax rate between Clarion and the subsidiaries...........ccccociriiiiiiiiiiiiccceeee 5.0 6.5
Foreign inCome taX Credit .......oiiuiiiiieiie et ae e 9.1 (7.7)
L0 =Y OSSPSR P USSR (2.4) (1.6)
EffeCtive INCOME 1aX FAIES....iiiiiiiiitii ettt e et e s bt e s s bt e e snnee e e neeeennnees 43.3% 18.9%

15. Research and development expenses

Research and development expenses included in selling, general and administrative expenses for the years ended March 31, 2011, 2010 and
20009 totaled ¥142 million ($1,715 thousand), ¥86 million and ¥1,596 million, respectively.



16. Cash flow information

Reconciliations between cash and cash equivalents and cash on hand and in bank as of March 31, 2011 and 2010 were as follows:

March 31
2011 2010 2011
(Millions of yen) (Z’g“sﬂgsrs ‘)’f
[0F=11 s el gl aF=TaTo IF=TaTo M T T o = T 1= RS ¥7,421 ¥10,192 $ 89,252
Cash and cash eqUIVAIENTES ..........coiiiie e e e e e e e eanee e ¥7,421 ¥10,192 $ 89,252

The following assets and liabilities have been excluded from subsidiaries after the sales of common stock Clarion Mobile Com Co., Ltd. and
the sales amount of the common stock as follows:

March 31
2010
(Millions of yen)
CUIMTENT @SSEES .. tiie ettt e et e e st e e et e e e e aeee e saeeesanseeesseeeesnseeeeanneeenans ¥621
FIXEO @SSEES ..eeiiiieiiit ettt et e e sttt e e sttt e ettt e e ne e e e e ne e e e nne e e e nneeeeneen 153
(O T =Y L =T o 1= SRR (543)
FiX@A ADIIITIES .....veeeeeee et e e e e e nne e e nees 21)
Gain on sales of subsidiary Shares ..........ccociiiiiiiiiie e 190
Amounts of sales of subsidiary Shares ............ccoooiiiiiiiiiii e 400
Cash and cash QUIVAIENTS .........oii it eneee e (98)
Netting with cash and cash equivalents ...........ccceiiiiiiiiiiiii e ¥301
17. Leases

The Company, as a lessee, charges periodic lease payments for finance leases which do not transfer ownership of the leased property to the
lessee and have been entered into before April 1, 2008, to expense on payment. Such payments for the years ended March 31, 2011, 2010
and 2009 were ¥501 million ($6,030 thousand), ¥823 million and ¥1,282 million, respectively.

The amount of outstanding future lease payments for finance leases as of March 31, 2011 and 2010, excluding the interest thereon, are
summarized as follows:

March 31
2011 2010 2011
(Millions of yen) (Thousands ‘)’f
Future lease payments:
DUE WIthiN ONE YEAI......cveuiieeuiieieieeieeieiete st sese et sae et et se st e e s sesessese s esansssenesns ¥317 ¥ 477 $ 3,819
DUE @ftEI ONE YA ... .eiiiiitie ettt ettt ettt en e s e e e 248 550 2,992
L] =Y OO P TR ¥ 566 ¥1,027 $ 6,811

Pro forma information as of and for the years ended March 31, 2011 and 2010 relating to acquisition cost, accumulated depreciation,
depreciation expense and interest expense for property held under finance leases which do not transfer ownership of the leased property
to the lessee and have been entered into before April 1, 2008, if finance lease accounting had been applied to finance leases currently
accounted for as operating leases are as follows:

March 31

2011 2010 2011

(Thousands of

(Millions of yen) U.S. dollars)

Yoo [ =) 1o g o o1 PSRN ¥ 3,521 ¥4,252 $42,352
Accumulated dePreCiation .........icccuieeiiei e e s (3,008) (3,334) (36,181)
LI [= 3 o ToTo T QY 0T PP ¥ 513 ¥ 917 $ 6,170
(D =T o= Yot PN a0 ] g I o =Y 1T PRSP ¥ 410 ¥ 679 $ 4,936
LS (TS A= 01T 7= PR ¥ 45 Y 117 $ 548

Depreciation is calculated based on the straight-line method over the lease term of the assets with no residual value. Interest expense
on leased assets is calculated as the difference between the total lease payments and the assumed acquisition cost for the asset and is
allocated over the lease term using the effective interest method.



Future lease obligations for non-cancelable operating leases at March 31, 2011 and 2010 follow:

March 31
2011 2010 2011

(Thousands of
U.S. dollars)

(Millions of yen)

DUE WIthiN ONE VB ....c.eeuieueitieieteeeeee e ste e e e te st e e a e e sessessesaeseesessessessansenseseesensens ¥ 274 ¥ 311 $ 3,300
DUE @ftEI ONE YA ... ettt ettt ettt b e ae e e be e sneennee s 406 561 4,890
o] 7= ST USROS RPN ¥ 681 ¥ 872 $ 8,191

18. Asset retirement obligations
Information on asset retirement obligations on the consolidated balance sheets as of March 31, 2011 is as follows:

(a) Outline of asset retirement obligations:
The scope of the obligations is the duty to restore facilities in line with the real estate contracts for land and buildings used for business
activities.

(b) Calculation method of the obligations:
The Company calculates the amounts of the obligations over the estimated useful lives of 8 to 24 years from acquisition and with discount

rates ranging from 0.1 to 1.9%

(c) Changes in the asset retirement obligations for the year ended March 31, 2011 are as follows:.

March 31
2011 2011

(Thousands of
U.S. dollars)

(Millions of yen)

Balance at March 31, 2010 ¥178 $ 2,147
ACCIELION EXPENSE.....oiiiiiitieiie ittt sttt b e s sr e s sb e s ne e ne e 1 14
(@13 T=Y TP P PR URPP (40) (481)

Balance at March 31, 2011. ¥139 $ 1,681

Balance at March 31, 2010 represents the beginning balance based on application of “Accounting Standard for Asset Retirement
Obligations” (ASBJ Statement No. 18) and its implementation guidance (ASBJ Guidance No. 21).

19. Segment information

(1) Information by reportable segment
Sales of the Company classified by reportable segment for the years ended March 31, 2011, 2010 and 2009, respectively, are summarized as

follows:
Year ended March 31, 2011
Asia and Consolidated
Japan Americas (*1) Australia (*2) Europe (*3) Adjustments total
(Millions of yen)

Sales to outside customers ........ ¥ 93,089 ¥ 59,611 ¥ 13,963 ¥ 11,653 ¥ - ¥178,318
Inter-segment sales..........ccceeeunee 46,250 636 29,408 183 (76,479) -

Total sales.......ccocevviieiiiciniennns 139,340 60,248 43,371 11,837 (76,479) 178,318
Segment income/(l0ss)................ ¥ 2,967 ¥ 1,898 ¥ 116 ¥ (106) ¥ 59 ¥ 4,936
Segment assets.......cccveceeerineenne ¥104,038 ¥ 22,610 ¥ 15,842 ¥ 7,846 ¥ (46,568) ¥103,769

Year ended March 31, 2010

Asia and Consolidated
Japan Americas (*1) Australia (*2) Europe (*3) Adjustments total

(Millions of yen)

Sales to outside customers ........ ¥ 93,892 ¥ 55,499 ¥ 11,886 ¥ 13,482 ¥ — ¥174,762
Inter-segment sales..........ccceeeuneen 41,886 895 22,056 304 (65,143) -

Total sales......cccceevveeieineeenenne 135,779 56,395 33,943 13,787 (65,143) 174,762
Segment income/(loss).. . ¥ (340) ¥ 1,519 ¥ 56 ¥  (643) ¥ 32 ¥ 624
Segment assets......ccoceeveeriieeneen. ¥109,889 ¥ 24,080 ¥ 16,787 ¥ 8,562 ¥ (46,605) ¥112,714
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Year ended March 31, 2009

Asia and Consolidated
Japan Americas (*1) Australia (*2) Europe (*3) Adjustments total

(Millions of yen)

Sales to outside customers ........ ¥105,991 ¥46,440 ¥12,461 ¥16,661 ¥ — ¥181,554
Inter-segment sales.........cccceeueeen 31,689 1,192 37,200 365 (70,448) —

Total salesS.....ccooeverieeeeiiiieeenes 137,681 47,632 49,661 17,027 (70,448) 181,554
Segment (loss)/income.. ¥ (11,987) ¥ 12 ¥ (74) ¥ (208) ¥ (192 ¥ (12,449)
Segment assets......ccoccevveeveeennen. ¥113,453 ¥23,463 ¥14,958 ¥ 8,719 ¥(42,954) ¥117,641

Year ended March 31, 2011

Asia and Consolidated
Japan Americas (*1) Australia (*2) Europe (*3) Adjustments total

(Thousands of U.S. dollars)

Sales to outside customers ........ $1,119,542 $ 716,911 $ 167,932 $ 140,154 $ - $2,144,541
Inter-segment sales.........cccceeueee 556,234 7,658 353,675 2,212 (919,780) —

Total sales.....ccccceveeeeecciiieeeeenn. 1,675,776 724,570 521,607 142,367 (919,780) 2,144,541
Segment income/(l0ss)................ $ 35,686 $ 22,833 $ 1,406 $ (1,277) $ 715 $ 59,364
Segment assets......ccocevveeieennnen. $1,251,215 $ 271,925 $ 190,534 $ 94,361 $ (560,055) $1,247,981
Notes:

(*1) Americas: U.S.A., Canada, Mexico and Brazil

(*2) Asia and Australia: People’s Republic of China, Taiwan R.O.C., Malaysia, Philippines and Australia

(“3) Europe: France, Germany, U.K. and Hungary

Corporate assets included in “Adjustments” mainly consist of investments in securities. Such investments in securities for the years ended
March 31, 2011, 2010 and 2009 were ¥173 million ($2,090 thousand), ¥243 million and ¥246 million, respectively.

(2) Information by product and service

The Company principally provides the following products and services.

(a) Car audio-visual equipment: Car navigation systems, car audio equipment, car multimedia equipment, and peripheral devices

(b) Special equipment: Audio and visual equipment for public transportation, bus location systems, and CCD (Charged-Coupled Devices)
surrounding view cameras

(c) Other: SS (Spread Spectrum) wireless communication equipment, EMS (Electronics Manufacturing Service) business, and other.

Sales by product and service for the years ended March 31, 2011, 2010 and 2009 are as follows:

Year ended March 31

2011 2010 2009 2011
(Millions of yen) @g”fgzsrsjf
Product and service:
Car audio-visual €qUIPMENT .......cccueeiiiieeeiee e ¥161,605 ¥156,372 ¥157,552 $1,943,535
Special EQUIPMENT.......cooi e 7,798 7,685 8,982 93,786
Ot N e e 8,915 10,704 15,018 107,218
Consolidated Net SAIES.........cccvviieiiiecceeeee e ¥178,318 ¥174,762 ¥181,554 $2,144,541

(3) Information on sales by region

Information on sales by the region categorized as Japan, Americas, Asia and Australia and Europe, for the year ended March 31, 2011, 2010
and 2009 are as follows:

Sales by region are classified based on areas in which significant customers are located.

Year ended March 31

2011 2010 2009 2011
(Millions of yen) (Z’g“fggsrsj’f
JAPAN .o ¥ 91,663 ¥ 92,852 ¥ 99,894 $1,102,386
N0 =Y oz LRSI 59,619 55,505 46,511 717,014
ASia AN AUSEAlIA....ceceeieiieie e 15,385 12,919 13,627 185,038
U] o1 TSRO 11,649 13,485 21,520 140,101
Consolidated NEt SAIES......c.ueiiiiiiii i ¥178,318 ¥174,762 ¥181,554 $2,144,541
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20. Selling, general and administrative expenses

An analysis of selling, general and administrative expenses for the years ended March 31, 2011, 2010 and 2009 are as follows:

Year ended March 31

2011 2010 2009 2011
(Millions of yen) @g"f‘f’gﬁs‘)’f
Payroll COSES ....viiiiiiiiiiiit e s ¥ 7,019 ¥ 7,710 ¥ 9,631 $ 84,415
Provision for DONUSES...........cccciviiiiiiiii 480 393 598 5,779
PENSION EXPENSES ..ottt 491 557 564 5,906
Freight OUL ...ooeee e 3,349 3,220 3,479 40,281
Provision for retirement benefit for directors and corporate auditors.......... - — 33 —
Provision for doubtful accounts............cccviciiiiiiiiin - 68 55 —
(043 T PP PPURPRPRROPPI 12,395 12,585 17,990 149,071
TOMAL e e ¥23,735 ¥24 537 ¥32,354 $ 285,454
21. Loss on disaster
Loss on disaster due to the Great East Japan Earthquake for the year ended March 31, 2011 is as follows:
Year ended March 31
2011 2011
(Millions of yen) qj’g“fggfsj’f
Loss on destruction of INVENTOry .........ccccieiiiiiiiiiiiieeeee e ¥ 426 $ 5,128
Estimated amount of the restoration cost
for the property, plant and equipment ..o 384 4,621
371 4,471
¥1,182 $ 14,221
22. Transactions with related parties
Year ended March 31, 2011:
Category Name Ownership of Voting Rights/% Relationship

Parent Company Hitachi, Ltd. Hitachi: 64.01% Loans receivable and
loans through Hitachi’s

pooling system
Description of Transaction Amount of Transaction Subject Balance at the end of period

(Thousands of

(Millions of yen) U.S. dollars)

(Thousands of

(Millions of yen) U.S. dollars)

Lending fund ......c.cceeuvecvecreennnnee. ¥ 1,042 $ 12,536 Short-term loans receivable........ ¥ 1,062 $ 12,779
Borrowing of fund.... ¥ - $ - Long-term loans ¥ 20,000 $ 240,529
Interest expense.....c.ccveeeieeennns ¥ 177 $ 2,134 Accrued expenses ¥ 0 $ 5

Consumption tax was not included in the amount of transaction but included in the balance at the end of period stated in above information.
Short-term loans receivable and long-term loans were made under the Hitachi’s pooling system and the transaction amount shown above
represents the amount of increase and decrease in the short-term loans receivable and short-term loans balance as of March 31, 2011
compared with that as of March 31, 2010. The interest rate is decided in consideration for a market interest rate reasonably.

Category Name

Ownership of Voting Rights/%

Relationship

Fellow subsidiary Hitachi Capital Corp. -

Factoring service

Description of Transaction

Amount of Transaction Subject

Balance at the end of period

(Thousands of
U.S. dollars)

$164,490

(Millions of yen)

Factoring ......coeeeveeeveieeeeeeees ¥13,677

Notes and accounts payable.......

(Thousands of
U.S. dollars)

$ 48,256

(Millions of yen)

¥ 4,012

Consumption tax was not included in the amount of transaction but included in the balance at the end of period stated in above information.
The Company’s notes and accounts payable were settled by using a factoring method based on the basic agreement entered into by the

Company, its customers and Hitachi Capital Corporation.
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Year ended March 31, 2010:

Category Name

Ownership of Voting Rights/%

Relationship

Parent Company Hitachi, Ltd.

Hitachi: 64.01%

Loans receivable and
loans through Hitachi’s
pooling system

Description of Transaction Amount of Transaction

Subject

Balance at the end of period

(Millions of yen)

Lending fund .......cccooeiieeiiiiennns ¥ (1,505)
Borrowing of fund.........ccccceeuee. ¥ -
Interest expense.........c.cceeeeenee ¥ 215

Short-term loans receivable........
Long-term loans.........cccoeveeeuenne
Accrued expenses..........ccceeeeueeen.

(Millions of yen)

¥ 20
¥ 20,000
¥ 0

Consumption tax was not included in the amount of transaction but included in the balance at the end of period stated in above information.
Short-term loans receivable and long-term loans were made under the Hitachi’s pooling system and the transaction amount shown above
represents the amount of increase and decrease in the short-term loans receivable and short-term loans balance as of March 31, 2010
compared with that as of March 31, 2009. The interest rate is decided in consideration for a market interest rate reasonably.

Category Name

Ownership of Voting Rights/%

Relationship

Fellow subsidiary Hitachi Capital Corp.

Factoring service

Description of Transaction Amount of Transaction

Subject

Balance at the end of period

(Millions of yen)

Factoring .....cccoveveeenieniieeieiees ¥ 12,997

Notes and accounts payable.......

(Millions of yen)

¥ 4,553

Category Name

Ownership of Voting Rights/%

Relationship

Fellow subsidiary Hitachi America Capital Ltd.

- Loans receivable though Hitachi

group pooling system

Description of Transaction Amount of Transaction

Subject

Balance at the end of period

(Millions of yen)

Short-term loans receivable.........

(Millions of yen)

¥1,302

Lending of fund ........ccceeieieeennnn. ¥ 1,302

Consumption tax was not included in the amount of transaction but included in the balance at the end of period stated in above information.

The Company’s notes and accounts payable were settled by using a factoring method based on the basic agreement entered into by the
Company, its customers and Hitachi Capital Corporation.

Short-term loans receivable was made under the pooling system and the transaction amount shown above represents the amount of
increase and decrease in the short-term loans receivable and short-term loans balance as of March 31, 2010 compared with that as of March
31, 2009. The interest rate is decided in consideration for a market interest rate reasonably.

The Company has participated in the Hitachi’s pooling system since December 2006.

23. Amounts per share

Net income/(loss) per share for the years ended March 31, 2011, 2010 and 2009 and net assets per share as of March 31, 2011 and 2010 are
as follows:

Year ended March 31

2011 2010 2009 2011
Net income/(loss) per share: (ven) (U.S. dollars)
BaSIC .veauiieiie ettt et neeanraeas ¥ 490 ¥ 1.95 ¥ (70.85) $ 0.06
[0 = P PO UURRRRRRRY - — — -

March 31

2011 2010 2011
(Yen) (U.S. dollars)
Net aSSetS PEr SNAIE .......eeiieiieeee e ¥ 30.27 ¥ 32.34 $ 0.36

Diluted net income per share is not disclosed because Clarion had no potentially dilutive shares.
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— Ernst & Y hinNi

El ERNST & YOUNG i
2-2-3, Uchisaiwai-cho
Chiyoda-ku, Tokyo, Japan 100-0011

Tel:+81 33503 1100
Fax: +81 3 3503 1197

Report of Independent Auditors

The Board of Directors
Clarion Co., Ltd.

We have audited the accompanying consolidated balance sheets of Clarion Co., Ltd. and
consolidated subsidiaries as of March 31, 2011 and 2010, and the related consolidated
statements of operations, comprehensive income, changes in net assets, and cash flows for
each of the three years in the period ended March 31, 2011 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 Clarion Co., Ltd. and consolidated
subsidiaries at March 31, 2011 and 2010, and the consolidated results of their operations
and their cash flows for each of the three years in the period ended March 31, 2011 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, 2011 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 4.

W? yami Sﬁwu/\/éjm LLC

June 24, 2011



Clarion Co., Ltd.



