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Reliable solutions

Reliable solutions.
This corporate statement embodies the Hitachi Construction Machinery
Group’s vision for success.

We are committed to exceeding customer expectations by continually
delivering solutions that create value for customers by packaging
together our products and services in a way that solves the challenges
our customers and society face.

| Editorial Policy

From fiscal 2011, we consolidated our Annual Report, which
reported our management strategy and financial statements,
and our CSR Report, which reported Environment, Social, and
Governance (ESG) information, to produce a comprehensive
CSR & Financial Report. We did this to provide a clear overall
view of the activities of the Hitachi Construction Machinery
Group as it aims at the integrated advancement of our growth
strategies and CSR management as a corporate group. In this
FY 2018 CSR & Financial Report, we have highlighted the areas
described below to allow our stakeholders to gain a clearer
understanding of the Hitachi Construction Machinery Group’s
corporate management.

* Concerning predictions, forecasts, and plans for the future
This report contains not only factual information about the HCM
Group’s past and present, but also predictions, forecasts, and
plans for the future. The information contained in these predictions,
forecasts, and plans was determined based on assumptions made
at the time this report was compiled and printed, and may include
uncertainties. As such, while it is possible that the results or events
of future business activities might differ from the information written
in this report, the HCM Group takes no responsibility for those
situations. We hope the readers of this report will be cognizant of
this point.

| HCM’s Disclosure Media

CSR & Financial Report

This report comprehensively covers the HCM
Group’s management strategy as well as
financial and non-financial (ESG) information.

Corporate Governance Report
This report provides information about the HCM
Group’s basic approach to corporate governance
and capital structure, among other topics.

TIERRA* (magazine)

This seasonal magazine is published to educate
stakeholders about the HCM Group’s activities
both inside and outside Japan.

Reporting Period

April 1, 2017 - March 31, 2018

(Some of the information included is from after April
1,2018.)

Reporting Organizations

Consolidated subsidiaries of the HCM Group

Scope of performance data

Financial Report:
Consolidated subsidiaries and affiliates of the HCM
Group

Non-financial Report (Environment):
Hitachi Construction Machinery Co., Ltd. and its
consolidated subsidiaries

Non-financial Report (Society):
Hitachi Construction Machinery Co., Ltd. and some
of its consolidated subsidiaries and affiliates

Guidelines used for reference

This report and HCM’s corporate website “Environ-
ment / CSR” are prepared following the Core option
of the Global Reporting Initiative (GRI) Standards.

Next scheduled release
Scheduled for release in June 2019

Information for shareholders
and investors (corporate website)

https://www.hitachicm.com/global/investor-relations/

HCM’s corporate website publishes earnings
information and IR news in a timely manner and
features information for individual investors
along with various IR documents.

CSR activities (corporate website)
https://www.hitachicm.com/global/environment-csr/
csr-en/

HCM’s corporate website features activities not
appearing in this report along with more
comprehensive performance data.

Environmental activities

(corporate website)
https://www.hitachicm.com/global/environment-csr/

environmental-activities/

HCM'’s corporate website provides in-depth
information about its environmental manage-
ment system and various information on
environmental performance.
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The HCM Group incorporates the SDGs into its man-
agement strategy and actively engages in CSR ac-
tivities with the achievement of a sustainable society
one of management’s top priorities.

i

Autonomous Haulage )10}

System for Dump Trucks

Solution Linkage

(& @ [oi—m)

We deliver ICT/loT-based solutions that help to im-
prove safety, improve productivity, and reduce life
cycle costs together with customers.

Utilization of ICT Demo Site J)

b)) &)
Hybrid Hydraulic Excavators ‘iﬁ

We help to reduce environmental impacts through
the development of new models of hybrid hydraulic
excavators with much greater fuel economy than
conventional models.

Contributing to Community )
Development

We are pushing ahead with initiatives for the com-
mercialization of an autonomous haulage system
(AHS) for dump trucks that improves site safety and
increases productivity.

Enhancing Technical yAWA
Capabilities Globally =

k
r

We are improving technical capabilities at our sites
around the world through such initiatives as the Hita-
chi Construction Machinery Group International
Skills Competition.

We opened our second ICT Demonstration Site in
Kagawa Prefecture. We are now working to raise
awareness about the Ministry of Land, Infrastructure,
Transport and Tourism’s i-Construction initiative and
further popularize and develop ICT Construction
solutions.

Initiatives for Work
Style Reform

I
M
u‘?l-

We are working to create workplaces where employ-
ees can continue working with enthusiasm and
drive. This includes making work styles more flexible
and reducing overwork.

We are contributing to community development in a
number of countries from various perspectives, in-
cluding our activities in Cambodia that began in
2007.

CSR Management in )
the Supply Chain ‘;Ié

We are promoting CSR activities across the entire
supply chain, including at suppliers, so that we can
fulfill our responsibilities to the international commu-
nity.
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Our Goals

Construction machinery is truly indispensable for the construction of social infrastructure and development of industries.

Our creation of construction machinery that deliver high quality, performance and reliability plays a key role in society’s
development. Under its shared global vision, the HCM Group is working on value creation to maximize business value
together with environmental and social value for everyone who is part of the society we aim to achieve.

M The HCM Group’s Philosophy

Hitachi Construction Machinery’s Vision

4 -4 (
“Toward the richness of Earth and prosperous communities in the future...”
Hitachi Construction Machinery is contributing
toithe,creation of comfo:‘table living;spaces:
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HCM Group Codes of Conduct

[Harmony] [Sincerity] [Pioneering Spirit]

|

Our corporate vision embodies the HCM Group’s vision for success. To achieve this, we have established the cor-
porate statement “Reliable solutions” and the “Kenkijin Spirit,” which codifies the shared values and code of con-
duct for HCM Group employees.The Hitachi Construction Machinery Group Codes of Conduct forms the founda-
tion for all of these. The code contains guidelines that the HCM Group must abide by as a good corporate citizen,
able to quickly and correctly identify the needs of society which are constantly changing.

5 CSR & Financial Report 2018

I Main Products and Services

The HCM Group offers a truly broad range of products and services, from construction machinery with world leading performance and

quality to services supporting customers’ businesses. Through our products and services we are helping to achieve a sustainable

society.

Mining machinery

Ultra-large hydraulic excavators Rigid dump trucks

Construction machinery

& B

Wheeled hydraulic Road machines Wheel loaders

excavators
! t I i
Hydraulic excavators including hybrid

and ICT hydraulic excavators Applied products Mini excavators

ﬁ HE PARTS
& INTERNATIONAL

y £

BRADKEN

Safe operation support solutions for mines “ConSite” service solutions powered by ICT Providing after-sales parts development, manu-
facturing, sales and service solutions for mining

facilities and equipment

CSR & Financial Report 2018
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| Integrating Management Strategy and Sustainability

The world today continues to face myriad social and environ-
mental issues that remain unresolved. These include worsening
global warming, water shortages and growing economic dispar-
ities caused by globalization. Given this, companies are expect-
ed to play an even greater role in building a sustainable
society.

In September 2015, the United Nations adopted the Sus-
tainable Development Goals (SDGs*), which represent a com-
mon set of targets for the international community to achieve by
2030. The SDGs call for companies to be one of the key actors
in achieving the 17 goals and 169 targets.

The HCM Group believes its own businesses play an import-
ant role in attaining the SDGs. We will continue to exert our best
efforts to attain the SDGs while cooperating with customers,
suppliers and partners in various aspects, including the provision
of products and services centered on construction machinery.

In recent years, the investment community, too, now re-

B CSR roadmap

The HCM Group aims to achieve sustainable growth and en-
hance its corporate value by integrating CSR measures with
management strategies to thereby contribute to solving social
issues through core business operations.

Integrating CSR into management

quires companies to think from a long-term and sustainable
perspective. The HCM Group views CSR as a method of sus-
tainable development that companies can employ to enhance
their corporate value in the medium to long term, by helping to
resolve social issues through their core operations and has es-
tablished medium- to long-term CSR goals. Based on this ap-
proach, we will pursue both corporate value and social value
simultaneously with the goal of building a sustainable society.

* SDGs (Sustainable Development Goals):

A continuation and development of the Millennium Development Goals (MDGs)
whose deadline was in 2015, adopted by the United Nations General Assembly in
September of 2015 as The 2030 Agenda for Sustainable Development. These are
specific guidelines for action for advanced and developing countries that stipulate
responsibility for poverty, famine, discrimination, climate change, and biodiversity.

Realizing the
sustainable

society that the
HCM group aspires
to come true

2030 CSV* GOAL

Corporate target

¢ Reflect CSR actions into the

Identifying Materiality™

next mid-term management plan

Curb CO2 emissions
via products: Reduce by

eDisclose goals and targets,

and information on progress A 3 3 %

e Establish framework to integrate
CSR into management strategies

¢ Create 8 key CSR initiative themes

* Materiality:

Issues that could potentially have substantial impact on an organization’s performance

At present

Previous mid-term management plan

towards their achievement

Target for solutions

Improve safety and productivity,
reduce life cycle cost

*(Creating Shared Value (CSV):
An approach to management that seeks to
create both social value and economic value.

ing medium/long-term goals

Current mid-term management plan

6” FY2017 - FY2019 “CONNECT TOGETHER 2019”
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Our Goals

| Sustainability Issues and Key Initiative Themes

In FY2015, the HCM Group, along with outside experts and
other external stakeholders, analyzed key CSR themes as a step
toward achieving its goal for further growth. Taking into account
recent trends in the global society at the time, we pinpointed 40
social issues, which we believed had a strong correlation with

assessed them based using two parameters; their significance
to HCM Group businesses and the expectations the public has
of the HCM Group. From this we were able to define eight CSR
initiative themes that factored in the opportunities and risks of
each issue.

our business operations. We mapped out these issues and

B Mapping of materiality topics examined and identified by the HCM Group

10 . ) N Build trust with stakeholders via two-way communications
Put out information on sustainability
L]
9 Integrate risk management based on dimensions of ESG
Strategic social contribution [ Prevent global warming
- related to the mining business i Focus both on profitability/efficiency and sustainability
Conservation of ecosystems K3 Integration of corporate @ )
) .‘ management and CSR | [y— T eenEeEns
Fair sales Management transparency . nvironmentally conscious
8 partnerships [ Environmentally conscious Full-fledged BCP
Curb GHG emissions from the transport of © SquHers and proddetonlst
large construction machinery human rights ] L] Recycle resources
" Grasp and address Corporate branding through social innovati
7 Proper disposal and recycling of construction waste environmental
. b
’ X §nd social trends %oca\ rocuremeT.t’ capabilities for local issues
Community development via global operations ® Marketing activities taking Ensure quality and safety,
Fair procurement @ o— ° ° ° mto_ac_ ount solutions for anjd der glop technologies to
6 ‘ Fair work environment ocial issue: differentiate from peer
. . ° "
Falr tex strategies @ Employee awareness| of sustainability . Develop and utilize local personnel
Reinforce global governance
Branding of environmental performance
S ) . ) ® Management of R&D and customer information
Provide acclrate information
9 on products and services Localization of management
.
o 4 Utilize ICT and customer information management
@
x
3 Occupational health and safety measures Diverse global personnel management
Q
Z
5}
>
2]
40 5.0 60 7.0 8.0 9.0 10

Correlatioplsitilelgbiisinessionatations I Topics connected with the three CSV themes

After creating a materiality map, we systematically reviewed each topic and came up with eight key
initiative themes. Those matters of particular importance are positioned as CSV themes, which aim to link
business growth with the solving of social issues. The other topics which are essential to implementing

CSV themes were positioned as basic themes.

M 8 Key Initiative Themes

3 CSV themes

Three themes having high social
expectations and a high level of cor-
relation with our business operations

Resolving global

environmental issues

Enhancing initiatives to
increase social infrastructure
workforce

Contributing to community
development

Pursuing safe, effective, and sophisticated products and working environments

5 base themes

Five themes that provide the foun-
dation for our three CSV themes

Occupational safety,
work style reform

Developing human resources
globally and locally

Creating better business
transactions and value chains

Governance

CSR & Financial Report 2018
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| Our approach towards SDGs

At the United Nations Sustainable Development Summit 2015,
held in September, more than 150 UN member nations agreed
on universal sustainable development goals.

Undertaking SDGs is not only a way to improve corporate
value but a valid approach to strengthen stakeholder relations.
Moreover, each SDG has an extremely close affinity to the HCM
Group’s eight key initiative themes. Therefore, the HCM Group
has scrutinized the relationship between its corporate activities
and the SDGs to take action as part of its sustainable growth
strategy capitalizing on its own strengths.

B Process for setting medium/long-term goals

STEP1

Understanding SDGs

We plan to uncover the opportunities and risks for our business
operations by analyzing the details of the 17 goals and 169 tar-
gets for sustainable development.

‘<

STEP2

Defining priorities

We hold cross-functional in-house workshops for establishing
medium- to long-term targets for key CSR themes, which are
selected for their close correlation between our businesses and
the targets of the SDGs.

STEP3

‘<

Setting goals

We look to establish goals and KPIs based on designated areas
of impact, which we will identify by mapping the sustainable
development goal issues related to the value chain.

STEP4

‘<

Integrating

The goals we set will be incorporated into goals at the division
level and sustainability will be integrated into corporate strate-
gies and governance.

GOODHEALTH QUALITY CLEANWATER

1 NO 5 GENDER
POVERTY ANDWELL-BEING EDUGATION EQUALITY AND SANITATION

DECENT WORK AND 9 INDUSTRY, INNOVATION 1 u REDUCED ‘SUSTAINABLECITIES RESPONSIBLE
ECONOMIC GROWTH INEQUALITIES CCONSUMPTION
ANDPRODUCTION

| Key issues in the value chain

Our Goals

Construction machinery manufactured by the HCM Group is
used in a variety of situations in society. This includes resource
development at mines, development of social infrastructures,
and in the agriculture, forestry, and livestock industries. It is now
important that we clarify the correlation with sustainability issues

environment and society throughout the entire value chain by
grasping an understanding of areas of impact, and analyzing the
corresponding sustainable development goals and targets, and
clarifying what initiatives are necessary for the group.

We plan to disclose information on the progress we are

‘<

STEPS

Reporting and communicating

We plan to regularly report to stakeholders on our progress and

level of achievement to attain more in-depth communications.

CSR & Financial Report 2018
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B The Sustainable Development Goals

Goal 9

Goal 10

Goal 11

Goal 12

Goal 13

Goal 14

Goal 15

Goal 16

Goal 17

End poverty in all its forms everywhere

End hunger, achieve food security and improved nutrition and
promote sustainable agriculture

Ensure healthy lives and promote well-being for all at all ages

Ensure inclusive and equitable quality education and promote
lifelong learning opportunities for all

Achieve gender equality and empower all women and girls

Ensure availability and sustainable management of water and
sanitation for all

Ensure access to affordable, reliable, sustainable and modern
energy for all

Promote sustained, inclusive and sustainable economic
growth, full and productive employment and decent work for
all

Build resilient infrastructure, promote inclusive and sustainable
industrialization and foster innovation

Reduce inequality within and among countries

Make cities and human settlements inclusive, safe, resilient
and sustainable

Ensure sustainable consumption and production patterns

Take urgent action to combat climate change and its impacts

Conserve and sustainably use the oceans, seas and marine
resources for sustainable development

Protect, restore and promote sustainable use of terrestrial eco-
systems, sustainably manage forests, combat desertification,
and halt and reverse land degradation and halt biodiversity
loss

throughout the value chain from the production and transport of making towards SDGs in our value chain. We also aim to imple-
construction machinery to their disposal, and not simply during ment activities to achieve these goals while cooperating with
use. various stakeholders.

We assess the impact of our business operations to the

M Mapping the SDGs against the value chain

QUALITY DEGENT WORK AND DEGENT WORK AND 9 INDUSTRY, NNOVATION
EDUCATION ECONOMICGROWTH ECONOMICGROWTH ANDNFRASTRUCTURE
Opportunities to acquire  Introduction of Decent work ICT solutions Build urban public

works infrastructure

13 v

technologies and training  clean energy

13 CLIMATE 17 PARTNERSHIPS
ACTION FORTHE GOALS

(simplify operations)

QUALITY
EDUCATION

Actions that increase positive

impacts of SDGs Development of clean  Passing down and Employ computer-aided Development of clean
™ X technologies and transfer of construction technologies and
Opportunities to acquire environmentally-conscious  technologies for infrastructure projects  environmentally-conscious
technologies and training technologies globally and respond to disasters technologies

REWANECEET Suppliers ‘ Inbound logistics ‘ Company operations Distribution Product use ‘ Product end life

DECENT WORK AND GENDER
ECONOMIC GROWTH EQUALITY

15 oo

RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

O ¢

CLEANWATER
AND SANITATION

GENDER
EQUALITY

Activities that minimize
negative impacts of SDGs

of I @

Equal labor and wages, Gender equality Conservation of  Reuse and recycle
elimination of Reduce waste and Reduce Gender equality ~ Conservation ecosystems products
forced and child labor, use of chemical water risks of ecosystems
benefits for immigrant workers substances

* The value chain categories above are the same in the SDG Compass recommended in the UN Global Compact

B The SDGs strongly connected with our CSV themes

CSV theme 1 CSV theme 2 CSV theme 3

Resolving global environmental issues Enhancing initiatives to increase social infrastructure

workforce

Contributing to community development

CLMATE Global greenhouse gas (GHG) emis-
13 ACTION sions are trending upward. At present,
the amounts of GHG emissions are

increasing by more than 50% in com-
parison to levels in 1990°". We aim
to address global climate change by

working with suppliers and custom-

The purpose of the SDGs is to attain
decent work that is worthwhile and full
and productive employment for all men
and women by 2030. To this end, we
aim to support local hiring and develop-
ment through our construction machin-
ery business by accurately grasping the

Technological advances are important
INDUSTRY. INNOVATION i H DECENT WORK AND
9 ANDINFRASTRUCTURE for findings sustainable solutions to ECONOMIC GROWTH

issues from both an economic and

environmental standpoint. This includes
providing new employment opportu-
nities and improving energy efficiency. ‘

The construction machinery knowhow

Promote peaceful and inclusive societies for sustainable de-
velopment provide access to justice for all and build effective,
accountable and inclusive institutions at all levels

Strengthens the means of implementation and revitalize the
global partnership for sustainable development

ers to develop more sophisticated
environmentally-conscious products
and activities to reduce environmental
impact.

and technologies we have cultivated
since the founding of our company are
closely tied in with the creation of a
foundation (base) for industry and tech-
nological innovations.

needs of the local community.

11 AlIIIllIs

The sharp growth of cities in emerging PARTNERSHIPS We need to revitalize our global partner-
economies presents a variety of issues, 1 FORTHE GOALS ships to achieve the UN’s sustainable

including the lack of engineers to support development goals and targets. We aim

the social infrastructure. We aim to con- to further strengthen collaborations with
tribute to sustainable urban development external organizations by leveraging the
A — in both emerging and advanced econ-
n E omies, mainly through energy-saving
technologies and solutions for optimizing

operations in the frontlines.

comprehensive capabilities of the Hi-
tachi Group, to undertake initiatives for
the realization of a sustainable society.

“ Source: United Nations Development Programme website
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History of Value Creation

HCM’s roots can be traced back to 1950 when Hitachi, Ltd. began the full-scale supply of mechanical excavators

to markets. Later, HCM was spun off from Hitachi, Ltd. As an independent company, we worked toward the evolution of

construction machinery based on our leading technical capabilities. HCM also established a global service system so that

customers can operate their machinery in the best possible condition.

Hitachi Founding Spirit

Harmony

The willingness to respect the opinions of
others and discuss matters in a manner that
is thorough and frank, but fair and impartial,
and once a conclusion has been reached, to
cooperate and work together to achieve a
common goal.

Sincerity

To act with a sense of ownership and hon-
esty at all times and never pass the buck.
The spirit to meet society’s expectations and
generate credibility for Hitachi.

Pioneering Spirit

To work creatively, using novel approaches to
enter new areas. To always act as a pioneer
within our areas of expertise and to have the
passion to pursue higher goals beyond our
capabilities.

Hitachi founder
Namihei Odaira

Establishment

1910 Establishment of Hitachi, Ltd.

Establishment of Hitachi Con-
1955 struction Machinery Co., Ltd.
(service company)

Changed name of Mining Equip-
1956 ment Section to Construction
Equipment Section

Establishment of Hitachi Con-
struction Machinery sales

1962 companies throughout Japan
(Osaka, Tokyo, Kyushu, Tohoku,
Chubu, Hokkaido)

Establishment of (former) Hitachi

1945 Construction Machinery Co., Ltd.
(consolidation of sales and
services)

Establishment of Hitachi Con-
1969 struction Machinery Co., Ltd.
(manufacturing company)

Establishment of Hitachi Con-

1970 struction Machinery Co., Ltd.
(consolidation of manufacturing,
sales and services)

11 CSR & Financial Report 2018

1950

Expanded full-fledged machinery
works and contributed to devel-
opment of post-war Japan

We developed the U05 cable-oper-
ated power shovel in 1949, given
growing demand for the economical
rationale and shorter lead times of
river, road and other infrastructure
projects after the initial wave of
post-war upheaval. We commenced
mass production of the U06, a
successor model, and launched
sales in Japan in 1950.

(Pictured: “U05”)

M Changes in sales revenue

(billions of yen)
1,000

I Overseas
[ Japan

1965

Development and release of the
Hitachi UHO03, the first hydraulic
excavator developed exclusive-
ly with Japanese technology

With foreign companies actively
entering the market, we developed
the first hydraulic excavator made
exclusively with Japanese technolo-
gies.

This successfully and greatly
expanded the scope for mechanized
works and in 1973 demand for
hydraulic excavators exceeded
20,000 units. As a result, these
machines were rapidly popularized.

1970

Consolidation of manufacturing,
sales and services
Establishment of Hitachi Con-
struction Machinery Co. Ltd.

2000

World’s first satellite communica-
tion kit equipped machinery
Release of the ZAXIS series of
hydraulic excavators

2013

Service solutions
Launch of ConSite in Japan

Hitachi Construction Machinery Co.,
Ltd. was established through
amalgamation of Hitachi Construc-
tion Machinery Co., Ltd. (manufac-
turing company) and (former) Hitachi
Construction Machinery Co., Ltd.,
which focused on construction
machinery sales and services.

The new company was capable of
providing integrated services from
manufacturing to sales and services.

92 94 96 98

‘00

We were the first in the industry to
offer an optional satellite communi-
cation system for the ZAXIS series
of hydraulic excavators. This made
us the first to offer the future of
information functions as an informa-
tion-driven e-excavator that can
obtain operating information re-
motely.

02 ‘04 ‘06 08 10

We began providing ConSite and its
next-generation menu of services
powered by ICT amid the change in
customer focus from not only
performance but also to cost
reductions throughout the life cycle.
Since then, the number of ConSite
contracted machines has reached
82,431 units.

(As of March 31, 2018)

FY2017
959.2

bilions of

CSR & Financial Report 2018
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Financial capital

Cash flows that fund investments
in value creation generated by a
stable earnings structure

Manufacturing capital

Our 16 manufacturing bases in
Japan and 17 overseas, the head
office, and a network connecting
these with domestic and
international distributors

Human capital

Expertise and skills of global-
ly-minded human resources with
strong motivation for success
based on the Kenkijin Spirit that
codifies shared values and the
code of conduct

Intellectual capital

Knowledge and skills concerning
construction machinery and
mining machinery, various
patents, and site management
consulting know-how

Social and related capital

Brand power of the Hitachi
Group, and long-established
relationships of trust with
customers, suppliers and local
communities

Natural capital

Primary energy including water,
air, soil, minerals, and forests,
etc., and secondary energy
including electricity and utility
gas, etc.

13 CSR & Financial Report 2018

The Value Creation Process

this process helps to boost management capital and maximize corporate value.

The HCM Group’s value creation process involves supplying products and services in demand from society, growing to
become a company desired by society, and sharing the outcomes with stakeholders. The continuous implementation of

The HCM Group’s Business Model

The One Hitachi approach where the
entire Hitachi Group works together
as one

One Hitachi

Product
development

Manufacturing

yosessay

juswdojaneg

jusweinooid/uononpold | |

Bunedew juswdojaa;

Open innovation where knowledge and
technologies outside the organization are
adopted proactively

Open innovation

Customer
solutions

99INI9S So|ES-19
BuninjoejNUBLWISI SU

jawdinba pasn jo

Governance

External factors affecting corporate value

Short-term 4

Foreign

ity price

risk

ic trends i ion trends eChanges in industrial structure

Environmental constraints

The HCM Group’s Business Activities

Development marketing

We focus our energy on creating a global
strategic development marketing system

in order to provide the most appropriate
products for the needs of specific countries
and regions in a timely manner.

Research

We harness the collective strengths of the
Hitachi Group to research technology that
is “kind to both human beings and the en-
vironment” and “technology that creates an
even better environment” as a basis of our
medium- to long-term growth.

Development

We develop advanced and innovative
construction machinery that offers improved
reliability, controllability, and comfort, while
meeting a broad range of customer needs.

Civil engineering

Demolition

Production/procurement

We are dedicated to standardizing and im-
proving quality levels while aiming to achieve
the concept of Made by Hitachi where all
products are made with the same high qual-
ity regardless of which of our manufacturing
facilities around the world they are made at.

Logistics

We are raising logistics efficiencies by
building a logistics system and global supply
system powered by IT and our know-how in
transporting ultra heavy objects.

Finance

We offer various financing plans for our prod-
ucts to ensure that they can be employed

by customers in a format that meets their
needs.

investors

Provide construction ma-

chinery and solutions to

various types of work sites

Recycling

Stevedoring

Snow removal

Mine
development
and mining

Forestry

Livestock
raising
and
agriculture

Employees

Local com-
munities

The environ-

ment

Rentals

We provide various types of construction
machinery and equipment needed in the
field, including standard machines, specially
designed machines, recycling machines,
mowers, and submersible pumps, among

Parts remanufacturing

We collect replacement parts from repair
work and restore them to like new condition
at our remanufacturing plant. This supports
the operation of construction machinery in
even the most harshest work sites.

others.

Resale of used equipment

After-sales service

We support the preventive maintenance of
construction machinery, which includes our
ConsSite service solution using a wide array
of operating data obtained from each individ-
ual machine.

Parts sales

We guarantee the high performance and long
service life of our products by supplying high
quality parts. This reduces customer costs
and helps conserve the environment.

-

Create value that grows businesses,
such as improved safety, improved
productivity, and reduced life cycle
costs at work sites

Return profits in a stable and proac-
tive manner by ensuring financial
soundness while seeking to enhance
medium- to long-term corporate
value

Provide opportunities to acquire
globally recognized skills and abili-
ties and achieve a work environment
that is healthy and rewarding

Build relationships capable of mutu-
ally enhancing corporate value
through fair transactions and legal
compliance, etc.

Develop social infrastructure through
product and services and help
develop communities with social
contribution activities

Mitigate global warming through
production of environmentally con-
scious products, cyclical use of
resources, and conservation of biodi-
versity, etc.

We propose the purchase or sale of con-

struction machinery that matches customer
needs using our worldwide network and
support system.
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Message from the President

i

4

At various sites around the world, we deliver a broad range of value

to meet the new needs of customers and society and tackle the

challengesiposed by sustainable social infrastructure development.

Safety and quality represent matters of the utmost
importance that form the bedrock of management

The HCM Group launched a new mid-term management plan
called CONNECT TOGETHER in FY2017. The target under this
plan is to deliver “Reliable solutions” that exceed customer ex-
pectations in the value chain extending across the entire life cycle
of construction machinery. The reason why we decided to focus
on strengthening and expanding the value chain can be found
in the rapid changes taking place in the climate surrounding the
construction machinery industry.

Since becoming President in April 2017, | have taken part in
dialogue with various stakeholders including customers, suppli-
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Kotaro Hirano
Representative Executive Officer,
President, Executive Officer and Director

ers, and employees throughout Japan. Through these meetings,
| felt firsthand that changes in work approaches on the frontlines
and changes in people’s attitudes are accelerating at a global
level. | was also able to confirm that our vision of delivering
next-generation products that meet the needs of customers as
well as various services and solutions that contribute to site re-
forms remains sound and correct.

I was involved with HCM’s management prior to becoming
President when | served as an executive officer. Since my involve-
ment in management as President, though, safety and quality
have been of the greatest interest to me. While business perfor-
mance is important, safety is what underpins the very foundation
of this performance, which involves both the quality of products
and services we provide as well as the quality of our

operations.

| now believe that we will not be able to reach our targets
and vision if we don’t reinforce and improve the fact that safety
and quality represent the very bedrock of management.

CONNECT TOGETHER 2019

Provide “Reliable solutions” in the value chain ex-
tending across the entire construction machine life
cycle that exceed customer expectations

Continuing with reforms in the value chain
aimed at establishing a stable management base

Our customers not only in Japan, but also in Europe, the United
States, and China are focusing on three important issues. These
are how to improve site safety, how to increase productivity, and
how to control costs related to fuel and repairs of machines that
occur during the life cycle. Similar to my increased awareness
of safety, our customers feel it is extremely important to find ways
to keep sites accident free and to run operations efficiently.
We need to supply construction machinery that ensure the
safe work and operations at sites and construction machinery
that are fuel efficient and highly productive to lower site costs.
This is what our customers need. Improving site safety and in-
creasing productivity requires more than just enhancing the

M The HCM Group’s Value chain

Main products

* Marketing @

performance of products. Only by providing customers with
solutions that optimally control machines and site operations
along with ways to lower life cycle costs, including finance, will
we be able to truly solve the issues customers face today. In
emerging countries such as India, national strategies are in place
for the rapid advancement of resource development, building of
infrastructure for attracting multinational corporations, and cre-
ation of environmental regulations.

In countries with great potential because of the expansive
area in need of development, there is growing interest in clean
machinery that clears environmental regulations and Autono-
mous Haulage System (AHS) dump trucks to alleviate labor
shortages.

The HCM Group has delivered products, services and solu-
tions in line with customer needs by quickly identifying changes
in the needs of these countries and economic blocs. This en-
abled us to beat the target laid out in CONNECT TOGETHER
2019 for FY2019 two years ahead of schedule in FY2017, the
initial fiscal year under this plan.

However, as | talked about earlier, we are working to achieve
more than just numbers as part of our mid-term management
plan. Our goal is to also reinforce and expand the value chain
and fundamentally change the very foundation of management.
Only after we have achieved these qualitative goals can we say
that we achieved the mid-term management plan targets.

One of these targets is to achieve a ratio of sales from
non-product related businesses (value chain) of 50%. This ratio
stood at around 40% in FY2017. Going forward, we are com-
mitted to achieving all of these targets as well as transforming
the HCM Group’s business structure.

Value chain business ratio
Target for
Currently fiscal 2019
Value
chain

—

Value
chain

AAAARARA AR

R&D
I “ Production @
Procurement @

Logistics @

Asuiyoew maN

EOINES

sued
sjelusy

Sped
8oUBUl

Aisuiyoew pesn
Buunioenuewss

Customer interests: improved safety, improved productivity, reduced life-cycle costs
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Value chain reforms also expand connections to
solutions to social issues

Reducing environmental impacts through the products, services,
and solutions we provide to customers is of the same importance
as safety and quality. Looking back on the evolution of construc-
tion machinery and the history of the civil engineering and mining
industries, | strongly feel that we would not have been recognized
by society or developed as a company without delivering value
beneficial to the sustainable development of society as a whole.

Following the adoption of the Sustainable Development
Goals (SDGs) at the United Nations and the COP21*" Paris
Agreement, in FY2015 we reevaluated the relationship between
our group businesses and environmental and social issues. This
led to the development of three approaches for creating shared
value (CSV): Resolving global environmental issues; Enhancing
initiatives to increase social infrastructure workforce; and, Con-
tributing to community development.

In FY2016, we established key measures for each of these
themes and set individual goals and medium- to long-term KPIs.
One of our goals is to reduce greenhouse gas emissions by 33%
in 2030, compared to 2010, through the reduction of the envi-
ronmental impacts of our products.

Within our businesses, most greenhouse gases are emitted
when customers use the products we provide. Consequently, it
goes without saying that we need to provide products adapted
to the exhaust gas emissions regulations of each country. To this
end, we are aiming to reduce wasteful energy consumption that
occurs at our customers’ production sites by developing hybrid
machines that have a high environmental performance, as well
as service solutions.

For example, in terms of our ICT/loT-based solutions called
Solution Linkage™, we propose to customers solutions compli-
ant with i-Construction* and AHS dump trucks for mining sites.
These solutions help to increase the efficiency of operations and
fuel economy of construction machinery.

In the case of dump trucks, there are differences in how the
brakes are used and speed is applied depending on the driver.
Using an unmanned AHS evens out these differences, reducing
tire wear and fuel consumption.

In terms of i-Construction initiatives, we sell an ICT hydraulic
excavator with a system that enables semi-autonomous exca-
vation based on 3D design data sent to the machine. This not
only shortens work periods, but also increases productivity and
fuel efficiency simultaneously by reducing wasteful work such as
over digging necessitating soil replacement.

Furthermore, we began providing a new solution called Con-
Site OIL in Europe from October 2017 and in Japan from FY2018.
This solution uses sensors to monitor engine oil and hydraulic
fluid conditions and notify the customer and distributor automat-
ically whenever an abnormal reading is detected, reducing
downtime.

While improving fuel economy of machines has been the
single most important environmental measure in the past, today,
we can largely give back to the environment by controlling the
operations and movements of construction machinery, which
also leads to work style reform at the customer level.

17 CSR & Financial Report 2018

The HCM Group has expanded its connections with custom-
ers in terms of working to solve social issues together by not only
supplying products, but also delivering value through solutions
for machinery use and how to manage and operate entire work
sites.

Another area we are working on is electricity-powered con-
struction machinery. Currently, such construction machinery
mainly is operated by plugging in a cable to a commercial power
supply, but in the not too distant future smaller machinery such
as mini excavators may be able to be operated using batteries
alone. Our ability to harness the Hitachi Group’s technologies for
railways and automotive components is a major strength for
HCM in the growing trend of electrification.

1 COP21
The 21st Conference of the Parties (COP 21) to the United Nations Framework
Convention on Climate Change, held in Paris, France on November 30, 2015. The
Paris Agreement, which forms the framework for the year 2020 onward when the
Kyoto Protocol expires, has been adopted by 196 countries and territories around
the world. This is the first agreement to include developing countries in the prom-
ise to reduce greenhouse gases.

N

Solution Linkage:

HCM’s ICT/loT-based solutions that help to improve safety, improve productivity,
and reduce life cycle costs together with customers. In finding solutions to chal-
lenges, HCM will take the lead in using the “One Hitachi” approach to deliver the
Hitachi Group’s wide ranging technologies and propose solutions that utilize open
innovation combining the expert technologies of business partners.

w

i-Construction:

i-Construction is an initiative by the Ministry of Land, Infrastructure, Transport and
Tourism (MLIT) promoting the maintenance of safety and improvements to wage
standards for people who work on construction sites by making use of information
and communication technologies (ICTs) to improve civil works and construction
site productivity and efficiency and ameliorate the corporate business environ-
ment. The i-Construction Committee was launched in December of 2015 and it
established its basic policy as working towards the introduction of ICTs to con-
struction machinery and surveying, as well as standardization of specifications and
leveling of yearly construction periods. From FY 2016, this began to bring in proj-
ects implemented by MLIT.

Our greatest strength is HCM’s spirit
passed down throughout our history

In 2020, the HCM Group will mark its 70th anniversary since
commencing the mass production and sale of construction ma-
chinery and its 50th anniversary since being spun off from Hitachi
Ltd.

Soon after the end of World War I, we embarked on the
development, manufacture and sale of construction machinery
based on a commitment to help rebuild Japan using our original
technologies. The origin of this commitment can be found in
Hitachi’s Founding Spirit of harmony, sincerity, and pioneering
spirit.

This Founding Spirit has been passed down through the
years as our very identity, and today, we still stick to the ideology
of the 3Cs—Challenge, Customer and Communication found in
the Kenkijin Spirit, which codifies the shared values and code of
conduct of the HCM Group. Our employees are one of our great-
est strengths. They do not fear failure, but instead possess the
spirit of challenge, and always listen sincerely to the voice of our
customers and the public. Employees such as this are carrying
out customer-first corporate activities around the world. In addi-
tion to the Hitachi Group’s spirit, our major brand power and
wealth of technological resources represent another one of our

major strengths. Furthermore, our strong relationships built with
stakeholders around the world, including suppliers who we man-
ufacture with, distributors who sell and service our products, and
customers using our machinery, represent another strength.

There is a reason why the HCM Group established the Ken-
kijin Spirit. From our founding through Japan’s period of rapid
economic growth up until the 1990s the HCM Group’s business
focused predominantly on Japanese people and the Japan mar-
ket. However, the wave of globalization hit in the middle of the
1990s and spread instantaneously, as the number of non-Jap-
anese customers along with manufacturers and seller began to
increase.

This situation gave rise to concerns that the HCM Group’s
basic identify was being diluted. For example, Japanese people
have a fixed impression simply by hearing the name Hitachi.
Non-Japanese people, however, are not aware of this tacit
knowledge, and this became one of the factors behind a lack of
solidarity as a group of companies. At the time, we, of course,
had a corporate philosophy, but we found that we would not be
able to become one as an organization without something akin
to guidelines of action identifiable among not only Japanese
people, but people of other nationalities, too. As a result, in 2006,
we summarized this tacit knowledge into three words, which
marked the birth of the Kenkijin Spirit’s 3Cs.

Today we have grown into a company with a workforce of
24,000 people, where non-Japanese nationals outnumber Jap-
anese nationals. | hope to make the Kenkijin Spirit a set of guide-
lines for strengthening the cohesiveness of the group around the
world, and | am sharing this commitment internally through var-
ious opportunities.

M Ideology of the 3Cs
Challenge
3' Customer
Communication

Transforming changes in the market and workplace,
to energize our challenging spirit

Each and every employee, too, must change in the face of
changing markets and in the process of changing the organiza-
tion. The HCM Group is working toward a single goal with the
help of its employees around the world representing various
nationalities. It is only natural that the concept of work is different
in each region given local laws and cultures. The key is not to
establish a uniform rule that defines a particular work style, but
rather to develop an environment that is friendly to everyone in
each region. Work style values differ not only between country
and region, but also exist between age groups as well.

For example, the most comfortable work style for people in
their 20s differs dramatically from those in their 50s, even in
Japan. In other words, I’'m aware that creating an environment

where people feel happy and excited about working at the HCM
Group and can contribute their individuality and capabilities more
than ever before, regardless of region, nationality, age or gender,
is an area HCM needs to work at the moment.

In April 2018, David Harvey, the President of Hitachi Con-
struction Machinery (Australia) Pty Ltd., was newly appointed as
Executive Officer of Hitachi Construction Machinery. Adding a
non-Japanese way of thinking and viewpoint to the group’s man-
agement is expected to be a major positive for promoting the
transformation of employee work styles and thinking.

As part of our diversity promotion efforts, we have been sup-
porting the activities of women and minorities. | feel that we still
need to reinforce our efforts toward promoting the more active
role of women on the frontlines of manufacturing. Taking into
account Japan’s declining birthrate and aging population and
the shortage of workers, | recognize that promoting reform on
the frontlines aimed at development an environment conducive
to women and seniors is an urgent task from the standpoint of
HCM’s increased productivity and sustained growth.

As | mentioned above, global markets are undergoing major
changes in recent years. | feel that the speed of change in the
construction machinery market is particularly fast. Following
changes at customers, technology is evolving at a fast pace,
while the value provided by business is changing rapidly, too.

The HCM Group stands committed to transforming itself with
the Kenkijin Spirit close at heart so as to energize our efforts to
tackle challenges like never before. | firmly believe that this com-
mitment is the key to paving the way for our future beyond the
milestone year of 2020.
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Mid-term Management Plan (Fiscal 2017-2019)

Main results of activities and future challenges
The HCM Group launched a new mid-term management plan called CONNECT TOGETHER 2019 in FY2017 as the final step o 9

toward realizing the 2020 VISION. The goal under CONNECT TOGETHER 2019 is to deliver “Reliable solutions” that exceed
customer expectations in the value chain extending across the entire life cycle of construction machinery, and aim to

Results of Activities Aimed at 2020 Future challenges

establish a corporate structure resilient in the face of change by reinforcing and expanding the value chain.

New hybrid hydraulic excavators

ICT hydraulic excavators Equipment for Indonesia’s agricul-
ture and forestry industries

[ solutions
2 (2) Reinforce global
development system
3 in tune with regional
needs

Develop high-performance stability control technologies / trolley designs / autonomous haulage system
(AHS) for the AC-3 series of dump trucks

(1) Develop ICT and loT

2020VISION

A “Close and Reliable Partner” Anywhere on the
Earth with Best Solutions through Kenkijin Spirit

Go Together GROW

CONNECT
2013 TOGETHER 2016 TOGETHER 2019

Promoting growth and the Achieving a structure

Planting seeds

for growth next round of seeds resilient to change (1) Enhance presence in
Mining Op- dump trucks
erations (2) Develop and com-
mercialize AHS
| Targets of CONNECT TOGETHER 2019
The HCM Group has delivered products, services and solutions porate structure resilient to change and reform our culture for a ) '
in line with customer needs by quickly identifying changes in the more stable management base. r':ﬂﬁvéyp ia_lrtE rsg,].tinﬁ,figﬂﬂ,rlﬂ;fé,ﬂnﬁﬁﬁ R:;{LI;’ ff ufff;ﬁ,%miﬁ%ﬁﬂzisaf )(ffg_d (1)Iirr:erg|zs .bu:ness
needs of customers. This enabled us to beat the target laid out Specifically, we will reinforce the value chain including ser- Hitachi Conszt:rl:g;n Machinery tion business) roug 'n.' } ouse
in CONNECT TOGETHER 2019 for FY2019 two years ahead of vices, parts, used equipment, rentals, parts remanufacturing, and (group) mlnlng re-
) T ) ) . e . sources and informa-
schedule in FY2017, the initial fiscal year under this plan. finance, maintain our number one position in hydraulic excavators N hari
. . . ) ' . ion sharin
However, we aim to achieve more than just numbers under while expanding the wheel loader and dump truck businesses, Value 9
the mid-term management plan. Our goal is to achieve a cor- step up R&D, and usher in reforms using ICT and loT. e (2)Advanced failure/
predictive diagnos-
tics utilizing Big Data
ment/rental business
Adjusted operating income ratio 3.7% 9.8% 9% or more
0, 0, 0,
ROE 2.0% 14.1% 9% or more Transition wheel loaders for the North America Consolidate and expand manufacturing and
market from the KCM brand to the Hitachi brand sales sites for wheel loaders in North .
Net D/E ratio 0.46 0.33 0.4 or less America (1) Increase profit mar-
gins of each business
H 0,
Dividend payout policy 31.8% 30.1% approx(l’rr\‘\:::ely 30% Structural (2)Enhance respon-
o siveness to individ-

(Assumptions for the fiscal year ending March 31, 2020)

Sales revenue 850 billion yen Foreign exchange rates

1USD =100yen /1 Euro=110yen/1RMB = 15 yen

19 CSR & Financial Report 2018

ual customers and
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Performance Highlights

Number of ConSite
contracts

82,43 unis

As a partner overseeing customers’ ma-
chines, we offer ConSite solutions utilizing
the latest ICT globally in order to support
the day to day operations of customers.

B Changes in the number of
ConSite contracts
(Units) 82,431
80,000
60,000
40,000

20,000

0

2013 2014 2015 2016 2017 (FY)

Ratio of R&D expenses
to sales revenue

2.6

We aim for “social contributions through
harmony and recycling” based on our
research and development into technology
that is “kind to both human beings and the
environment” and “technology that creates
an even better environment”.

B Changes in the ratio of R&D

expenses to sales revenue
(%)
30 05 26 26

2.0

1.0

0 2013 2014 2015 2016 2017  (FY)
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Parts and service sales

revenue
(including solutions business)

288.0biion yen

We will add H-E Parts and Bradken to
the HCM Group to reinforce our services
and parts manufacturing and sales, while
expanding solutions the help to resolve
customer issues.

M Changes in sales revenues by
business

(billions of yen)
400

300 288.0

200 1707 1749 1767 1749

100

2013 2014 2015 2016 2017 (FY)

Environmental
conservation costs

7,663 miion er

We are promoting sustainable improve-
ment activities like that make electrical
power consumption visible to reduce peak
electricity usage and volume of usage.

M Changes in environmental
conservation costs

(millions of yen)
10,000 8,768 8,838 8,3“&

7558 7,663
7,500

5,000
2,500

0 2013 2014 2015 2016 2017 (FY)

Ratio of sales outside of

79.9

We supply highly reliable construction
machinery that fulfills varying needs for
performance and quality by correctly
understanding the needs of each country
and region.

Il Changes in the ratio of sales
outside of Japan
(%) 79.9
80
75

70

65

07503 o1 015 26 2017 7

Social contribution
related costs

2 1 6mi|lion yen
@&

Under the Hitachi Construction Machinery
Group Social Contribution Policy formulat-

ed in 2006, we continually engage in activ-

ities that give back, including humanitarian
support, environmental conservation and
local community coexistence.

[l Changes in social contribution
related costs

(billions of yen)
600
400 317 321
276
206 216
200

2013 2014 2015 2016 2017  (FY)

B 5-year Financial History Hitachi Construction Machinery and its Consolidated Subsidiaries Fiscal years ended March

IFRS (J-GAAP)

Unit: millions of yen (excluding per share data)

2014

2015

2016

2017

2018

For the fiscal year

Revenue
[Net sales]

[802,988]

815,792

758,331

753,947

959,153

Adjusted operating income”
[Adjusted operating income]

(-]

61,919

23,364

28,265

93,582

Operating income
[Operating income]

[69,163]

63,131

34,052

23,622

95,737

Income before income taxes
[Net income before taxes]

[52,775]

58,953

24,517

23,859

95,612

Net income attributable to owners of
the parent
[Net income attributable to owners of
the parent]

[28,939]

26,023

8,804

8,022

60,004

At fiscal year-end

Total assets
[Total assets]

[1,087,191]

1,064,673

926,628

1,012,208

1,089,796

Working capital
[Working capital]

[271,977]

269,906

236,806

129,664

231,407

Total equity attributable to owners of
the parent
[Shareholders’ equity]

[383,355]

431,227

395,963

399,619

448,502

Interest-bearing debt
[Interest-bearing debt]

[363,411]

287,673

217,895

248,701

230,665

1 Per share data (yen)

Net income attributable to owners of
the parent per share (basic)
[Net income]

[136.24]

122.44

41.41

37.72

282.16

Net income attributable to owners of
the parent (diluted)
[Net income attributable to owners of
the parent (diluted)]

[136.20]

122.42

41.41

37.72

282.16

1 Equity attributable to owners of the
parent per share
[Net assets]

[1,827.59]

2,028.57

1,861.93

1,879.14

2,109.04

Cash dividends per share
[Cash dividends per share]

(50.00]

60.00

40.00

12.00

85.00

Others

Net income attributable to owners of
the parent on revenue (%)
[Return on net sales (%)]

3.2

1.2

1.1

6.3

Net income on equity attributable to
owners of the parent (%)
[Return on equity (%)]

6.3

2.1

2.0

14.1

Equity attributable to owners of the
parent (%)
[Equity ratio (%)]

[35.71]

40.5

42.7

39.5

41.2

Price-earning ratio (times)
[Price-earning ratio (times))

[14.59]

17.17

43.18

73.57

14.55

* Adjusted operating income: a unified indicator of profits used by the Hitachi Group in which operating income is subtracted by other income and other expenses.

(Note) The Company has prepared IFRS-compliant consolidated financial statements since the fiscal year ended March 31, 2015.
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B Summary of ESG Data for the Previous 5-year Period
Environment conservation

Energy usage and efficiency

Applicable years

* Environmental data as of March 31.

FY2017 ®

Energy consumption (usage) " "

Hitachi Construction
Machinery Group

80.8 thousand kI

72.6 thousand K

65.6 thousand Kl

75.3 thousand K 81.2 thousand K

Improvement rate of energy basic unit ™"

Hitachi Construction
Machinery Group

16.4%

15.2%

14.7%

23.2% 26.1%

Reduction of energy consumption

Hitachi Construction
Machinery Group

0.7 thousand kl

1.5 thousand K

1.5 thousand K

4.0 thousand kl 1.2 thousand Kl

Greenhouse gas (GHG) emissions

e ] Hitachi Construction 175.4 thousand t 174.2 thousand t 149.7 thousand t 174.2 thousand t 188.4 thousand t
e L Machinery Group (1.0 thousand t) (2.7 thousand t) (2.9 thousand t) (8.5 thousand t) (2.6 thousand t)
Reduction of CO2 emissions from products Hitachi Construction 189 million t 236 million t 278 million t 293 million t 327 million t

Machinery Group

Use of water resources

Water usage

Hitachi Construction
Machinery Group

1,095.5 thousand m® 1,076.8 thousand m?®

951.8 thousand m*® 1,196.4 thousand m*® 1,352.7 thousand m?

Waste volume

Total waste volume (generated)

Hitachi Construction
Machinery Group

60.8 thousand t

48.6 thousand t

39.4 thousand t

51.9 thousand t 62.6 thousand t

Hazardous waste volume

Hitachi Construction
Machinery Group

1.7 thousand t

1.6 thousand t

1.1 thousand t

1.4 thousand t 1.3 thousand t

Environmentally conscious products

Percentage of environmentally conscious

products

Hitachi Construction
Machinery Group

89.9%

91.1%

92.1%

93.1% 96.5%

(Note 1) Main consolidated production sites in Japan and overseas.
(Note 2) Includes H-E Parts, which is newly included in the scope of consolidation, but does not include Bradken. In addition, Hitachi Sumitomo Heavy Industries Construction
Cranes Co., Ltd. (currently, Sumitomo Heavy Industries Construction Cranes Co., Ltd.), accounted for as an affiliate using the equity method in FY20186, is not included

Society

Number of permanent employees
(consolidated basis)

* Personnel data and number of companies as of March 31. Employment rate of persons with disabilities as of December 1.

Applicable years

Hitachi Construction Machinery
Group

FY2013
20,911 persons

Fy2014

21,126 persons

FY2015
21,198 persons

23,858 persons

FY2016 FY2017
28,925 persons

Number of permanent employees
(non-consolidated basis)

Hitachi Construction Machinery
(non-consolidated)

4,756 persons

4,704 persons

4,315 persons

3,985 persons 4,072 persons

Men

Hitachi Construction Machinery
(non-consolidated)

4,477 persons

4,405 persons

4,040 persons

3,725 persons 3,824 persons

Women

Hitachi Construction Machinery
(non-consolidated)

279 persons

299 persons

275 persons

260 persons 248 persons

Hitachi Construction Machinery

Sraet ifoe?nfa?: manent empioyees (nat (non-consolidated) 5.9% 6.4% 6.4% 6.5% 6.1%
Contract employees Hitachi Consgggjgn Machinery 4,631 persons 3,920 persons 3,305 persons 2,385 persons 2,167 persons
Ratio of contract employees Hitachi CO”nggj‘g” Machinery 17.8% 15.7% 12.5% 9.1% 8.3%
Contract employees Hitachi(r%?]rj(s:g;:ggﬁ)ga?gg?hinery 1,040 persons 839 persons 653 persons 381 persons 384 persons
l;lr:J”rggaerreoIL:\r/réployees taking Hitacr‘z&%’:’igﬁ;ﬁﬁ;agg)cmnew 11 persons 13 persons 25 persons 29 persons 27 persons
?Vitrf 2;:2‘;}'%5:; 'lzzjvrging © Hilach! Consiruction Mashinery 100.0% 100.0% 96.0% 96.6% 93.0%
zl:rrgizrvgf GBS T Kg iy Hitacr‘h%ﬂ'jzgﬁggﬁgaggfhi”ew 0 persons 3 persons 1 persons 0 persons 1 persons
Ei’:;t':ﬁirg:”t EBC(FEES Wil o Macneny 2.17% 2.18% 2.13% 2.13% 2.15%
o mcmeem  om 0w om | on | w
Comownue e comdeiere on o i@ s os
zr—:iglggr%? gricptjls;ggg a:tgj:gﬁz Hitachi Construction Machinery AP 126 persons 128 persons 95 persons 108 persons

Group company presentations)

Group

100 persons

Number of consolidated subsidiaries and

equity-method affiliates

Consolidated Japan

12 companies

11 companies

12 companies

10 companies 10 companies

Consolidated Overseas

34 companies

32 companies

32 companies

75 companies 74 companies

Equity-method affiliates Japan 5 companies 5 companies 3 companies 4 companies 4 companies
Equity-method affiliates Overseas 7 companies 9 companies 8 companies 8 companies 17 companies
INWHLoG @ PEriEmemiis In i Hitachi Construction Machinery 75 persons 70 persons 82 persons 81 persons 78 persons
International Skills Competition Grou 6 X X X . .
(countries) p (Bcountries) (7countries) (8countries) (Bcountries) (Bcountries)
OERET Hitachi Construction Machinery 25 persons 26 persons 34 persons 27 persons 23 persons
Group (5countries) (Bcountries) (7countries) (5countries) (5countries)
Governan ce * Personnel data as of March 31.

Ratio of managers that are female

Applicable years

Hitachi Construction Machinery
(non-consolidated)

0.4%

0.5%

0.4%

FY2017

0.7% 0.7%

Ratio of executive officers that are
female

Hitachi Construction Machinery
(non-consolidated)

0.0% (0 persons)

4.5% (1 persons)

4.8% (1 persons)

5.0% (1 persons) 4.83% (1 persons)

Number of employees receiving
compliance training (excluding
e-learning programs)

Hitachi Construction Machinery
Group

3,627 persons

1,874 persons

5,247 persons

Note)

5,784 persons 540 persons"

(Note) Activities in FY2017 mainly involved the employee awareness survey. In FY2018 and beyond, activities will focus on training that reflects the results of the employee

awareness survey.
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M Sales revenue by region

Russia-CIS

Europe
billion yen

104.2

billion yen

Middle East

Asia excluding
gnyen China and Japan

121.6

billion yen

Africa

Oceania

billion yen

M Breakdown of sales revenue

Latin America 1 . 7%

\

North America

14.2%

Russia-C152.9%

N
Africa '
4.7% —

Europe 9 5 9 . 2bil[i0n yen

10.9% —

Middle East

2.4 4‘\
India 6.8% —
china12. 7%

/*Japanzo. 1 %

Sales revenue

—— Asia excluding China

and Japan7.9%

(year ended March 31, 2018)

Oceania 1 5.8%

Performance Highlights

Ratio of sales
outside of Japan

79.9-

HCM Group
companies

84

Europe2 . S%ﬁ‘—

China1 0.8% Yy

North America

136.3

billion yen

billion yen

Latin America

billion yen

B Breakdown of workforce

Russia-CIS/Africa/Middle East

ﬁ The AmericasD.0%
— Japan38.0%

HCM Group employees

23,925

(as of March 31, 2018)

— Asia and Oceania

38.9%
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Solution Linkage

vided by HCM

HCM’s construction machinery that underpins social infrastructure has evolved considerably over the

years driven by various technological innovations.

At the same time, the mining sector, which is searching for greater management efficiencies, and
construction sites, faced with labor shortages, both require greater innovations in the production
processes. Given this, in FY2017 the HCM Group rolled out a proprietary solution called Solution Linkage
that accumulates know-how while working together with customers to solve their challenges.

Solution Linkage represents a new form of value creation provided by the HCM Group, which has
extensive experience in supporting customers’ businesses using ICT and loT.

Combining the many advanced technologies of the Hitachi Group with
the expert technologies of business partners

Solution Linkage is HCM’s ICT/loT-based solution that helps to
address such customer work site challenges as improved safety,
improved productivity, and reduced life cycle costs while working
together with customers.

With HCM the focal point, using the “One Hitachi” approach
to deliver the Hitachi Group’s wide ranging technologies and
propose solutions that utilize “open innovation” combining the
expert technologies of business partners represent the key to
finding solutions to these challenges.

Today, customers require not only high quality and high per-
formance products from construction machinery manufacturers,
but also solutions for working together to find solutions to chal-
lenges and generate value together. This marks a major evolution
in customer needs. The HCM Group is committed to the further
evolution of Solution Linkage so as to always be one step ahead

of customer needs.
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M Conceptual Image of Solution Linkage

Big data /

Communication  ~ lyiicial

intelligence
(¢2)
@ © »
One Hitachi

Preduets S Solution Linkage  solutions

— -Open Innovation

I |
I

E]“.T'—é

IT systems

security Wearable devices

Wencomine / Wencolite

Developing more advanced mining operation management solutions ‘
A O

Wencomine and Wencolite are the names of Fleet Management System (FMS) provided by Wenco of
Canada, a subsidiary of the HCM Group. These systems contribute greatly to streamlining and increasing
the efficiencies of mining customer’s operation by harnessing the most cutting edge information
technologies available today.

I Wenco’s FMS are used at around 150 mines around the world

Generally, at a mining site, several mining trucks are assigned to mines. These FMS are in use at around 150 mines around the
one digger/loader so that minerals can be loaded steadily as world.

they are removed from the ground and hauled to a processing
facility or stock yard. In order to smoothly and efficiently under-
take this work, the dispatcher, who is responsible for dispatching
vehicles, issues orders to vehicle operators while judging the
state of operations. This requires accurate position information
and operating information for mining machines.

Wenco’s FMS provide highly accurate information to the
dispatcher using advanced functions and top-class operability.
Wenco’s FMS include Wencomine for large-scale mine opera-
tions and Wencolite, lite version for small- and medium-sized

Increasing efficiencies and optimizing mining opera-
tions through centralized management

| Accommodating customer’s new needs with add-on functions

Basic functions Add-on functions Solution Linkage aims for the further advancement of FMS using

the One Hitachi initiatives and open innovation. Avoca, a new

a onerat @ Safe operation solution for data analysis and visualization, is a function that

@—F@ m';ﬁ;zg’m“é ot support enables the effective use of operating data stored in a database.

In addition, there are various other functions that can be added

Automatic i@] operation data on, |n0lud|r1gl; ReadyLllne, which collects anq anelllyzes selnsor

dispatch analysis data on mining machine temperature and vibrations, Mainte-

nance Monitor, which manages maintenance schedules, and

$ M Machine 0 Machi TireMax, which helps to reduce tire failures and extend tire life,

a0\ guidance 7/ )

—5 maintenance to name a few.

Future Developments

In addition to FMS, the Autonomous Haulage System (AHS) for mining trucks is another cutting-edge technology that contributes to a dramatic increase
in the operation and energy efficiency of mining operations.

HCM'’s AHS is currently undergoing various verification testing aimed at commercialization in FY2019. The know-how accumulated in FMS is being uti-
lized in the technologies for safety and efficiently operating multiple AHS trucks in the site.

Going forward, we will contribute to solutions to customer challenges while capitalizing on the benefits of both FMS and AHS.

An example of AHS for mining trucks is introduced in CSV Theme 2

Enhancing initiatives to increase ~ —> p 3 6

CSV Theme 2. social infrastructure workforce

CSR & Financial Report 2018
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Core ICT Construction Solution
Solution Linkage Cloud

Solution Linkage Cloud is oriented as platform of solutions provided by HCM.

Applications provided on the cloud are used based on the contents and the process of work, contributing

greatly to improved productivity on work sites.

| Using work site visualization to optimize the relationship between people and work

In September 2017, HCM released Solution Linkage Cloud as
its proprietary cloud solution optimized for ICT Construction,
including i-Construction advocated by Japan’s Ministry of Land,
Infrastructure, Transport and Tourism. Solution Linkage Cloud

delivers a number of useful applications for ICT Construciton.
Through these applications, customers can improve safety,

improve productivity, and reduce life cycle costs.

Applications provided by Solution Linkage are used based
on the contents and the process of work, making it possible to
carry out work more efficiently on site. For example, surveying
data or 3D design data can be uploaded to the cloud for sharing
among relevant parties and progress can be managed based
on work history data transmitted from ICT construction

machinery.

Solution Linkage Cloud offers the possibility of creating glob-
al value creation by connecting 3D data seamlessly and encour-
aging collaboration through open innovation in all stages of the
work process, from surveying to maintenance.

Sample image of the Solution Linkage Cloud portal site

W Applications connected by the cloud

Application for data

sharing/management

Upload surveying data Calculate soil volume
and 3D design data for based on 3D as-built
sharing among relevant data and 3D design

parties data

G &

Future Developments

Design and construction plan

Solution Linkage Cloud

Application
for displaying ICT
construction

Application for
converting data
to be sent to
machinery

Application for work status
checks/management

machinery
monitors

Convert 3D design Transmit data for Manage progress based on
data to data for construction work history data uploaded
construction machinery and automatically.

machinery setup machinery Able to calculate area-specific

settings remotely

e

volume using work history data

Qer

W

Construction

Manage form based on data
uploaded. Download various
data and prepare data for
deliverables

&>

Inspection/delivery

Application for soil

volume management

Able to check progress
of hauling work from
load data uploaded
automatically

oy

Looking ahead, we will create a portal site that can respond flexibly to sites where construction machineries from various makers are being operated, by

providing a wide range of applications.

Our goal is to expand solutions for solving customer challenges through co-creation activities with customers in a host of different sectors, including not

only civil engineering and construction, but also quarrying, dredging, forestry, and steelmaking, among others.

An example of Solution Linkage Cloud applications is

introduced in CSV Theme 2.
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CSV Theme 2
Enhancing initiatives to increase

social infrastructure workforce

— p37

Recognitions and Awards

B Major Recognitions and Awards in FY2017

Name of award / Month and

Sponsoring organization

Organizations
receiving the award

Evaluation

year awarded

Excellence Award at the
21st Environmental
Communication Awards

[February 2018]

Ministry of Environment, The
Global Environmental Forum

(GEF)

HCM Group’s CSR
& Financial Report
2017, and Environ-
mental Website

Awarded for our consistent policies from the top commit-
ment to selection of key performance indicators (KPI)
reflected in products, as well as mapping the SDGs against
the value chain to clearly illustrate the issues and linkages to
sustainability within our entire value chain.

Organizations (large enter-
prise category) Recog-
nized under the 2018
Certified Health & Produc-
tivity Management
Outstanding Organiza-
tions Recognition Pro-
gram - White 500

[February 2018]

Ministry of Economy, Trade
and Industry, Nippon Kenko
Kaigi

Hitachi Construc-
tion Machinery,
Hitachi Construc-
tion Machinery
Tierra

Awarded for initiatives to energize organizations to achieve
health management, including 1) the “Health Management
Declaration” from top management and initiatives to maintain
and promote health, 2) addressing health issues faced by
employees including mental health, in collaboration with the
health insurance society, 3) involvement of certified profes-
sionals (industrial physicians or public health nurses), 4)
optimization of work hours and realization of a comfortable
work environment, and 5) promotion of work-life balance.

First Prize in the Zambia
KAIZEN Awards

[February 2018]

Zambia KAIZEN Council,
Japan International Coopera-
tion Agency (JICA)

Hitachi Construc-
tion Machinery
Zambia

FINAL DRIVES, the team representing the Hitachi Construc-
tion Machinery Zambia Components remanufacturing Center
participated in the Zambia KAIZEN Convention held in
Lusaka, the capital of Zambia,. Received first place out of 12
teams of manufacturing unit competing in “improvement of
toolbox set up methods” as part of the case example
presentation.

Outstanding Integrated
Report chosen by domes-
tic equity management
institutions

[January 2018]

Government Pension
Investment Fund (GPIF)

HCM Group’s CSR
& Financial Report
2017

GPIF asked 16 organizations involved in managing Japanese
stocks to select candidates for Outstanding Integrated
Report and Highly Improved Integrated Report. HCM Group’s
CSR & Financial Report 2017 was chosen as the top report
among candidates from a total of 70 companies.

HCM received the Judges’
Honorable Mention Award
at the 6th Contest for
Corporate Activities on
Biodiversity

[December 2017]

National Land Afforestation
Promotion Organization,
Aroma Environment Associa-
tion of Japan, Water Earth
and Green Foundation,
Global Environmental Action

Hitachi Construc-
tion Machinery
(Shanghai), Hitachi
Construction
Machinery (China)

Implemented desert afforestation balancing forest restoration
and community revitalization through water bucket relay for
the future in support of the philosophy of NPO Green
Network, with the dual goals of forest restoration in Horgin
desert in China and regional revitalization. Received the
award for practical efforts in preserving biodiversity and
sustainable usage.

Fiscal 2017 Kanto Region
Invention and Innovation
Award at the Commission-
er of the Patent Office
Awards

[November 2017]

Japan Institute of Invention
and Innovation

Energy saving
system for hydrau-
lic excavators
TRIAS (Patent
number 5572586)

The proprietary three-pump hydraulic system enables precise
control of hydraulic actuators with little throttle pressure loss.
Awarded for its contribution to meeting customer needs for
outstanding operability and improved fuel efficiency.

Artisan’s Masterpiece
Award at the Construction
Machinery Industry
Internet Conference
(CMIIC2017)

[November 2017]

HC360.com

ZX490LCH-5A large
hydraulic excavator
of Hitachi Con-
struction Machinery
(China)

The ZX490LCH-5A large hydraulic excavator was chosen
based on over 1.8 million votes on the Internet over a
6-month period, user reviews, and expert judgment for being
a product that meets market needs. This marks the fourth
consecutive year we received this award since the
EX8000E-6 electric-powered ultra-large hydraulic excavator
received the award in 2014.

Received the Hefei City
Project Hope Award

[August 2017]

Hefei City, Anhui Province

Hitachi Construc-
tion Machinery
(China)

Hitachi Construction Machinery China has been taking part
in social interest events in the city of Hefei with an emphasis
on giving back to society. In particular, in the area of chil-
dren’s education, the construction of Hitachi Construction
Machinery Songgang Xi Wang Elementary School in 2010
was financed in part with an education fund HCMC donated
to Hefei City. HCMC continues to interact with the children of
this elementary school through regular visits, the donation of
educational supplies, and by providing opportunities to the
children so they can have various experiences.

CSR & Financial Report 2018
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Management Structure

M Directors (as of June 25, 2018)

-
Haruyuki Toyama
Outside Director

Kazushige Okuhara

Outside Director

Koji Sumioka
Director Director

Toshikazu Sakurai
Director

B Executive Officers (as of June 25, 2018)

Representative Executive Officer, Chairman

and Executive Officer Tatsuro Ishizuka

Junko Hirakawa
Outside Director

Koji Tanaka

Representative Executive Officer, President and

Executive Officer Kotaro Hirano

Representative Executive Officer, Executive

Vice President and Executive Officer Koji Sumioka

Executive Vice President and Executive Officer  Yasushi Ochiai

Senior Vice President and Executive Officer Tetsuo Katsurayama

Senior Vice President and Executive Officer Michifumi Tabuchi

Senior Vice President and Executive Officer Hirotoyo Fujii

Vice President and Executive Officer Hideshi Fukumoto

Vice President and Executive Officer Naoyoshi Yamada

Tatsuro Ishizuka Tetsuo Katsurayama
Director Director

Kotaro Hirano Hirotoyo Fujii
Director Director

Executive Officer Takaharu lkeda

Executive Officer Sonosuke Ishii

Executive Officer Yusuke Kajita

Executive Officer Moriaki Kadoya

Executive Officer Masafumi Senzaki

Executive Officer Masaaki Hirose

Katsuhiko Murakami
Makoto Yamazawa
David Harvey

Executive Officer
Executive Officer
Executive Officer

(Note) Executive officers are listed in the Japanese syllabic order for each job title.

| Calculating executives’ compensation (performance-linked compensation system)

HCM'’s Compensation Committee sets the policy for deciding the
amount of compensation for the company’s board members and
executive officers in accordance with regulations stipulated by the
Companies Act applicable to companies with a nominating com-
mittee, etc. Compensation standards are established commen-
surate with the capabilities and responsibilities required and after
consideration of remuneration levels at other companies.

Compensation to Board members consists of a “monthly fee,”
which is the basic compensation for full- or part-time service plus
an amount calculated in accordance with the Director’s position
and whether occupying the seat or not in each committee, and a
“year-end allowance,” which is multiplying the “monthly fee” with
a constant coefficient.
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Compensation to Executive Officers consists of a “monthly
fee” in accordance with the officer’s position referring standards
in general, and “performance-linked compensation,” which is
determined in line with the Executive Officer’s performance and
results achieved in the officer’s responsible duties. For Board
members concurrently serving as Executive Officers, no compen-
sation is paid for services provided as a Director of the Board.

Corporate Governance Guidelines
https://www.hitachicm.com/global/environment-csr/csr-en/
company-en/governance-en/guidelines/

Results Under the 8 Key Initiative Themes

The HCM Group is carrying out activities under eight key initiative themes, having identified three CSV
themes where solutions to social issues equate to business growth and five core themes essential to the

implementation of the three CSV themes.

[e15\YA N IS XYl Resolving global environmental issues -+ p31

(o \AI- -7l Enhancing initiatives to increase social
infrastructure workforce

(VAR Contributing to community development - p39

LGALNIEVITI N Pursuing safe, effective, and sophisticated
products and working environments p43

ESG Index

LGANEIYPE Occupational safety and work style reform ---
LGALNEINERY Developing human resources globally and

locally

[GALNEN-r Creating better business transactions

and value chains

LCALIEWTRY Governance

Key Issues Key Initiative Reference Page
Philosophy concerning the environment Environment policy and long-term goals p31
Data relating to the environment Performance Highlights p21. p23
Environment policy and long-term goals p31
Climate Change
Energy conservation activities at production plants p32
Environment Waste Waste reduction effect in the parts remanufacturing business p33
Water Initiatives for water resource conservation p33
Biodiversity Initiatives for ecosystem conservation p34
Chemical substances Curbing emissions and preventing pollution p34
Products and Services Environmental benefits of the ZH200-6 hybrid hydraulic excavator p32
Initiatives to realize the vision of “Made by Hitachi” uniform
Customer ) . phé
worldwide quality
Occupational safety and work style reform p45 ~ p47
Social Labor practices
Developing human resources globally and locally p48 ~ p50
Human rights Human rights initiatives p55
Contribute to local communities Contributing to community development p39 ~ p42
Corporate governance system p54
Corporate governance Management structure p29
Reinforcement of risk management p55
Information disclosure Performance Highlights p21 ~ p24
Compliance promotion systems and training p56
Compliance
Response to environmental compliance p56
Governance Supply chain management CSR management in the supply chain p52
Message from the President p15 ~ p18
Integrating Management Strategy and Sustainability p7
Philosophy concerning Sustainability Issues and Key Initiative Themes p8
sustizintsiliy Our approach towards SDGs p9
Key issues in the value chain p10
The Value Creation Process p13. p14
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Results Under the

8 Key Initiative Themes

CSV Theme1

Resolving global environmental issues

Global environmental issues including climate change are extremely important issues that could threaten
the very survival of humankind. Solutions or adaptation to these issues requires inclusive global initiatives
and in particular companies are expected to play an important role. The HCM Group is working to reduce
the environmental impacts of its products throughout the entire life cycle and to provide environmentally
conscious solutions to customers and society through ICT, lIoT and open innovation.

CSV targets

e CO: saving by products

e Fuel reduction of hybrid hydraulic
excavators

* Improvement rate of energy basic unit in
production

¢ Improvement rate of waste basic unit in
production

¢ Improvement rate of water basic unit in
production

Progress of main activities in FY2017

Development of clean technolo-
gies and environmentally con-
scious technologies

Worldwide greenhouse gas emissions
continue to increase, and today they
stand at levels more than 50% above
those of 1990.

The HCM Group continues to develop
and put into practical use construc-
tion machinery with low carbon
technologies such as hybrid ma-
chines and electric machines.

13 i

O

Reference 2030 2017
year reduction rate progress rate
2010 33% 46%
2010 50% 80%
2005 40% 65%
2005 40% 83%
2005 50% 86%

N

Reuse and recycling of
products

The world today must manage our
planet’s limited resources in responsi-
ble manner and use them efficiently.
The HCM Group is actively promoting
the efficient use of resources, includ-
ing parts reuse and remanufacturing,
through the development of technolo-
gies for product recycling and other
means.

12 RESPONSIBLE
CONSUMPTION
/ANDPRODUCTION

QO

¢ Reduce environmental impact for
manufacturing processes

¢ Develop and deliver Eco-Products, low
carbon construction machinery,disman-
tling, and recycling machinery

e Utilize ICT and loT

e Applications for disaster recovery and
disaster prevention

¢ Environmentally conscious mining
operation solutions

e Green infrastructure solutions

Responses to water risk and
biodiversity

Protecting water resources and
ecosystems is a duty of companies
that benefit from natural capital.

The HCM Group is working to use
water resources in a sustainable way
and protect biodiversity, with our
production bases around the world a
focal point of our actions.

CLEANWATER 15 LIFE
AND SANITATION ONLA

IND
&~

Future initiatives
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In response to our target of achieving a CO: saving rate by products of 33% compared to 2010 by
2030, in FY2017 we were at 46% of this target thanks to the provision of environmentally conscious
construction machinery, including new hybrid hydraulic excavators.

Looking ahead, we stand committed to actively contributing to solutions to global environmental
issues by not only reducing environmental impacts across the three areas of “manufacturing,” “using”
and “taking on challenges,” but also developing environmentally conscious technologies.

| Initiatives to reduce electricity usage at production plants

HCM has worked on energy conservation initiatives for added
value, efficient energy usage in order to increase energy produc-
tivity. Such initiatives include the effective utilization of unused
energy, reduction of standby power, use of inverters, and shift
to LED lighting.

In terms of reducing standby power at production plants,
the introduction of “Emilia” electric power monitoring system
co-developed with Hitachi, Ltd. makes it possible to ascertain
and analyze electric power by focusing on production site needs.
Through this solution, we are aiming for the more efficient use
of energy. EMilia visualizes the electric power data of each facility
at multiple manufacturing bases in real time, making it possible
to analyze and diagnose future operating methods and energy
productivity. This system reduces standby power through a
combination of energy usage standardization within the energy

TOPICS

Initiatives at KCM Corporation Banshu Works

KCM Banshu Works used to continually heat the salt bath to prevent salt (nitrate) from losing heat and so-
lidifying during the salt quenching” method of heat treatment. However, starting in FY2017 it began efforts
to optimize heating and stopping. As a result, Banshu Works reduced standby power by 135MWh annually,
which corresponds to roughly one percent of the entire works’ electricity usage.

* Salt quenching is a form of heat treatment where molded parts are placed in a bath of melted nitrates (salt bath) that is

then heated and cooled.

conservation functions of each facility and monitoring of power
off. Additionally, this system results in higher efficiency opera-
tions by realizing more efficiency energy use.

In FY2017, we focused on the expansion of EMilia overseas.
Hitachi Construction Machinery China analyzed the character-
istics of electricity usage, including standby power due to for-
getting to shut off machinery and standby power at the time of
shift changes using data from
EMilia, enabling it to build its
own pattern for energy conser-
vation management. The com-
pany is now working to com-
pletely eliminate its use of
standby power.

Energy conservation liaison confer-
ence using EMilia

Salt bath at KCM Banshu Works

| Released the ZH200-6 hybrid hydraulic excavator

Since releasing the first generation ZH200-A in 2011, the HCM
Group has developed a number of next-generation hybrid hy-
draulic excavators that help to reduce environmental impacts.
The all-new ZH200-6 hybrid hydraulic excavator released in
Japan in September 2017 comes equipped with the TRIAS-HXII
system developed using a combination of our long-standing
proprietary technologies coupled with the One Hitachi approach
and technologies from open innovation. This system achieves
impressive fuel economy while maintaining operability through
the integrated control of the hydraulic system and hybrid system
comprising the engine, electric assist motor, lithium ion battery,
power control unit (PCU), and electric swing motor, in order to
maximize the machine’s performance. We co-developed the

all-new hybrid motor-mounted engine with Toyota Industries
Corporation and lithium ion battery with Hitachi Automotive
Systems, respectively. Utilizing technologies from the automotive
and industrial vehicle fields, the ZH200-6 achieves a 12% re-
duction in fuel costs compared to the previous ZH200-5B hybrid
hydraulic excavator.

ZH200-6 hybrid hydraulic
excavator

CSR & Financial Report 2018
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Results Under the

8 Key Initiative Themes

Reuse and recycling of products

| Waste reduction effect in the parts remanufacturing business

Parts replacement is essential for construction machinery used
in harsh environments. By weight, construction machinery is
made up of 80% to 90% steel. Therefore, if a problem occurs
with a unit, there was no other choice than to replace it with an
all-new one. For this reason, used units are handled as scrap
and recycled after being melted down. However, repairing and
reusing these units repeatedly instead of disposing of them as
scrap not only reduces customers’ running costs, but also re-
sults in even greater energy and resource savings. HCM’s parts
remanufacturing business was born as a result of matching
these customer needs and our commitment to find solutions to
social issues.

The parts remanufacturing business involves restoring the
functions of used units collected from customers and re-selling

them as new remanufactured parts. Units are made from reman-
ufactured parts, making it possible to provide a warranty similar
to new parts. Unlike used units or repair parts, the parts reman-
ufacturing business features a cyclical model in which a transi-
tion is possible from “recycle” to the higher priority “reuse” within
the 3Rs.

The largest remanufactured unit is a dump truck decelerator,
which weighs about 12 tons. This is the same as roughly 12 to
18 light motor vehicles, meaning there is a significant effect in
terms of conserving resources and reducing waste. HCM has
the technologies to remanufacture many other units as well. Our
efforts at 12 locations around the world have helped to reduce
waste by around 2,900 tons every year.

M Differences between our remanufacturing parts service and repair parts services

Repair parts services

Repair quality, prolonged downtime

2) Repair the
‘ (1) Pick up the broken part @ bro'i(en part

Machine down until
the repair is completed

(3) Re-install the part in @

the machine on site

Remanufacturing parts service

— Quality the same as new part, shortened downtime
(2) All parts are

(1) Replace core remanufactured so
parts” with a  they are as good as
remanufactured one a new part and then
stocked in

preparation for the
next order

& Invenlory of remanufactured

parts (with warranty)

Replaced |mmed|ately
on site

* Core parts: Parts from which used components can be salvaged for remanufacturing and reuse. Core parts indicate those that are regularly replaced after being used for a

targeted time interval when operating a machine under a preventive maintenance program.

Responses to water risk and biodiversity

| Initiatives for water resource conservation

The HCM Group uses the World Resources Institute’s (WRI)
Aqueduct tool to determine areas within its business activities
with a high level of water stress. We also utilize this tool to quan-
tify the level of water stress for all of our production bases in
Japan and abroad to identify high stress areas.

We are now deploying advanced water conservation activ-
ities at Tata Hitachi Construction Machinery Company Private
Limited. (India), PT Hitachi Construction Machinery Indonesia,
and Hitachi Construction Machinery Tierra in the area near Lake
Biwa, where water risks are particularly high.

For example, Tata Hitachi Construction Machinery carries
out de-silting work™ on a lake with the cooperation of local gov-
ernments and educational; institutions as an initiative to prepare
for water shortages. At Tata Hitachi Construction Machinery
Dharwad Plant, silt that collects on the bottom of a lake is re-
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moved using the company’s own hydraulic excavators, making
it easier for rainwater to accumulate.

The greater water volume of the lake increases domestic
water used by local residents and improvements along the lake
shore have attracted wildfowl. Tata Hitachi Construction Machin-
ery has received letters of appreciation from local residents and
local governments detailing how the quality of life has
improved.

* De-silting work refers to the act of digging out and removing soil, etc., from the
bottom of a port or river.

De-silting work by Tata Hitachi
Construction Machinery

Responses to water risk and biodiversity

I Niju-maru Declaration on action to protect biodiversity

The Niju-maru Declaration refers to the commitment (participa-
tion in the program) to conduct initiatives that aim to prevent the
loss of biodiversity as part of the Niju-maru Project launched by
the Japan Committee for International Union for Conservation
of Nature (IUCN). The Niju-maru Project invites participation from
businesses and local governments through declaration to com-
mit to what they can do to achieve the Aichi Biodiversity Targets,
established at the Tenth meeting of the Conference of the Parties
to the Convention on Biological Diversity (COP10).

HCM'’s Environmental Vision includes “harmonized society
with nature,” and as an action to protect biological diversity we
have joined the Niju-maru Declaration. Until now, HCM has de-
clared its intent to achieve targets 1 and 17. In fiscal 2017, ad-
ditional declarations were made by Tadakiko for targets 1, 5, 7,
14, and 17, Hitachi Construction Machinery Tierra for targets 1,
4,5,7,8,10, 15, and 17, as well as Hitachi Construction Ma-
chinery (Shanghai) and Hitachi Construction Machinery (China)*
for targets 1, 4, 5, 7, 14, 15, and 17.

The No. 2 Works of Tadakiko is located adjacent to "Toyoto-
mi Donguri no Mori” in Chiba Prefecture, where employees have
been volunteering in forest landscape preservation (satoyama)
activities including undergrowth mowing and thinning annually
since 2012. Hitachi Construction Machinery Tierra has been
conducting a variety of environmental initiatives including putting
together biotopes (for organisms to share the same habitat),
exterminating invasive species in Lake Biwa, and collecting used
food oil for reuse onsite after refining.

We will continue to promote activities as a company that
consider ecosystems and in turn lead to their preservation.

“ See Page 42 for greening activities undertaken in the Horgin Desert of China.

Il The 20 Aichi Biodiversity Targets

Q@@ e

Awareness increased Biodiversity values Incentives reformed  Sustainable consump-
integrated tion and production

05 peoject 0B o7 #rajecs OB
Habitat loss halved or ~ Sustainable manage- Sustainable agriculture, Pollution reduced
reduced ment of marine living aquaculture and forestry
resources
et '| 1
Invasive alien species Pressures on vulnerable Protected areas Extinction prevented
prevented and ecosystems reduced increased and improved
controlled
ot 13 pratens 14 ]
Genetic diversity Ecosystems and Ecosystems restored ABS*
maintained essential services  and resilience enhanced
safeguarded
pespenr 20
Effective and Traditional knowledge ~ Knowledge improved, Financial resources from
participatory strategy respected shared and applied  all sources increased

“ABS (Access and Benefit-Sharing): the fair and balanced distribution of profits result-

ing from the usage of genetic resources.

Development of clean technologies and environmentally conscious technologies

| Management of chemical substances

The HCM Group strives to prohibit and reduce the use of harmful
chemical substances from both finished products and manufac-
turing processes. We strive to reduce the emission of chemical
substances into the air, water and soil that are difficult to reduce,
as well as prevent pollution.

In December 2017, Hitachi Construction Machinery (China)
completed work on a facility that combines an active carbon
filter and RCO (VOC gas cleaning and deodorizing system),
which is expected to treat more than 75% of VOCs. This treat-
ment equipment began operation in FY2018. Furthermore, an-
other facility which involves the combination of Zeolite absorber/
condenser and RTO (heat storage type deodorizing system) and
can treat more than 90% of VOCs is scheduled to be installed
in the second half of FY2018.

VOC gas cleaning and deodorizing system at Hitachi Construction Machinery
(China)

CSR & Financial Report 2018
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Results Under the

8 Key Initiative Themes

CSV Theme?2

Enhancing initiatives to increase social
infrastructure workforce

Development of infrastructure promoting industrial development and underpinning more affluent lives,
along with resource development for a stable supply of energy, both represent the critical first steps in
building a sustainable society. The HCM Group harnesses a wide range of leading edge technologies,
including remote monitoring technologies for construction machinery and unmanned work automation
technologies, to tackle the many challenges faced on work sites, such as shortages of workers and skilled
technicians.

e Contribute to enhanced site productivity for customers using
ICT and IoT.

¢ Provide solutions to optimize mining processes
and management

¢ Reduce life cycle costs and improve utilization rate of cus-
tomer machinery.

e Achieve stable machinery operations and the
reduction of life cycle costs

¢ Improve the safety of machinery and prevent occupational
injuries on site.

* Popularize machinery and systems that increase
work efficiency

e Contribute to alleviating the shortage of skilled technicians
through advancement of machinery and systems.

* Develop and delivery labor-saving machinery that
is unmanned/uses robotics

gy
Progress of main activities in FY2017

Realizing a safe and productive Building resilient infrastructure

work environment

Innovative technological
development that creates
new value

Realizing a safe and productive work environment

| Towards the Commercialization of an Autonomous Haulage System for Mining Trucks

Ensuring worker safety at mining sites where huge mining trucks
operate is a major challenge. At the same time of ensuring safety,
it is also necessary to streamline mine operations through total
optimization leading to improved productivity and reduce life
cycle costs. As one solution to this challenge, HCM offers an
Autonomous Haulage System (AHS) for mining trucks.

AHS enables unmanned operation of mining trucks, which
normally require the most manpower, at open-cut mining pits
and provides integrated management using its control system.
AHS is expected to minimize human error and improve safety,
while yielding economic benefits, including reduce human ex-
posure to Safety hazards, lowered personnel costs, increased
hours of operation, and reduced fuel costs. HCM’s AHS applies
know-how and Hitachi’s technologies in railway operation man-
agement, including block train control technology. Blockage
management system divides the route mining trucks travel au-
tonomously into multiple zones and permits only one truck per
zone. Trucks haul autonomously within their permission zones
without communicating with the control system, and only make
contact with the system as they approach the next zone. The
communication traffic volume is controlled to enable hauling
permits to be given for each new zone. This fixes the issue of
limits on the number of controllable mining trucks due to com-

Innovative technological development that creates new value

munication traffic volume and allows more mining trucks to be
controlled.

In FY2017, we performed various verification testing per-
formed at a location in Australia aimed at commercialization. We
plan to conduct user tests at customer sites in FY2018 and tests
for commercialization in FY2019.

* Open-cut mining pit: A method of mining where minerals are mined directly from
the surface without digging a mine shaft.

e o

Practical various verification testing aimed at commercialization will get underway in
FY2019

Realizing a safe and productive work
environment through investment in
technologies that mitigate human

The structure of industry itself needs
to be transformed through improved
resource utilization efficiency and the

The SDGs aim to drastically reduce
the number of fatalities and injured
due to natural disasters by enhancing

| Release of the ZX200X-6 Hydraulic Excavator, a Core Contributor to ICT Construction

error and accident risks is essential in
promoting employment that is re-
warding. The HCM Group contributes
to a productive work environment
through the provision of machine
technologies that can be safely technology developed using the
operated by operators of different skill collective strengths of the Hitachi
sets. Group.

introduction of environmentally
conscious technologies based on
innovative technological develop-
ment. The HCM Group is meeting
these needs with the support of our

development plans on national and
global level by 2030. HCM strives to
contribute to the development of
social infrastructure, including rivers
and roadways, by providing higher
efficiency products and services.

DECENT WORK AND

1 SUSTAINABLEGITIES

ECONOMICGROWTH ANDCOMMUNITIES

o

abée

In FY2017, we delivered new products and new ICT/loT-based solutions in order to address various
challenges at work sites including improved safety, improved productivity, and reduced life cycle costs.
Going forward, we will continue to address the various challenges faced by work sites, particularly
real-life testing for the commercialization of an autonomous haulage system for dump trucks at mining
sites as well as advancing solutions for site management optimization.

Future initiatives
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In January 2018, HCM released the ZX200X-6 ICT hydraulic
excavator, an all new addition to the ZAXIS-6 series and core
ICT Construction solution. The ZX200X-6 features a proprietary
system for ICT Construction that includes a machine guidance
function indicating the location and position information of the
machine and work target as well as Solution Linkage Assist, a
machine control function that semi-autonomously operates the
machine based on work target data.

The ZX200X-6 carries out work in a highly accurate and
efficient manner thanks to its over-dig prevention function that
controls the bucket so that it does not dig deeper than the work
target and bucket angle hold mode that keeps the bucket at a
pre-set angle. Compared to the previous ZX200X-5B, the
ZX200X-6 offers better finishing capacity and improved work-
load by around 35% thanks to quicker work.

The ZX200X-6 also greatly increases productivity even on
small sites and sites with no GPS signal because of its 2D ca-
pabilities. Furthermore, the machine can be upgraded easily

from 2D to 3D simply by adding a dedicated 3D device. This
enables the ZX200X-6 to be used in a wide variety of regions
and fields.

ZX200X-6

CSR & Financial Report 2018
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Results Under the

8 Key Initiative Themes

Innovative technological development that creates new value

| Solution Linkage Mobile - work site visualization tool

HCM developed Solution Linkage Mobile, offering work site vi-
sualization, progress management, and proximity notification
functions, as one of the ICT Construction solutions of Solution
Linkage for improving safety and productivity on construction
sites. We began providing Solution Linkage Mobile services in
Japan from April 2018.

Solution Linkage Mobile was developed based on the con-
cept of making it easier to use loT at work sites. This solution
connects machinery and people at work sites using mobile ter-
minals such as a smartphone. For example, a mobile terminal is
installed on a construction machine or dump truck operating at
the work site. Location information uploaded to the cloud
through an application is used to plot the position of each ma-
chine on a map. Conventionally, site managers examined work
arrangements after checking the situation by telephone or other
means. Now with this solution, they can use work site visualiza-
tion to see in real time the location of machines and people,
making it possible to increase the efficiency of work.

In real-life testing with the cooperation of customers, this

Innovative technological development that creates new value

solution improved work site productivity by around 10%. Pro-
ductivity can be increased even further by linking this solution
with ConSite, a service that conveys a machine’s operating
condition and breakdown information in a timely manner.

Solution Linkage Mobile’s map screen. The location information and list of machines
and workers with GPS receivers is displayed using icons.

| Utilizing ICT Demonstration Site to experience ICT Construction and various solutions first hand

The HCM Group operates the Hitachi Construction Machinery
ICT Demonstration Site in order for customers to realize the
benefits of ICT Construction processes based on a clear under-
standing of i-Construction being advocated by Japan’s Ministry
of Land, Infrastructure, Transport and Tourism.

Opened in October 2016 at HCM’s Hitachinaka Works, this
area deepens customer understanding of i-Construction through
demonstrations and training, ranging from surveying using un-
manned aerial vehicles (UAV) and laser scanners to explanations
of ICT construction machinery functions and technologies, and
use of software for creating 3D data. Here, customers get to
experience various solutions using the latest technologies of our
business partners. In FY2017, around 1,400 customers visited
this demo site.

Furthermore, in April 2018, HCM newly opened the Hitachi
Construction Machinery Kagawa ICT Demo Site at the Shikoku
Branch in Zentsuiji City, Kagawa Prefecture, as the second demo
site. The HCM Group will use these two sites to foster under-
standing among customers about the benefits of ICT Construc-
tion for greatly reducing conventional processes and increasing
both safety and productivity. This will position us to deliver the
optimal solutions to customers.

37 CSR & Financial Report 2018

Training for customers

Innovative technological development that creates new value

| First HCM official Apps “ConSite Pocket”/ “ConSite Shot” launched world wide

ConSite is a fleet management reporting service provided by
HCM. Global e-Service system processes the telematic data
automatically and provides to the customer a summarized
monthly report. Also Customers may receive an alarm report in
case the machine detects a serious condition. Data report sup-
ports customers by improving fleet management efficiency. HCM
has provided data report in 33 languages since 2014. Currently
ConSite data reports are provided to 113 countries & regions
for 82,432 machines. (As of March 31, 2018)

In FY2017, HCM began offering a new app called “ConSite
Pocket” for iPhone and Android to the data report subscribers.
The app provides an easier usage and visualization of the reports
than the emails. The users receive an alarm notification on the
smartphone that makes the owner realize the machine status
quicker. Also, the data report can always be checked by the user
on the work site. In addition, HCM launched an app called “Con-
Site Shot” for official dealers to provide visual inspection reports
to the customers. Mechanics of Hitachi dealers can easily create
an inspection report with the assistance of Global e-Service.
Machine owners can decide the required repairment by seeing
the visual inspection report data together with the suggestion

Innovative technological development that creates new value

from experts.

These apps dramatically increase the benefits of ConSite.
HCM started providing these apps from February 2018 world-
wide, aiming to provide more reliable solutions to our
customers.
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Screenshot of ConSite Pocket (left) and ConSite Shot (right)

| ConSite OIL - 24-hour health monitoring of construction machinery

In October 2017, HCM began offering ConSite OIL in Europe
ahead of its worldwide launch. This new solution utilizing Con-
Site’s automated reporting system monitors the engine oil and
hydraulic oil conditions of machinery in operation 24 hours a day
and issues automated notifications to customers and service
staff at dealers.

This solution analyzes engine oil and hydraulic fluid condi-
tions of machinery, making it possible to understand the overall
“health condition” of machinery, including not only oil conditions,
but also the condition or breakdown of parts and components.
Generally, oil is removed directly from the machine and sent off
for analysis to monitor conditions, but ConSite OIL is able to
monitors oil performance all time by using sensors. The Global
e-Service is used to assess data on oil degradation or contam-
ination based on indicators such as temperature, viscosity, den-
sity, and dielectric. When a reading out of the ordinary is detect-
ed, dealer staff promptly propose to customers the suitable
maintenance, repair or parts replacement.

By innovating ConSite OIL, customers have increased their
advanced detection rate of breakdowns occurring in their ma-
chinery from 20% to 37%. HCM is now working on developing

the next ConSite service following the success of ConSite OIL.
Our ultimate goal is to increase the advanced detection rate to
90%.

= e,

—— | £PFS

ConSite OIL analysis report prepared automatically.
Combining these with operating status reports from ConSite reveals details of
machine usage.

CSR & Financial Report 2018
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Results Under the

8 Key Initiative Themes

CSV Theme3
Contributing to community development

With operations around the world, the HCM Group interacts with a wide variety of local communities.

In order for a company to continually grow, it must be committed to growing together with each of the
communities where it operates while being mindful of the local culture.

The HCM Group is aiming to realize a sustainable society through activities that capitalize on the unique
nature of its business operations for the growth of both communities and the Group.
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e Support the self-reliance of emerging countries

through infrastructure development

e Create jobs in the local community through the

parts remanufacturing business

e Support environmental activities in the local

community

requirements

e Develop machinery and human resources that meet regional

e Support the development of overall community infrastructure

utilized Hitachi Group integrated capability

development

.

¢ Provide financing and machinery to support infrastructure

Progress of main activities in FY2017

Build urban public works
infrastructure

The development of high quality
social infrastructure in emerging
countries is vital for achieving sus-
tainable economy development. The
HCM Group is contributing to sus-
tainable cities and living spaces by
providing various forms of ongoing
assistance, in addition to supplying
construction machinery used to make
infrastructure.

Create local employment
opportunities

According to a study by the Interna-
tional Labor Organization (ILO), the
number of unemployed worldwide
stood at 201 million people*(as of
2017). The HCM Group is contributing
to the creation of local employment
by actively hiring local people for its
parts remanufacturing plants in 12
locations around the world.

* Source: The future of work - ILO

DECENT WORK AND
ECONOMIC GROWTH

o

Energize global partnerships

Innovation driven by global partner-
ships must be energized in order to
achieve a sustainable society. HCM is
now accelerating initiatives by har-
nessing the collective strengths of the
Hitachi Group and by further reinforc-
ing partnerships with outside institu-
tions.

1 7 PARTNERSHIPS
FORTHEGOALS

&

Future initiatives
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In FY2017, we worked on developing human resources in local communities with the goal of growing
our businesses together with communities. These initiatives included participation in the Manufacturing
Skill Transfer Promotion Program being implemented through a public-private partnership involving
Japan and India. Looking ahead, we will further strengthen partnerships with various stakeholders
around the world and engage in activities that contribute to community development.

Build urban public works infrastructure

| Participation in the Manufacturing Technology Transfer Promotion Program in India

The Manufacturing Technology Transfer Promotion Program
supports the Government of India’s manufacturing industry ini-
tiatives of “Make in India” and “Skill India” for the country’s an-
ticipated medium to long term economic growth, which is car-
ried out in collaboration between governments and citizens of
Japan and India, with the goal of developing 30,000 human
resources in manufacturing over 10 years.

HCM supports the objectives of the initiatives of Japan and
India as well as this program, and has announced its intent to
participate through its Group company, Tata Hitachi Construc-
tion Machinery Company Private Limited. The plan is to establish
a training center within Dharwad Plant, one of the three plants
of Tata Hitachi Construction Machinery in India which boasts the
latest facilities, as a Japanese Manufacturing School with the
aim of training 30 manufacturing workers in three years through
lectures and on-the-job training (OJT) in cultivating the future
leaders of the industry.

The HCM Group hopes to contribute to the country of India,
which is undergoing rapid economic growth, not only through
provision of construction machinery including hydraulic excava-
tors needed for social infrastructure development, but also

| Internship program in Zambia

through cultivating human resources within India through its
involvement in this program.

=

Dharwad Plant, Tata Hitachi Construction Machinery Company Private
Limited.

On-the-job training

Hitachi Construction Machinery Zambia Co., Ltd. has launched
a three month internship program for students at Northern Tech-
nical College (NORTEC) located in the northern Zambia starting
January 2018. Each student was placed in the hydraulic, elec-
trical, and mechanical departments for hands-on learning on the
production floor. We are also considering the possibility of ac-
cepting interns from vocational schools in Lusaka, the capital of
Zambia.

Moreover, Hitachi Construction Machinery Zambia supports
the development of its employees with outstanding performance
by paying for their qualification exams and school tuition. For
example, two employees of the parts remanufacturing plant
received their qualification as factory workers with the support
of Hitachi Construction Machinery Zambia. These two employ-
ees were originally hired as general worker who had zero qual-
ifications other than a high school diploma. Their devotion to
work was recognized which made them eligible to receive finan-
cial support.

In this manner, Hitachi Construction Machinery Zambia con-
tributes to the development of local communities through its
involvement in the education and development of the future

generation and support for youth employment.

Interns on the job

CSR & Financial Report 2018
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Results Under the

8 Key Initiative Themes

Build urban public works infrastructure

| Parts remanufacturing business with operations worldwide

Hitachi Construction Machinery has engaged in the parts reman-
ufacturing business since 1970. This business involves collecting
old parts that were replaced during machine repair work and
then restoring them at our parts remanufacturing plants. Newly
remanufactured parts are then sold to customers at a reason-
able price after undergoing considerable quality assurance steps
ensuring they are as good as new parts.

This parts remanufacturing service includes removing core
parts from customers’ machines on site and then replacing them
with remanufactured parts already in stock. These used core
parts are then brought back to one of our parts remanufacturing
plants for remanufacturing, after which they are stocked in
preparation for the next order. Therefore, compared to repair
parts services where a broken part is brought back for repair
and then reinstalled in the machine on site at a late date, our
remanufacturing parts service helps to shorten the downtime of
customers’ machines. For this reason, our remanufacturing
parts service is an ideal option for customers who want to main-
tain a high utilization rate of their machines while keeping costs
down as much as possible.

Additionally, our parts remanufacturing plants maintain tech-
nologies for reusing many parts that otherwise would be dis-
carded. This greatly reduces the amount of waste compared to
conventional repair services. When customers elect to use our
remanufacturing parts service, they are helping to alleviate en-
vironmental issues, including climate change.

Furthermore, we gather information on core parts and share
this with development-related departments in an effort to con-

Energize global partnerships

stantly improve the quality of our products. Typically, the manu-
facturer is responsible for any defects that occur during the
warranty period, so most of the market information that is pro-
vided to development-related departments is within the warranty
period. Conversely, there is a shortage of information on product
faults after the warranty period. Amidst this, a majority of the
core parts handled by our remanufacturing parts service are out
of warranty, so we are able to provide various detailed and quan-
titative data to development-related departments, enabling us
to improve the quality of our products and utilize this data in the
development of next-generation models.

In this manner, we now engage in the parts remanufacturing
business, which generates a great deal of value for society and
the environment, too, at 12 of our manufacturing bases around
the world, as of March 31, 2018.

B Sales of the parts remanufacturing business

Index (%) (Index with FY2010 set at 100)
300 *North America region excluded
243
250 224
211 218

| Supporting self-reliance in Cambodia through NPOs

Known as the country with the highest density of landmines in
the world, Cambodia and its people still suffer from injuries and
fatalities from landmine accidents even though its civil war is long
over. The HCM Group has been donating to Good Earth Japan
(GEJ), an NPO, since FY2007 to support the self-reliant living of
local residents in Cambodia. GEJ is involved in promoting and
improving farming technologies by providing agricultural training
as well as infrastructure development, including roads and irri-
gation ponds, to improve the living environment. In addition, it
also plays a role in advancing education in the country.

In June 2017, a dormitory for teachers was built next to the
primary school of Prahop in Battambang Province with the fi-
nancial support of GEJ. The primary school was constructed in
2010 but due to its poor traffic access for commuting, teachers
had been using one of the classrooms as their office and dor-
mitory. As such, for several years now GEJ has received re-
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quests to build a teachers’ dormitory. HCM cooperated with
Hitachi Construction Machinery Tierra and Hitachi Construction
Machinery Japan in donating a portion of proceeds from sales
of mini-excavators to fund the construction project, making the
plan come to fruition. The quality of education is expected to
improve thanks to the new and improved work environment for
the teachers.

In FY2018, we will continue to support regional development
in Cambodia through our support in agricultural development,
road improvement and maintenance, and school maintenance
and management.

Commemorative photo taken in front of
the teachers’ dormitory

Energize global partnerships

| Assistance activities at elementary schools in China

The municipal government of Heifei City in China’s Anhui Prov-
ince has been implementing the Hefei City Project Hope since
1992 to support philanthropy that benefits youth. Many compa-
nies endorse this project and to date a number of different ac-
tivities have been carried out.

Since it was first established, Hitachi Construction Machin-
ery (China) has been involved in activities that benefit society
through this project. In particular, in the area of education, Hitachi
Construction Machinery (China) has striven to create educational
opportunities for children. These efforts include the construction
of Hitachi Construction Machinery Songgang Xi Wang Elemen-
tary School in 2010 financed in part with an education fund
donated to Hefei City, along with regular visits, the donation of
educational supplies, and by providing hands-on learning
programs.

In August 2017, Hitachi Construction Machinery (China) was
given the Hefei City Project Hope award by the City of Hefei for
these contributions to the community. Hitachi Construction Ma-

Energize global partnerships

chinery (China) will continue to support the Hefei City Project
Hope and provide assistance to youth, who represent our
future.
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Commemorative photo with Wang
Wei-Dong, deputy secretary of the Hefei
City government (center) (Representative
from Hitachi Construction Machinery
[China] fourth from the right)
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The Hefei City Project Hope Award

| Desert afforestation activities in the Horgin Desert (China)

The Horgin Desert located in the Inner Mongolia Autonomous
Region is the largest desert in China. Until about 20 years ago,
most of the population lived a semi-agriculture and semi-animal
husbandry lifestyle in which they farmed corn for animal feed
while raising cows or goats on pasture land. However, the effects
of drought completely transformed the once grassland into
desert, resulting in serious issues such as a decline in agriculture
and livestock productivity and growing damages caused by
desertification.

The HCM Group began desert afforestation activities in the
Horgin Desert in 2004 after endorsing the mission of the Green
Network, an NPO. The first 10-year plan was launched by Hita-
chi Construction Machinery (China) in 2004, and by the end of
this plan in 2014 vegetation had been planted on some
100,000m2 of desert land. Later, the second 10-year plan began
in 2015, with the goal of planting vegetation on 130,000m2 of
land in a separate area of the Horgin Desert. Since the start of
this plan, Hitachi Construction Machinery (China) has been plant-
ing vegetation together with dealers to meet this goal. Further-
more, Hitachi Construction Machinery (China) is promoting the
restoration of vegetation on another 100,000m2 of land together
with suppliers as the third 10-year plan. The restoration of forest
and vegetation on a cumulative total of 330,000m2 of desert
land will preserve biodiversity and lead to greater CO2 absorp-

tion and resource circulation.

Over the many years of these activities we have built strong
relationships with the local government and people. Local revi-
talization realized through these activities because of the involve-
ment of local people in such work as fence building, planting
and maintenance has also contributed to community develop-
ment. Some wild green pheasants and foxes can be seen again
in the location where these activities first took place, indicating
that biodiversity has been restored as well.

The HCM Group will continue to promote desert afforesta-
tion activities in the Horgin Desert in order to resolve regional
environmental issues and to balance improved quality of life with
sustainability.

Volunteers
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Results Under the

8 Key Initiative Themes

Key Initiative Theme 1

Pursuing safe, effective, and sophisticated
products and working environments

In 1950, HCM became the first to mass produce a mechanical excavator using purely Japanese
technologies. With our excellent technical capabilities as a foundation, we continue to deliver innovative,
highly reliable products that can resolve worldwide social issues. We constantly listen to the voices of
customers so that we make construction machinery that is safer and more efficient for workers, and we
are working collectively as a group to further increase site productivity.

¢ Realize the vision of “Made by Hitachi” uniform worldwide quality e Develop technologies to secure safety and

quality and to differentiate

¢ Develop talented manufacturing technicians

* Improve service support capabilities

¢ Provide accurate information on products
and services

Progress of main activities in FY2017

Expand technological innovation

Continuous investment in technologi-
cal innovation essential to the devel-
opment and improvement of social
infrastructure represents a vital
element in sustainable economic
growth and development. The HCM
Group is working to develop technol-
ogies to differentiate itself, while
securing safety and quality, to raise
competitiveness through resource
efficiency and improvements in
environmentally friendly technologies.

9 INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

&3

Disclose information to con-
sumers

Supplying products and services that
are safe and environmentally friendly,
along with conveying the correct
information to consumers in an
easy-to-understand manner, is vital in
building sustainable forms of produc-
tion and consumption. The HCM
Group is endeavoring to further
reinforce its customer-first quality
assurance system recognizing that
the above is an important responsibil-
ity of a construction machinery
manufacturer.

1 RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

QO

Transfer technologies through
education

High quality education and opportuni-
ties for lifelong learning must be
accessible to everyone around the
world. The HCM Group promotes
increased technical levels inside and
outside Japan, along with global, high
quality technical and occupational
training, regardless of nationality, age
or gender, in order to supply products
that meet the needs of each country
and region in a timely manner.

QUALITY
EDUCATION

|

Future initiatives
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In FY2017, we focused efforts on “Global Monozukuri Diagnosis” activities and promoted
improvements in the quality control system under the vision of “Made by Hitachi” uniform worldwide
quality. Looking ahead, we will continue to work on advancing human resource development and
support activities in order to pass down our accumulated technologies and use the initiatives of the
Tsuchiura Works (the mother plant for the HCM Group) at our overseas location as well.

Expand technological innovation

| Initiatives to realize the vision of “Made by Hitachi” uniform worldwide quality

The HCM Group is committed to delivering the same standard
of safety and quality of products manufactured at all of its pro-
duction sites around the world under the keywords “Made by
Hitachi” through various efforts so as to supply products that
truly delivery peace of mind.

Our quality assurance system is headed by the Quality As-
surance Center established at the Tsuchiura Works (the mother
plant for the HCM Group) under the Corporate Quality Assur-
ance Division. The center provides practical instructions and
support to the quality assurance departments of HCM Group
companies. The Corporate Quality Assurance Division oversees
the quality assurance operations of all production sites inside
and outside of Japan, which ensures the entire HCM Group
delivers and improves upon the same uniform level of quality to
achieve the Made by Hitachi vision.

In addition, the Corporate Quality Assurance Division col-
lects and summarizes customer feedback and requests, com-
ments from the sales and service frontlines as well as product
deficiency information through the quality assurance division of

TOPICS

Employee education in FY2017

each Group company. These are in turn reported at the monthly
Product Improvement Meeting chaired by the President in order
to investigate causes as well as discuss and propose measures
to prevent their recurrence. Results are then applied to all
products.

B Quality assurance system of the Hitachi
Construction Machinery Group

Hitachi Construction Machinery Group
Convey policy HCM Corporate Quality
T Assurance Division
(Z) N Tsuchiura Works
o Convey Quality Assurance Center
& . !
information _ Q
9 @ % ormatiol 9 %8 §
gr—| 3 — 3 2 |32 3
sz ¢ B g a8 <
@ 3 Q 2 S |8 g =2
sl = 5 Stz g
Q ° 3 3
s 0° g < |28 g
8 (0] o
o @) S
3 o Group companies
2 S and their quality
- Convey -assurance departments
information inside and outside Japan

We conduct a variety of employee education and assistance activities with the aim of standardizing quality assurance levels across the HCM Group in-

side and outside of Japan. We hold educational seminars to instill general knowledge on quality control including the Quality Control Course (Beginner/

Intermediate), Reliability Engineering, and Product Safety/Product Liability Course. Moreover, the Global Quality Assurance Technician Training Program,

which hosts trainees from overseas Group companies at the Tsuchiura Works to learn about quality control, has graduated 20 trainees to date. Currently,

six trainees are undergoing training at the Quality Assurance Division at Tsuchiura Works over a one- to three-year period. Also, during Global Monozu-

kuri Diagnosis activities in FY2017, a diagnostic technician for each of the processes at Tsuchiura Works, from assembly, machining, can manufacturing,

painting, and quality control, visited 12 production sites around the world to visualize vulnerabilities in each of these sites” manufacturing capabilities and

quality control through diagnosis, and provide assistance for improvement to promote the realization of Made by Hitachi.

| International Skills Competition

The International Skills Competition is held annually in order to
enhance skill levels across the HCM Group and secure a higher
level of quality.

In FY2017, the 14th HCM Group International Skills Com-
petition was held for two days on November 7 and 8, 2017 at
the Kasumigaura Institute. A total of 78 people who won the
earlier qualifying round took part in the competition to demon-
strate their skills honed through daily practice. Participants rep-
resented 17 HCM Group companies and partners inside and
outside of Japan (including 23 from five overseas production
sites in China, India, Indonesia, the Netherlands, and Russia).

The competition included a total of eight events; namely
welding, painting, measurement, assembly, transport, process-

ing, and welding robot, in addition to facility maintenance which
was launched as a new official event in FY2017. The results
indicate there is the growing number of winners from overseas
production sites in each event, demonstrating the strong out-
comes of the Made by Hitachi vision.

Going forward, we will look to
inject new excitement into such
opportunities so as to improve
the technical level of each site
further and work toward enhanc-
ing product quality and safety.

Welding contest
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Results Under the

8 Key Initiative Themes

Key Initiative Theme 2

,
Occupational safety and work style reform

| Status of Work-related Accidents

There were 45 work-related accidents that occurred at Hitachi B Frequency of lost-time-incidents (frequency rate*)

Every company maintains the important duty of protecting its employees from occupational injuries and

% o . . Construction Machinery in fiscal 2017, which marked an in- %
< health problems. In addition, creating a safe and secure work environment enhances corporate value. i st <
= . ) . . . . crease of 30 compared to the previous year. More than 60% of “® Allindustries =
z The HCM Group is exploring work styles that are more efficient and highly productive and promoting these accidents involved newer workers with fower vears of 8- Construction machinery and mining machinery manufacturing =
- - . . . . . . i involv wer workers wi wer year i ir busi itachi ; i
& workplaces where its diverse workforce can fully contribute its skills, under the basic philosophy of giving . A i . X Y o g"a:"_':_e“_’ e business -4 Hitachi Canstruction Machinery S
. . - - . - % ubsidiaries in Japan
priority to safety and health in everything we do. experience ) S @ resuft, we are Carrym,g Out emergency mea 2.0
sures to review work procedures and improve safety patrols,
2 among other solutions. There were 50 work-related accidents 2
= at our Group companies in Japan, and of these 19 occurred in 15 =
[0} @
3 manufacturing divisions and 31 in sales and services divisions. 3
o) . 2
Targets Key Initiatives Every day we are working diligently to ensure the safety of
our employees, with safety the top priority under our basic 10
2 » Make efforts to completely eliminate occupational injuries e A fair work environment stance of “prioritizing health and safety in every aspect of our 2
= . . . . work.” However, we must now return to the basics to focus on 05 =
3 ¢ Increase the number of business sites with OHSAS 18001 (occupational health and e Global management for L ) : 3
3 safety management system) certification health and safety of further utilizing our occupational health and safety management 031 3
Reduce the total overti " | (indirect workers) i f15 employees system and reinforcing preventive safety based on risk assess- /
¢ Reduce the total overtime of employees (indirect workers) to a monthly average o ) e ) 0.09 0.10
5 hours or less by FY2020 (HCM non-consolidated basis) ments. At the.same time, we wil fa|thfullly also implement safety 0 2013 204 2015 2016 2017 (FY) §
= ¢ Increase the average number of annual paid leave days taken by all employees to 17 measures taking into account past accidents as well as work to + Frequency rate: The number of incidents per 1,000,000 employee-hours worked. =
a2l . H thoroughly eliminate the potential for accidents. The Hitachi It is an indicator of the state of health and safety at a workplace. (These statistics 08
& or more days by FY2020 (HCM non-consolidated basis) only count lost-time-incidents of at least one day.) 5
(%' Construction Machinery Group stands committed to raising the g
= bar of its health and safety activities by carrying out health and e
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Progress of main activities in FY2017

Prevent occupational injuries

The SDGs request companies to
protect the rights of all workers and
promote a safe and secure work
environment. The HCM Group is
promoting occupational health and
safety from various angles in order to
realize a work environment that gives
the utmost priority to employee
safety.

DECENT WORK AND
ECONOMICGROWTH

Aid work-life balance

Achieving a comfortable and dynamic
workplace while balancing profes-
sional and personal obligations is an
issue not only faced in Japan but also
in the international community. The
HCM Group is promoting a produc-
tive workplace and rewarding em-
ployment by increasing the flexibility
of work styles and working to curb
overworking.

DECENT WORK AND
ECONOMIC GROWTH

a

Achieve employee health ad-
vancement

Consideration of employee health is
an important issue for management
for boosting productivity and increas-
ing employee creativity. The HCM
Group is promoting strategic ap-
proaches to employee health, recog-
nizing that the management of em-
ployee health represents one of
management’s responsibilities.

DECENT WORK AND
ECONOMIC GROWTH

o

Future initiatives

experience.

45  CSR & Financial Report 2018

The number of occupational accidents in FY2017 regrettably increased significantly compared to
the previous year. We take this result very seriously, and will now work diligently to create a bright
and healthy workplace free of injuries, with the elimination of occupational injuries one of the most
important tasks for management. Specifically, we will increase each employee’s safety awareness,
ensure they comply with fundamental rules, and step up safety training for workers without substantial

safety audits globally, including at our subsidiaries outside of
Japan.

| Initiatives for Work Style Reform

Work style reforms for the dynamic engagement of all citizens
are being promoted in Japan as a national initiative. Work style
reforms tend to focus on prolonged working hours, but these
reforms must also be implemented from the perspective of de-
veloping an environment where workers can do their job effi-
ciently while ensuring their health.

The HCM Group is working to create a comfortable and
dynamic work environment that further utilizes human resources
with various values, while ensuring that each and every employ-
ee can use their limited time to the maximum effect. In a mes-
sage from top management released in January 2018 entitled
“Launch of Work Style Reforms,” President declared HCM will
review conventional work styles together with employees and
create a healthy and dynamic work environment conducive to
the growth of individual employees and the company.

Specific measures include promoting work style reforms
through the use of IT tools and the introduction of novel tech-
nologies such as Robotic Process Automation where burden-

some processes are automated using robots. In addition, we
will continue to promote improvements in the employment en-
vironment and carry out reviews of office layout and introduction
of a free-address system, along with trial introduction of tele-
working (working from home or a satellite office) to achieve more
flexible work styles.

wu Y —
iﬂhalluggnla

Poster on work style reform
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Results Under the

8 Key Initiative Themes

Achieve employee health advancement

| Initiatives for health and productivity management

The HCM Group is promoting initiatives for health and produc-
tivity management to contribute to measures for the mental and
physical health of employees and their families and for prolong-
ing the healthy years of workers’ lives. We believe that creating
a healthy and comfortable environment that boosts work pro-
ductivity and assists in health maintenance and advancement
and where employees can contribute their skills is an important
theme for management to address. In October 2017, we re-
leased a declaration on health and productivity management
issued in the President’s name. Health and productivity consti-
tutes the very foundation of our recent initiatives for work style
reform and work-life management. We focus on making employ-
ees’ work a healthy and comfortable everyday occurrence.

In FY2017, a working group of the safety and health com-
mittee took the lead in organizing the walking seminar (Novem-
ber 2017), inviting outside speakers to attend this event that
incorporates the ideas and views of employees. In addition, a
group walk was held (January to March 2018) in which depart-
ments formed teams that competed against one another in
terms of the number of steps taken during a pre-determined
period. We will continue to promote initiatives to prevent lifestyle
diseases and for stopping smoking together with our Health
Insurance Association as part of our ongoing actions to reinforce

| Addressing mental health

and promote activities for health and productivity
management.

In February 2018, HCM and Hitachi Construction Machinery
Tierra were recognized under the 2018 Certified Health & Pro-
ductivity Management Outstanding Organizations Recognition
Program - White 500 (large enterprises segment) implemented
by the Ministry of Economy, Trade and Industry and Nippon
Kenko Kaigi.

* “Health and productivity management” is a registered trademark of the Workshop
for the Management of Health on Company and Employee.

Health and productivity management promotion members of Hitachi
Construction Machinery Tierra

Recognizing the importance of mental health care, the HCM
Group continues to carry out activities focused on four aspects
of care based on the guidelines published by Japan’s Ministry
of Health, Labour and Welfare. We have conducted stress
checks annually from before they were required by law. These
checks have enabled us to raise awareness among employees
about stress, create a comfortable work environment, and pro-
mote the use of hotlines staffed by professional counselors. In
FY2017, stress checks were performed in November, with ap-
proximately 9,000 employees across the HCM Group in Japan
receiving one. Stress checks represent an important initiative
linked with our health maintenance and advancement measures
and deeply correlated with measures to prevent overwork and
provide appropriate solutions and guidance by physicians.
Additionally, we strive to carry out activities with an eye on
both employees and their families, including self-care training
targeting all employees, line-care training for managers including
discussions on improving the workplace, support for employees

47  CSR & Financial Report 2018

returning from leave, and health counseling support, including
for families, through the Employee Assistance Program (EAP).

Our employees represent an irreplaceable asset. Going for-
ward, we will aim to become a company where all of its employ-
ees can work in a healthier and more comfortable environment,
and we will strive to improve the overall quality of industrial
health, including mental health care.

< ADI-HD
AN
B 3;"&
j "oy

Self-care training in progress

Learning materials handed
out during self-care training

NaEE -7

Key Initiative Theme 3

Developing human resources globally
and locally

It is becoming more difficult for companies to secure the human resources they need due to the
diversification of work styles and changes in values, among other factors. Under such circumstances,
developing human resources is essential for raising productivity. The HCM Group is how promoting
various initiatives aimed at developing both global human resources who can play an active role around
the world and local human resources who can carefully respond to the needs of local markets.

¢ Develop human resources development system that takes into e Management localization
account local cultures and business practices
® Development and recruitment of local human
¢ Expand educational opportunities for developing global human resources
resources
¢ Global personnel management leveraging
¢ Transform the diversity of our workforce into an engine of diversity
organizational growth

.

Progress of main activities in FY2017

Provide educational opportuni- Promote diversity

ties to learn technologies

Empower women in the
workplace

Providing fair and high quality educa-
tional opportunities to all is the most
valid and effective means for sustain-
able growth. The HCM Group is work-
ing to expand education and training
systems for the entire Group both
inside and outside of Japan.

QUALITY

EDUCATION

|

Even today women around the world
continue to face discrimination. This
has made ensuring women’s greater
participation and opportunities for
equal leadership a challenge. The
HCM Group is promoting measures
for development an employment
environment where women can work
a great deal of motivation.

5 GENDER
EQUALITY

g

To realize a sustainable society, it is
important to create an environment
where all people can contribute their
skills and abilities, regardless of age,
gender, disability, nationality or
ethnicity. The HCM Group is working
on initiatives recognizing that achiev-
ing diversity is an important task of
management.

DECENT WORK AND
ECONOMIC GROWTH

o

Future initiatives

In FY2017, we implemented a Succession Plan as an ongoing initiative. Additionally, we endeavored to
develop global and local human resources through various educational and training programs. Human
resources development for raising productivity is a common challenge both inside and outside of
Japan and across departments. Looking ahead, we will work to expand educational opportunities and
enhance educational programs.

CSR & Financial Report 2018
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Results Under the

8 Key Initiative Themes

| Implementation of succession plan

We introduced a succession plan in 2011 and today it applies
to the entire HCM Group. The purpose of the succession plan
is to share processes for utilizing human resources across every
organization of the HCM Group so that the right person is as-
signed to the right place globally. With a medium- to long-term
vision, we plan successors to current managers, identify what
these successors are missing in terms of fulfilling their future
duties, and how to train and educate these successors, after
the heads of each company and department identify the require-
ments to fulfill the duties of their respective organizations. In turn,
the duties and career path of each individual employee of the
HCM Group can be visualized across the entire organization.
This approach enables us to utilize human resources
strategically.

The key to implementing this plan is the development of

B Overview of our global human resources strategy

successors. Toward this end, the HCM Group in Japan has
actively hosted human resources from overseas Group compa-
nies to train and develop the successors of the tomorrow. We
launched this initiative in earnest in 1996 and over the past elev-
en years around 240 employees from overseas Group compa-
nies have come to Japan for training. As of May 2018, 32 such
employees (excluding technical interns) were in Japan undergo-
ing training. Since April 2016, we have hosted manager-level
employees from overseas Group companies.

By continually implementing this initiative, our goal is to de-
velop human resources who share the same value of the Kenkijin
spirit and play an important role at our operations around the
world. Eventually, these people serve as executives in charge of
the business strategy of our overseas operations, which will also
help us pursue management localization.

Vision
To make the most of people's talent and foster their development

.

Mission
The Right Person In The Right Place Globally

.

Global HR Policy

Succession Plan

Find Develop Transfer Satisfy
the appropriate successor the successor’s talent the successor to their Right Place jJ the successor with their treatment

Empower women in the workplace

| Developing female instructors at training centers

Hitachi Construction Machinery Training Center have been es-
tablished at 15 locations and branches in Japan in order to fa-
cilitate construction machinery related technical training, special
classes, as well as health and safety learning. We are now work-
ing to develop female instructors.

One reason is that in recent years a growing number of
women are operating machinery, such as part-time employees
driving forklifts at supermarket warehouses, and as a result, the
number of female trainees is on the rise. At the same time, many
of these female trainees worry about their ability to acquire the
certification they are studying for. Male instructors do not always
pay attention to fine details, while female instructors can provide
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female trainees with a sense of security, and therefore there is
growing demand female instructors.

Moreover, each training center strives to promote a fe-
male-friendly environment for the trainees, which aims to both
foster female instructors as well as cultivate more female
technicians. & i L

Female instructor playing an
active role at the training
center

Provide educational opportunities to learn technologies

| Education and training programs for developing global human resources

HCM has developed various education and training programs
in order to develop global human resources. For example, in
terms of linguistic training (English), TOEIC tests are regularly
held within the Group to assess employees’ English ability, as
well as to provide the opportunity for employees to hone their
skills through practical group training and correspondence
courses.

The Marketing Sales Support Program (MSSP) is designed
for employees of overseas dealers in charge of sales to learn
about the behavioral process of machine sales and parts sales
from the delivery of new machines and service parts to follow
up services; thereby, developing local human resources who can
incorporate these frontline needs.

In addition, other education programs categorized by rank
and skill type are made available to enhance the cultivation of
global human resources. These include Overseas Trainer Edu-

Provide educational opportunities to learn technologies

cation and e-learning on Products for Domestic and Overseas
Sales Personnel, which are aimed at further developing global
human resources.

Group work during MSSP

| Activities to develop global production engineers

The HCM Group regularly hosts training for domestic and over-
seas production sites at Tsuchiura Works (the mother plant for
the HCM Group) in order to realize the “Made by Hitachi” vision
to create products with the same uniform level of safety and
quality at its production sites around the world.

This training program allows young production engineers
from HCM Group companies around the world and Japan to
undergo practical three-year training including process planning,
rationalization, and jig design. The aim of the program is to cul-
tivate global human resources as well as instill the philosophy of
manufacturing embodied by the Tsuchiura Works in other pro-
duction sites worldwide; thereby, spreading the manufacturing
culture of the HCM Group.

Launched in 2008, the Global Monozukuri Human Resourc-
es Development Program has graduated 80 trainees who are
now showing Kenkijin Spirit to applying what they have learned

in Japan to their workplaces in order to achieve the “Made by
Hitachi” vision. In FY2018, eight new production engineers have
joined the program with a total of 24 trainees currently receiving
training.

Presentation of results and completion ceremony
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Results Under the

8 Key Initiative Themes

Key Initiative Theme 4

Creating better business transactions and
value chains

| CSR Management in the Supply Chain

o The business activities of the HCM Group, which offers diverse products and services around the world, . ) ) _— o
& . . . . .. . CSR management in the supply chain requires not only our own through the continuation of these measures. b
< are made possible with the support of many business partners and customers. With growing international o , , ) , <
= . . . - . .. .. . initiatives, but also the sharing of our CSR philosophy with busi- + As of Aril 2018 E
g interest in corporate social responsibility, the HCM Group shares its vision and policies on CSR with , ) : , p g
= . - . . ness partners and their cooperation. HCM requires the suppliers S
= suppliers to promote CSR activities across the entire value chain. , S , 2

to comply, using the “Hitachi Group CSR Procurement Guide- .

line” which contains actions we would like suppliers to take re-
2 garding CSR. For new suppliers, we revamped procedures for Hitachi Group CSR Procurement Guideline 2
= in-house screenings in November 2017 in order to reinforce http://www.hitachi.com/procurement/csr/csr/__icsFiles/ 3
[0} 1 1 @
3 compliance efforts. These rigorous screenings are carried out ;f:;ggl;é zhfl)llﬁl/'l[']é(/; [:J7I/D Hé[ﬁ\?glaiROUP—CSR— 3
o) . ) 2

Targets Key Initiatives on new suppliers and include provisions in consideration of — P

environmental and social criteria, such as anti-bribery
2 e Maintain a sound relationship with supplies and e Suppliers and human rights measures. 2
= governments . . Furthermore, we ask that procurement partners who we =
2 ¢ Fair sales partnerships , ) - . . 3
% « Promote fair and free competition and ensure consumer regularly do business with to join the Chikuhou-kai (61 member f\BD)

interests e Fair procurement companies”) or the Tokiwa-kai (44 member companies”) for the

2 ® Prevent risks within the supply chain e Corruption prevention purpose of building and maintaining partnerships with procure- 2
g_ ment partners. Both of these organizations joint seminars to ;
= foster understanding about HCM policies as well as safety, qual- 2
(0] (o)
(%' ity and the environment. They also hold presentations on exam- g
= ples of rationalization, skills competitions, and safety patrols led e
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Progress of main activities in FY2017

Increase awareness of fair trade

Rectifying unfair trade to promote
open competition and protect con-
sumer interests is a challenge around
the world today. The HCM Group is
focused on transaction audits and
legal compliance training for employ-
ees to ensure fair and equal trade is
practiced thoroughly.

Promote CSR throughout
the entire value chain

We expect our global business
partners will urge not only their group
companies but also their suppliers
from around the world to undertake
corporate activities with consideration
for CSR. Going forward, we at the
HCM Group will continue to distribute
and promote the Hitachi Group’s

Promote sustainable consump-
tion

To attain economic growth and
sustainable development, we must
establish a sustainable pattern of
manufacturing and consumption.
The HCM Group strives to minimize
the environmental impact of products
throughout the life cycle by creating
environmentally conscious products
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by members from both organizations.
We promote CSR activities across the entire supply chain

Promote sustainable consumption

Joint seminar in progress

| Reinforcement of used equipment distribution for value chain business

From April of 2017, Hitachi Construction Machinery (HCM)
launched “The used equipment remarketing solution service” for

used equipment is operated and to conform to local standards
and regulations, we will remove the emission gas after-treatment
device and rewrite the software of the used construction equip-
ment as these are delivered to each market.

Consequently, this service often involves delivering a finely
tuned and customized machine for customer’s applications or

To the top page of HCM Used Website
https://www.hitachicmused.com/
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§ guidelines on CSR among our suppli- in promoting sustainable consump- trade-in of HCM products in Japan and a modification to meet specifications, which also assist to improve the technical capa- §
§ ers. tion. the local emission standards and fuel quality for each country bilities of local dealers. \We offer varieties of proposal other than %
i and region, where Japanese used equipment redistributed, new machine deals which also help us to enhance our value i
g 16t e 17 s 12 mvosm through a consolidated subsidiary, Hitachi Construction Machin- chain business. g
= WSTITUTIONS ANDPRODUTION ery Japan, that engages the construction equipment sales, == =
8 z_ @ m service and rental business. : = _T___ — )
% - Currently, most of construction machineries operated in i == . §
g , : , L : = Pmi—| = S
; Japan equip the diesel engine and its peripheral equipment that :'.._ — ;
g is designed to use ultra-low-sulfur diesel (ULSD: sulfur content T — 2
& is 15 parts per million [ppm] or less), which conforms to 2011 hanirits &
In FY2017, we worked to prevent risks in the supply chain by revising the internal review process standards of Japan’s Act on Regulation, Etc. of Emissions From f
for new suppliers, in addition to requesting all of suppliers to comply with the Hitachi Group CSR Off-highway vehicles. Therefore, operating the used construction o
Future initiatives Procurement Guideline. As business activities continue to expand globally, addressing procurement equipment generated from Japan in the area where ULSD is k.
:z:::ls considered an ongoing concern. In the future, we will continue to anticipate and minimize these difficult to obtain may have a great possibility of engine trouble. ﬁ
Accordingly, in order to reduce the engine trouble risk when the
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Results Under the

8 Key Initiative Themes

Key Initiative Theme 5

G Ove r n a n C e Promote a safe and secure work environment by strengthening organizational capacity

| Corporate governance system

In order to enhance competitiveness as a company and enhance corporate value over the long term, it is : .
(9] ’ f . . (@)
. . . . . P, -

® As a member of the Hitachi Group, the HCM Group shares Hi M Ensuring constant independence from the &
< crucial to accurately understand global trends and shifts in management environment as well as establish . , o . , t =
= L . . A . tachi, Ltd.’s Basic Philosophy and Conduct guidelines and stip- parent company =
E a structure for decision making. The HCM Group is strengthening its governance system in order to ) o ) g
3 . . . . . ulates its own codes of conduct in line with them. The HCM 3
2 establish a structure to promptly and reliably execute management strategies as well as realize a fair and G ions this code of condot as the basic policl s 1) of Hitachi Conetruction Machinerv's ten (10 Dl =

transparent management style. roup positions this code of conduct as the basic policies on ince one (1) of Hitachi Construction gc |nery§ en ( ) Direc-

corporate governance. tors also concurrently serves as advisor to Hitachi Ltd., the
2 The HCM Group has adopted a corporate organizational parent company is able to exert influence on decisions on our 2
= system based on the structure for a company with a nominating management policy through the views expressed by this director =
[0} @
3 committee, etc., as defined in the Companies Act. We have great- at Board meetings. Nevertheless, the other nine (9) directors do 3
o) g - (5]

Targets Key Initiatives ly strengthened our system of corporate governance through this not serve concurrently in executive or other positions at Hitachi

separation of management oversight from business execution. Ltd. and there are three (3) outside directors who have been
2 e Establish a fair and highly transparent organizational e Strengthen global governance The Board of Directors comprises ten (10) Directors, of which reported to the Tokyo Stock Exchange as independent officers. 2
= framework y tt three (3) are Outside Directors (two [2] male and one [1] female). Therefore, we are in a position to be able to make our own =

¢ Vlanagement transparenc

% « Respect international principles on human rights g P y The Representative Executive Officer and other Executive Offi- management decisions. Also, terms and conditions of transac- %

¢ Fair tax strategies cers, who are authorized to do so by the Board of Directors, have tions with Hitachi Ltd. and its group companies are determined

¢ Respond to diversifying global risks . ) . . ) , .

P ¢ Risk management, including ESG the right to make operational decisions and execute work in ac- reasonably based on mutual discussions referencing market z
;_ ¢ Instill and establish awareness of compliance cordance with the company’s basic management policies. The prices and other factors. ;
= Board of Directors determines the responsibilities and duties of 2
(0] (o)
=] the Executive Officers, matters regarding supervision and author- 2
% . ity, and the mutual relationships among the Executive Officers. An Corporate Governance Guidelines %

¥ SLU L BAjeIU| ASY| € BWBUL OAJenU] A8y g BUWSLL BAeRIU Aoy

Progress of main activities in FY2017

Promote a safe and secure work
environment by strengthening
organizational capacity

As businesses expand overseas, it
has become even more important to
build a secure work environment and
exercise diligence towards human
rights at overseas production sites.
The HCM Group encourages hiring
locally as well as commits to creating

Build a resilient infrastruc-
ture through risk manage-
ment

As the globalization of business
advances, the risks surrounding
companies are also becoming more
diversified including natural as well as
man-made disasters (terrorism and
disturbances). The HCM Group is
enhancing its global management

Address risks of climate change

To minimize the damage brought on
by climate change, it is important to
foresee, analyze, and promptly
address such impacts. The HCM
Group is making efforts to establish
environmental compliance in order to
reduce environmental risks and
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Executive Committee (convening twice a month, in principle),
comprising all the Executive Officers has been established as a
consultative organ for the Representative Executive Officer, Pres-
ident and Executive Officer in making business decisions. The
Executive Committee exercises control regarding important mat-
ters related to the company’s operations.

B Corporate governance system (as of June 25, 2018)

Appointment/dismissal

https://www.hitachicm.com/global/environment-csr/csr-en/
company-en/governance-en/guidelines/

Accounting audit

a system of human rights education system by anticipating various risks. improve environmental values within > Accounting Auditor (Emst & Young ShinNihon LLC) 0" Internal Auditing Office 3
following the Hitachi Group Human its business activities. Report Replacement ) ) Auditing
nghtS POlICy P Deliberation/reporting

Report E)n

DEGENT WORK AND 13 CLIMATE . g

ECONOMIC GROWTH ACTION Board of Directors - o

Report . R Operations audit o c

M Audit Committee : ) : @,

‘I' | Four (5) directors AuE Eighteen(18) executive officers 3
X i i N " " " X
2 Ap(igﬁit;;:?'/ (of W';C.’CT tg,ree t(S) are Assistance Committee Representative Executive Officer, o &)
5 ;:’:—’ outside directors) Secretariat President, and Executive Officer = 5
g 5 @ 2
5 g 93 PS— O J
= o s 3S Proposition/reporting of =
g % 3= significant matters % g
o In FY2017, we newly introduced a safety confirmation system for all HCM Group companies in Japan @ g‘g ~ ; o

. to prepare for a large-scale earthquake or other disaster. We have published a new guidebook to = 3 E;' Nominating Committee ropontment Sevgﬁgggt(%g gggmgtgfﬁcers 2

Future initiatives promote the instillment and thorough implementation of compliance. Governance is an area that must %. 83 Five (5) directors dismissal »! o

be continuously implemented and strengthened. Going forward, we will continue to strengthen our @ 243 <°f(;“£;g“etgiﬁect(g)r Sa)‘re Control/supenvision S

governance system. 2 o

g g

o E

o ‘ kel

3 Assistance L

Q S.

o )

= (72

@
Compensation Committee
Three (3) directors Legall Depall'tment .
L (of whom two (2) are (Board of Directors' Secretariat)
> i g —_—
outside directors) Legal counsel  — "~ {Dept. in charge of compliance) Monitoring/guidance
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Results Under the

8 Key Initiative Themes

Promote a safe and secure work environment by strengthening organizational capacity

| Human rights initiatives

The HCM Group carries out human rights initiatives following its
policies on human rights explicitly stated in the HCM Group
Codes of Conduct and the HCM Group Human Rights Policy.

We continually implement education concerning human
rights included in rank-specific training for new employees and
new section managers, among others, for the purpose of im-
proving each individual employee’s awareness of human rights.
In addition, we conduct training concerning harassment during
our compliance training in order to create workplaces that are
sound and comfortable.

Build a resilient infrastructure through risk management

B Results of human rights training in fiscal 2017

. . participants Number of
E:i?i(r:]‘p?jr:}rsién that are participants Number of
fiscalg 2017 9 section that are general harassment training
manager or employees sessions
above
Hitachi

Construction 269 persons 37 persons 232 persons 203 persons

Machinery*'

HCM Group
1,714 persons  288persons 1,426 persons 664 persons
1,983 persons  325persons 1,658 persons 867 persons

Number of

“1 The number of HCM participants are participants of rank-specific training
“2 Group companies are the total for the 10 domestic companies

| Strengthening our risk management system

The HCM Group is working to reinforce our business continuity
plan (BCP) and business continuity management (BCM), so that
when faced with a risk, such as natural disaster or accident, we
are able to minimize the impacts on our business activities and
restore operations as soon as practical.

In FY2017, we newly introduced a safety confirmation sys-
tem for all HCM Group companies in Japan to prepare for a
large-scale earthquake or other disaster. With employee safety
in mind, this system can check the whereabouts and condition
of employees at any time during a disaster. We also conducted
a training drill using this system based on the scenario of an
actual disaster. In FY2018, we will increase the frequency of
training in an effort to facilitate the confirmation of employee
safety using the system.

Also, the HCM Group is working to strengthen its risk man-
agement system across the entire Group in order for it to grow
as a truly global corporation. We are now working to prevent
various types of risk and implementing measures against the risk
after assigning priority based on the impact and frequency of
each risk. As a way to avoid risk overseas, we continuously
monitor for incidents and disasters and issue appropriate in-
structions to employees traveling on business and expatriate
workers.

Going forward, we will continue to heighten awareness of
crisis management across the entire Group and take steps to
strengthen our risk management system.

55 CSR & Financial Report 2018

Measures against risks

1.

When a risk arises, we will implement initial mea-
sures immediately. We will promptly ascertain
the risk level and decide the range of the people
to be informed, according to the severity of the
risk.

. We will make constant efforts to raise the aware-

ness of employees and other relevant persons
to ensure that they recognize risks as risks, thor-
oughly understand the importance of compli-
ance, proactively work to prevent the occurrence
of risks and scandals, and take proper measures
to cope with risks when they occur.

. When a risk arises, or there is the possibility of

such, no matter how minor the risk is, we will
immediately report the matter to a superior or to
the Compliance Promotion Department manag-
er.

. We will regularly check risk potentialities and

take measures to prevent the occurrence of each
risk.

. We will always endeavor to maintain good rela-

tions with the local community (including police
stations, labor standards inspection offices, fire
stations, public employment security offices, lo-
cal residents, etc.).

| Compliance promotion structure and training

The HCM Group’s compliance promotion structure is headed
by the Compliance and Risk Management Division, which is in
charge of compliance activities for the entire HCM Group. Meet-
ings of the Compliance and Risk Management Division are con-
vened regularly to review, plan, and evaluate the results of vari-
ous compliance measures. It also works on prevention of mis-
conduct by deliberating on the effectiveness of measures for
preventing the recurrence of misconduct. We establish a Com-
pliance Promotion Officer and Compliance Manager at each
Group company and promote compliance activities in coordina-
tion with the Compliance Promotion Center of HCM’s Legal
Department.

Also, we provide a variety of training programs to raise
awareness about compliance across the entire HCM Group.

We provide e-learning on the topics of codes of conduct as
well as anti-corruption and compliance with competition laws to
executive officers, employees, temporary employees in Japan
and overseas managers. In FY2017, a total of 5,411 employees
from across the HCM Group took the course of e-learning.

Also in FY2017, we published the new Hitachi Construction
Machinery Group Compliance Guidebook, which we distributed
to executive officers, employees and temporary employees in-
cluding at HCM Group companies in Japan. The purpose of this
publication is to systematically explain compliance from the
basics to awareness and organizational functions, as well as to

Address risks of climate change

make the HCM Group’s unwavering commitment in its Compli-
ance Policy known to all. In FY2018, we plan to publish English
and Chinese language versions of this guidebook for use at
overseas Group companies.

Hitachi Construction Machinery Group Codes of Conduct
https://www.hitachicm.com/global/company/company-
profile/conduct/

HITACH!

HIRWIIV-T AYTSATVRHAKTvY

COMPLIANCE
GUIDEBOOK

QBmERHREE

Hitachi Construction Machinery Group Compliance Guidebook

| Response to environmental compliance

The HCM Group is strongly committed to environmental man-
agement. We have set our own voluntary environmental man-
agement standards that are stricter than laws and regulations in
consideration of the environmental impacts caused by our busi-
ness activities. Each of our business sites regularly measures
water quality, noise and other indicators in an effort to reduce
environmental risks. Also, whenever new facilities are intro-
duced, we check relevant laws and regulations on the environ-
ment in advance and have a system in place to ensure compli-
ance with laws and ordinances.

Mutual understanding among employees concerned estab-
lished through communication is important to promoting envi-
ronmental compliance. The HCM Group regularly provides on-
site guidance at Group companies and organizes environmental
exchanges. In FY2017, environmental managers from Hitachi
Construction Machinery (China) visited the Tsuchiura Works
where they discussed environmental management.

Discussion among environmental managers

CSR & Financial Report 2018
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Financial Information

Consolidated Balance Sheets et
unit: millions of yen,

Previous fiscal year (reference) Current fiscal year
As of March 31, 2017 As of March 31, 2018

| Management’s Discussion and Analysis

B Business Performance

Assets

inter-segment adjustments) was ¥92,638 million and adjusted Current assets 530,199 597.829
The HCM Group is implementing the management measures operating income was ¥2,425 million, owing to strong sales Cash and cash equivalents 65,455 81,929
laid out in CONNECT TOGETHER 2019, our mid-term manage- revenue from mining equipment in Australia and South America. Trade receivables 184,460 219,599
ment plan launched in FY2017. We are also working to develop Adjusted operating income is after deducting the 5,402 million Inventories 235,522 255,623
and supply Solution Linkage services, a name we have given to yen in amortization due to the purchase price allocation (PPA) of Income taxes receivable 4191 1.894
solutions that use ICT and loT to improve safety, improve pro- H-E Parts and Bradken. Other financial assets 27.626 28,029
ductivity, and reduce life cycle costs, each of which are chal- Consolidated revenue for the fiscal year 2017 (April 1, 2017 Other current assets 12,868 10,342
lenges facing our customers. —March 31, 2018) was ¥959,153 million, up 27.2% year on year. Subtotal 530,122 597.416
Fur‘[h('ermore, as part of our ongomg efforts to Qeepen the This r'obust grgwth is t'he relsult of r|S|ng sale§ of consFruoﬂon Assets held for sale 77 413
value chain ahd boost. earnings outside of new mgchmery saleg, machinery particularly 'h Chma along with an increase in sa.les Non-current assets 482009 491,967
we are working to relnf(?rce the parts. and serwc? ‘busme?s. in revenue fr(?m the consolldgnon of H-E Parts anq Bradken, WhIICh Property, plant and equipment 297 843 299,987
terms of after-sales services for machinery and mining facilities offset the impacts of Sumitomo Heavy Industries Construction Intangible assets 40.088 37 748
offered by H-E Parts and Bradken, which we acquired in the Cranes Co., Ltd. becoming an affiliate under the equity method Goodwil 36:640 35:01 6
previous year. At the same time, we ar‘e working to strengthen in the previous year. N . o Investments accounted for using the equity method 23126 29 549
our global support system as well as reinforce our management As for each profit item, adjusted operating income rose Trade receivables 11979 41392
structure and raise efficiencies by increasing market share and 231.1% to ¥93,582 million, thanks to the reduced cost of sales : !
. ) . . . ) Deferred tax assets 22,508 17,463
lowering costs. ratio and SG&A ratio coupled with an increase in sales of parts : -
With respect to construction machinery, demand for hydrau- and services and contributions from the solutions business. Other financial assets 19,354 20,148
lic excavators during the fiscal year under review exceeded that Operating income was up 305.3% year on year to ¥95,737 Other non-current assets 11,171 10,664
of last year in every region, except the Middle East. The HCM million and net income attributable to owners of the parent rose LEE BRI 1,012,208 1,089,796
Group is working to reinforce its parts and service business as 648% to ¥60,004 million. Liabilities
well as boost earnings by expanding its parts supply system and Current liabilities 400,535 366,422
rolling out ConSite service solutions globally that provide com- M Principles Regarding Appropriation of Earnings Trade and other payables 205,722 268,230
prehensive support to customers and their machines. As for and Dividends for the Year under Review and the Bonds and borrowings 153,883 69,892
ConSite, we added ConSite OIL, the construction machinery Fiscal Year Ending March 31, 2019 Income tax payables 4,063 11,000
industry’s first breakdown prediction tool for engines and hy- Other financial liabilities 29,696 11,584
draulic equipment that uses sensors to monitor oil condition The HCM Group will maintain and strengthen its financial struc- Other current liabilities 7171 5716
remotely, to the menu, and launched services in Europe in Oc- ture and work to bolster its internal reserves while considering Non-current liabilities 161,243 218,344
tober 2017. In Japan, as a response to i-Construction advocat- implementation plans for upfront investments, including invest- Trade and other payables 21,604 18,839
ed by the Ministry of Land, Infrastructure, Transport and Tourism, ments for technology development and facilities based on me- Bonds and borrowings 94,818 160,773
we are promoting the spread of ICT-powered work through dium- and long- term business strategies. At the same time, Retirement and severance benefits 16,768 17,341
training sessions at our ICT Demonstration Site opened in Hi- HCM will pay dividends of surplus linked to its consolidated Deferred tax liabilities 19,025 11,314
tachinaka City, Ibaraki Prefecture, and by providing solutions to business results twice annually, comprising interim and year-end Other financial liabilities 577 2,354
make work processes more efficient. dividends, with a target payout ratio of around 30% or higher. Other non-current liabilities 8,451 7,723
For mining machinery, demand greatly outpaced the previ- With the aim of enabling the execution of a flexible capital Total liabilities 561,778 584,766
ous year amid growing investments by mining companies. The policy, Hitachi Construction Machinery will acquire treasury Equity
HCM Group is working to increase sales of its AC-3 Series of shares in consideration of necessity, financial conditions, and Equity attributable to owners of the parent 399,619 448,502
rigid dump trucks that feature an advanced stability control sys- stock price movement. Common stock 81,577 81,577
tem developed with the power of the Hitachi Group. We are also With regard to the FY2017 year-end dividend, at the Meeting Capital surplus 82,553 81,991
delivering solutions to raise the efficiency of mining operations, of the Board of Directors held on May 21, 2018, a resolution was Retained earnings 228,026 279,201
including fleet management systems for mining machinery and approved for cash dividends per share of ¥49 with the record Accumulated other comprehensive income 10,518 8,802
the development of an autonomous haulage technology. Addi- date of March 31, 2018. As a result, cash dividends for the entire Treasury stock, at cost A 3,055 A 3,069
tionally, we are making efforts to build a more advanced cus- FY2017 amounted to ¥85 per share. Dividends for FY2018 are Non-controlling interests 50,811 56,528
tomer support system and boost sales revenue of parts and to be determined. Total equity 450,430 505,030
services. Total liabilities and equity 1,012,208 1,089,796

As for the solutions business, it comprises H-E Parts, which
provides service solutions, and Bradken, which engages in the
after-sales parts service business for mining facilities and equip-
ment. Both of these companies became consolidated subsid-
jaries last fiscal year. Consolidated revenue for FY2017 (prior to
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acquisition cost is reflected in the March 2017 resullts.

“ During the fiscal year ended March 31, 2018, the company finalized the provisional accounting treatment for business combinations. Revision of the initial allocated amounts of
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Consolidated Statements of Income

Previous fiscal year (reference)
From April 1, 2016

to March 31, 2017

(unit: millions of yen)

Current fiscal year
From April 1, 2017
to March 31, 2018

Financial Information

Consolidated Statements of Changes in ECIUIty Current Fiscal Year (From April 1, 2017 to March 31, 2018)

(unit: millions of yen)

Equity attributable to owners of the Company
Accumulated other comprehensive income

Net gains and

Revenue 753,947 959,153
Cost of sales 583,021 A 695,316
Gross profit 170,926 263,837
Selling, general and administrative expenses AN N42,661 A170,255
Adjusted operating income 28,265 93,582
Other income 4,768 6,658
Other expenses ANCNAN A 4,503
Operating income 23,622 95,737
Financial income 4,008 2,910
Financial expenses | AN 3,460 27,390
Share of profits (losses) of investments accounted for using the |
equity mepthod ( ) 9 | 2317 4,355
Income before income taxes 23,859 95,612
Income taxes N9 669 226,390
Net income 14,190 69,222
Net income attributable to

Owners of the parent 8,022 60,004

Non-controlling interests 6,168 9,218
Total net income 14,190 69,222
Net income attributable to owners of the Parent per share
(omsi) o P 37.72 282.16
Net income attributable to owners of the Parent per share 3779 28216

(diluted) (yen)

. Retained Remeasurements losses from
COMMON SO Capital surplus earnings of defined benefit | financial assets | Cash flow hedges
obligations measured at fair
value through OCI
Balance at beginning of year 81,577 82,553 228,026 949 7,571 ANV
Net income 60,004
Oth hensi
( er comprehensive A 283 1,451 163
income
Comprehensive income for
P - - 60,004 A 283 1,451 163
the year
Acquisition of treasury stock
Sale of treasury stock
Dividends to stockholders
A 9,357
of the Company
Changes in ownership inter-: |
ests in subsidiaries without | A b4
a loss of control | |
Change in the scope of
consolidation
Transfer to retained
ransier fo retd 30 230
earnings
Expiration of subscription
0 P £ 498 498
rights
Transactions with owners = VANIGYYA A 8,829 — A 30 —
Balance at end of year § 81,577 ! 81,991 279,201 21,232 8,992 149

Consolidated Statements of Comprehensive Income

Previous fiscal year (reference)

From April 1, 2016
to March 31, 2017

(unit: millions of yen)

Current fiscal year
From April 1, 2017
to March 31, 2018

Net income 14,190 69,222
Other comprehensive income
Items that cannot be reclassified into net income |
Net gains and losses from financial assets measured at fair!
valut(:jl through OCI | 2.916 1,444
Remeasurements of defined benefit obligations | 3,142 A 378
Other comprehensive income of equity method associates 1 7
Items that can be reclassified into net income ;
Foreign currency translation adjustments A 8,284 A 2,425
Cash flow hedges 1 A 88 160
Other comprehensive income of equity method associates 2206 A 313
Other comprehensive income, net of taxes : A 2519 201,505
Comprehensive income : 11,671 67,717
Comprehensive income attributable to owners of the parent 7,876 58,437
Non-controlling interests ; 3,795 9,280
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Equity attributable to owners of the Company

Accumulated other comprehensive
income

Foreign
currency transla-
tion adjustments

Treasury stock,

at cost

Non-controlling
interests

(unit: millions of yen)

Total equity

Balance at beginning of year 3,910 10,518 A 3,055 399,619 50,811 450,430
Net income — 60,004 9,218 69,222
ﬁ:;i:omprehens"’e ~2898 | A1567 A1,567 62 21,505
Comprehensive income A 2,898 21,567 — 58,437 9,280 67,717
Acquisition of treasury stock — A4 VA VA A4
Sale of treasury stock - - -
Zgﬁ:lizgdeorease by share ‘ . A9.357 £3.999 A 13.356
Changes in ownership inter—% :

ests in subsidiaries without A9 A119 2183 419 236
aloss of control ‘ 3

Change in the scope of

Consgidation ’ - - 17 17
Transfer to retained

earnings 430 B B
Other increase/decrease - - —
Transactions with owners A 119 AN T49 ANV A9 B54 A 3,563 213,117
Balance at end of year § 893 ! 8,802 A 3,069 448,502 56,528 505,030
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Company Information

Consolidated Statements of Cash Flow Company Profile (As of March 31, 2018) Investor Information (As of March 31, 2018)

(unit: millions of yen)

Previous fiscal year (reference)
From April 1, 2016

Current fiscal year ) )
From April 1, 2017 Company Name  Hitachi Construction Machinery Co., Ltd. Stock Exchange of Listing First Section of the Tokyo Stock Exchange

to March 31, 2017 to March 31, 2018 (Hitachi Kenki Kabushiki Kaisha) (#6305)"

Net income 14,190 69,222 Paid in Capital 81,576 million yen “The cash equity market integration between Tokyo
L. Stock Exchange (TSE) and Osaka Securities
Depreciation 30,680 32,306 Head Office 16-1 Higashiueno 2-choume, Exchange (OSE) was completed on July 16, 2013.
Amortization of Intangible assets 3,284 5,526 Taito-ku, Tokyo, 110-0015, Japan Accounting Auditor Ernst & Young ShinNihon LLG
Impairment losses 3‘2§2 549 Establishment October 1, 1970 Stock Transfer Agent Tokyo Securities Transfer Agent Co., Ltd.
Gains on business restructurin A - i ;
| 9 9 649 26.390 President Kotaro Hirano Number of Shares Authorized 700,000,000
noome tax expense ' ' Employees 283,925 (Consolidated) 4,072 (Non-consolidated) . . 03
Share of profits of investments accounted for using the equity Number of Shares Issue 215,115,038
311 A 4,355 Maijor Operations Manufacturing, sales, rental and service of con-
method } ) ) ; Number of Shareholders 25,069
; . struction machinery, transportation machinery,
Gain (loss) on sales of property, plant and equipment A 51 A K74 environmental related products and other machines Annual Meeting The annual meeting of shareholders is
Financial income A 4,008 22910 and devices usually held before the end of June in
Financial expenses 3,460 7,390 URL https://www.hitachicm.com/global/ Tokyo.
(Increase) decrease in accounts and trade receivables 21,482 227,497 B Composition of Shareholders
(Increase) decrease in lease receivables A 4,754 A 14,257
(Increase) decrease in inventories 28,974 A 24,664
Forei ies and forei
Increase (decrease) in accounts and notes payables 20,580 53,337 or%gnéoapames o orelggggsurities Companies'l . 42%
Increase (decrease) in provisions and retirement benefit obligations 2,704 A 248 1 . %
N\
Other 23,152 217,667 y
Subtotal 103,355 102,548
Interest received 2,573 2,548 Financial institutions
Dividends received 593 1,179 24 . 3 2% Ownership ratio
Interest paid A 3,534 25,089
Income tax paid £15,026 416,658 Individuals and others Other companies
Net cash provided by operating activities 87,961 84,528 6 9 5% \ 52 3 1 %
Capital expenditures 213,999 16,887
P f le of rty, plant and i t , , .
roce.e.o!s rorr.] Sae? property, piart and equipmen 1,998 4,603 B Major Shareholders (Top 10 Largest Shareholders)
Acquisition of intangible assets A 3,304 VAVWAYA
Acquisition of investments in securities and other financial assets
A A : .
(including investments in associates) 56,070 21416 Number of shares Ownership ratio (%)
Sales of investments in securities and other financial assets Shareholder held (Third decimal place
) o ) ) A 3,807 469 rounded off)
(including investments in associates)
(Increase) decrease in short-term loan receivables, net 63 116 Hitachi, Ltd. 108,057,610 50.81
Collection of long-term loan receivables 172 88 The Master Trust Bank of Japan, Ltd. (trust account) 22,855,800 10.75
Other 337 = Japan Trustee Services Bank, Ltd. (trust H 10,690,800 5.03
Net cash provided by (used in) investing activities AN 74,610 A 37,562 apan Trustee Services Bank, Ltd. (trust accoun T i
Increase (decrease) in short-term borrowings, net 24,232 A 33,864 Japan Trustee Services Bank, Ltd. (trust account 9) 4,750,900 2.23
Proceeds from long-term borrowings and bonds 39,143 90,386 Trust & Custody Services Bank, Ltd. (securities investment trust account) 2,908,400 1.37
P nts on long-term borrowings and bonds VAN 3 270,844
Payme | 9 | E ;Z'ggé L 700 STATE STREET BANK WEST CLIENT - TREATY — 0,93
ayments on lease payables ' ' (Standing proxy: Clearing and Settlement Department, Mizuho Bank, Ltd.) U '
Dividends paid to owners of the parent 3,005 9361 :
Dividends paid to non-controlling interests AT.862 A 2103 Japan Trustee Services Bank, Ltd. (trust account 5) 1,786,500 0.84
Purchase of shares of consolidated subsidiaries from A 2882 _ Japan Trustee Services Bank, Ltd. (trust account 7) 1,723,300 0.81
non-controlling interests JP Morgan Chase Bank 385151 (standing proxy: Settlement & Clearing Services Divi- 1430.707 0.47
Other L4 3 sion, Mizuho Bank, Ltd.) A '
Net cash provided by (used in) financing activities AN 25,817 A 30,483 :
Effect of exchange rate changes on cash and cash equivalents 201,189 A9 BNYM Goldman Sachs Japan (standing proxy: MUFG Bank) 1:329,200 0.63
Net increase (decrease) in cash and cash equivalents A 13,655 16,474 “1 Hitachi Construction Machinery holds 2,457,970 shares of treasury stock, but these have been excluded from the list of major shareholders above.
. I “2 Ownership ratio is calculated without the 2,457,970 shares of treasury stock.
Cash and cash equivalents at beginning of year 79,110 65,455
Cash and cash equivalents at end of year 65,455 81,929
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Hitachi Construction Machinery Co., Ltd.
2-16-1 Higashi-Ueno, Taito-ku, Tokyo 110-0015
https://www.hitachicm.com/global/

Contact for inquiries
Public Relations Strategy Office, Tel: 03-5826-8152, Fax: 03-5826-8209
CSR Promotion Department, Tel: 03-5826-8122, Fax: 03-5826-8209
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