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Consolidated Balance Sheets
As of March 31, 2007 and 2008

Millions of yen

March 31,
2007 2008
ASSETS
Current Assets:
Cash in hand and in Danks .........c.ccccoeeieiieeienienieceeceecee e ¥ 3,291 ¥ 5,634
Notes and accounts receivable............cccoeeveeeciiecciieccieeeee e 12,416 7,985
Real estate fOr SALe .........cocuvviiiiiiiiiiiiiiieeeeeeee e 739 698
Cost of construction in Progress.........occecevereeeereenereesieneneneenees 14,349 13,312
Cost of uncompleted development projects.........cccecveeeerveeveennenns 6,860 5,300
Inventories - materials and SUPPLES ........ccceeevveeeciiecciieeeieecee e 67 63
Deferred iNCOME taXES......covvieiirieriiiiiiierieereesieeneesteseesae e eaeeeeas 507 593
Other CUITENt ASSELS.....cc.evuieuieriiriiriieieieeieeteee et 1,244 1,229
Less: allowance for doubtful accounts.........cc..cceceevveerieriienseeneennee. ) (73)
Total CUITENE ASSELS ....uveeveeveeieeieeeieeete e eee e eeeeeeeveeaeeaeeanas 39,396 34,741
Fixed Assets:
Tangible Fixed Assets:
Buildings and Structures...........cccocoeeeeeriereeieieneseeeeeeee e 14,683 14,760
Machinery and equipment ............cccoeeeveeeeieeecieeesieeeciee e 1,658 1,444
GO COUTSE ..cnviiniiiiieeiieeieeie ettt ettt te et e e esae e esasesaaesaee s 1,967 1,977
LaNnd....ocoooeiieieeceee et 8,181 8,216
ConStruction in ProgreSsS ........ccceeververereerieniereeeesieseeeeeenaesnees 129 9
L@ 141 TSRS 1,899 1,930
Less: accumulated depreciation .............cccoceeeeeceevieeeeeeneennennnn. (9,687) (9,558)
Total tangible fixed asSets ........ccccevevveerenenieiienencnieieene 18,930 18,778
Cost in excess of net assets of subsidiaries...........c.ccceceveevevvennenne. 265 19
Other intangible fixed asSets.........ccccvevvevireeciecenieeeesece e 619 615
884 634
Investments:
Investments in SECUTItIesS.......c.ccueevvievieeceiecieeeceeceecee e, 6,933 5,133
Long-term l0Ans ........ccccovieviinienienieeieeieeeeee e 3,202 3,103
Deferred iNCome taXesS......ccueveerierieeiieniieeiieeieeiieesieenieesreesaeenaees 215 8563
Other INVESTMENTS ......cc.cooveririiieiecieieeeeeeeecee e 1,409 1,361
Less: allowance for doubtful accounts..........cccccecerveeevueeneennnen. (1,595) (1,619)
Total INVeStMENtS.......cc.eeeeieeeieeeiiecee e 10,164 8,831
Total fixed aSSetS ......ccoviieeieeieeeeeee e 29,978 28,243

¥ 69,374 ¥ 62,984

The accompanying notes are an integral part of these statements.
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Millions of yen

March 31,
2007 2008
LIABILITIES
Current Liabilities:
Notes and accounts payable ...........cccocvveeieeieiieeiieeiecie e ¥ 17,040 ¥ 14,893
Short-term bank loans ............ccceeeeiieeiieeiieeeeccee e 7,323 4,043
Income taxes payable ..........cccoooiieiiiieii e 71 52
Advances received on construction in progress ............cc.cceeeueenee. 11,300 10,615
Advances received on uncompleted development projects ......... 321 4
Accrued bonuses to eMpPlOYEEs........cceeecvieeeieeiiieeiie e 299 336
Accrued bonuses to directors and statutory auditors................... 68 34
Accrued WarTanty .......cocceoveeueeienieneniieienieeieete ettt 44 29
Allowance for losses on construction contracts...........ceceeeeevueenns 105 660
Other CUITENTt ASSELS.....ccuecuieeieiirieeieierieeeeeeeee e ereete e see e eeeneeeneens 637 832
Total current liabilities...........ccceeeiieeiieeeiiiceeeeee e, 37,208 31,498
Long-Term Debt:
Reserve for retirement benefits to employees...........ccccceeeeuveennenn. 587 548
Reserve for retirement benefits to officers.........ccoccevvevvienieniennen. 943 986
Membership dePOSit.........coeeeiiiecieeeiieeie e 6,322 6,170
Other long-term debt.............cociviiiiiiiinireeeeeeee e 75 206
Total long-term debt...........ccooieierieririeieeeeeeeeeeeeeee e 7,927 7,910
NET ASSETS
Shareholders’ equity
COMIMON SEOCK ......viiiiiiieiieiieciecteeeeete et eeeere e e saeeaeeereesseesaeenneens 9,116 9,116
Authorized — 200,000,000 shares
Issued — 78,368,632 shares as of March 31, 2007 and 2008
Capital SUIPIUS ....c.eovveriiiiieiinieeteeeeetee et 7,426 7,426
Retained €arnings...........cooeeveeriinienienienieeieeieeeeee et 5,760 6,235
TrEASUTY STOCK......cviiciieiieiieieeet ettt et e eveeeae et aeesaaeenaeeeeas (1,828) (1,840)
Total shareholders’ €qUItY ..........ccccceeeevievierieeeiereceeeee e 20,474 20,937
Valuation and translation adjustments
Unrealized gain on other SeCurities ..........c.cccecevverveevienneeneeneenen. 2,189 1,096
Unrealized gain on hedging derivatives...........ccccceeveeviievieneenieennen. 6 (17
Foreign currency translation adjustments...........ccccocceeveeverncnnnen. 17 47
Total valuation and translation adjustments.............cccccceeeeveenenn. 252112, 1,032
MINOTILY INEETESES. .. uveeuviiiiiieeieeiteerieertert ettt ettt 1,553 1,607
Total NEt ASSELS......eeiiiiiiiieeeeee e et ¥ 24,239 ¥ 23,576

¥ 69374 ¥ 62,984

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Operations

For the years ended March 31, 2007 and 2008

Millions of yen

March 31,
2007 2008
Net Sales:
Completed construction CONtracts..........cceeceeveerereerienieneeceenennns ¥ 62,291 ¥ 58,110
Real estate development and engineering..............ccoceeveeveevennenne. 6,454 12,329
68,745 70,439
Cost of Sales:
Completed construction CONtracts..........cccoeeeeeeveerereerieneneeneenns 58,106 54,994
Real estate development and engineering............c.cecveeverveeeeennenen. 4,195 8,717
62,301 63,711
GTOSS PIOFit. et 6,444 6,728
Selling, General and Administrative EXpenses..........cccccecveeverereeeeneene. 5,364 5,265
Operating iNCOMIE ........ccoeevueirienierieeieeieerieesieeseeste e seesaeeens 1,080 1,463
Non-Operating Income/(Losses):
Interest and dividend iNCOME ..........cccoeeeierieririerieneeieieeeeeene 86 102
INtEreSt EXPENSES. ...covuieiiiiieriieeieeie ettt ettt e st e saesaresaaeens 95) (195)
Foreign exchange gains/(10SSES) ........cevvverieeiiienieenieeiieenieeneenaeennes 37 247)
Equity in gains/(losses) of affiliates........c..ccocevervienenenieiienencnen. 83 (71)
(01 1<) 0 4T TP TR 99 163
1,290 1,215
Special Items:
Gain on sales of fixed aSSEtS.......ccccvverierieeieeiiieieciececeee e 5 8
Loss on disposal of fixed assets .........ccceceveverieiieiininnienicienenne. ) (16)
Impairment loss on fixed asSets .......ccocceevverviervierieeieineinieneeneene — (@)
Gain on sales of subsidiaries StOCKS ...........cccccevvveriierciinviinnieniennne. — 332
Loss from compensation for damage.............ccceeveevueevieeneeneeneenns — (424)
OtReT, NET ...t 1 (48)
Income before income taxes and minority interests ............ 1,289 1,065
Income taxes
CULTEIE ...evveevieiteeiee et ete et eteete et ete e teesseesteesseessaesssessaessaeensasnseenss 70 68
Deferred.....c.cooouiviiiiiiiiicie e 259 33
Minority Interests in Earnings of Consolidated Subsidiaries .............. (95) (62)
NEt INCOIME .....eeeiiieiiiieeiieeeeete ettt e ¥ 865 ¥ 902

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Changes in Net Assets
For the years ended March 31, 2007 and 2008

Millions of yen
Adjustments
Number of on foreign
shares of Unrealized Unrealized gain ~ currency

common Common Capital Retained ganonother Treasury onhedgiig —statements Minority Total net

stock  stock  surplus earnings secuites stocks  deivives translation interests assets

(thousands)
Balance at March 31, 2006 ..... 71,642 9116 7426 5713 2767  (1,807) — (12) 1587 24,790
Net Gain for the year
ended March 31, 2007... — — — 865 — — — — — 865
Cash dividends ................ — — — (642) — — — — — (642)
Bonuses to directors and
statutory auditors......... — — — am — — — — — am
Increase in treasury
(78) — — — — (14) — — - (14)
— — 0 — 2 — — — 2
— — ) 1 — ©) — — — ®)
Adjustment for the year.. — — 0 — (578) — 6 29 349 (B

Balance at March 31, 2007 ..... 71,564 9116 7426 5760 2189  (1,828) 6 17 15565 24239

Net Gain for the year

ended March 31, 2008... — — — 902 — — — — — 902
Cash dividends ................ — — — (427 — — — — — (427
Increase in treasury

11016 RO (40) — — — — (15) — — — (15)
(ain on sale of treasury

11010 GO — — 0) — 3 — — — 3
Adjustment for the year.. — — — —  (L,093) — (23) (65) 55 (1,126)

Balance at March 31, 2008 ..... 71524 9116 7426 6235 1,096  (1,840) an (48) 1,608 23,576

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Cash Flows

For the year ended March 31, 2007 and 2008

Cash flows from operating activities:

Net income before iNCome taxes ........c.cccceevevveviirenieiniieiiiiienienenenenene
Adjustments for:

D C] 0) KTl 11 10 ) (PRSI

Impairment loss on fixed assets

Equity in gains of affiliates .........ccccoceveririiiiininiiiieeeeeeseee

Interest and dividend iNCOME..............ccceeeieieeiieieeeeeceeeeese e

Interest expenses

Gain on sales of fixed aSSetS........ccvvevveeruiirienieincecceeeeee e

Foreign exchange 10SS...........ccoieiiiiiiiiiiiiieeceeee e
Increase in reserve for retirement benefits to

employees and OffiCersS ........cccuiiiiiiiiiiiiiiiiiieeee e
(Decrease) in accrued Warranty...........ccceeeveeeeeerinieenieneeenneeneeneeseeceenennene
Increase in allowance for losses on construction contracts ..
Increase in accrued DONUSES..........cccoveveriiiiiiiiiiiiieieeececrcrereerene
Increase/(decrease) in allowance for doubtful accounts.............ccccceeuenene
(Increase)/decrease in notes and accounts receivable ...........cccceeeeevueenennes
(Increase) in cost of construction in progress and cost of

uncompleted development Projects ..........coeveverererenieneeieesiecieriesienienne
(Increase)/decrease in real estate for sale and inventories....
(Decrease) in notes and accounts Payable ...........ccoceverererereeeeneenienienaenne
Increase/(decrease) in advances received on construction in progress....

Interest and dividend income received ...........cccccevveeveerieniienieneeneenieeseniene
Interest eXpenses PAId.......ccceeeeuieieiiiienenenereeeetet et
INCOME tAXES PAIA ...cvveeeeeeiieiieieeeeeee et

Net cash provided by/(used in) operating activities ...........c.ccoueueene

Cash flows from investing activities:
Payment for making time deposit ..........cceevervieeiieniiiniiiniineeceecceeeee
Proceeds from withdraw of time deposit..........cccocveeveervieniienieeieceeeeeeeene
Payments for purchase of fixed assets..........ccecevvveeienienienieceeeeceeeene
Proceeds from sale of fixed asSSets........ccceevuerieriieriinienienieneeeeeeieeee e
Payments for purchase of investments in securities.............cecoeceeeeereennne.
Proceeds from sale of investments in securities..........c.ccoceeereeenenenennnne.
Payments fOr 10Ans..........cccoovieviiniieiiiiecieeeeeeeseese e
ColleCtions Of LOANS......c..coveuiriiiriiieiiricieete ettt
Proceeds from sale of shares of a consolidated subsidiary....

Net cash provided by/(used in) investing activities ............ccceceeuene

Cash flows from financing activities:
Increase/(decrease) in short-term bank loans, net ...........cccceeeeeeeeeeeennne.
Purchase of treasury stock
Purchases of subsidiary’s treasury stock by the subsidiary ........................
Cash dividends PALd........cceevieieieieieieiierieese et ae s eae e eseens
Net cash provided by/(used in) financing activities.........c..cccceeeenee

Effect of exchange rate changes on cash and cash equivalents........................
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents of beginning of year.............cccccceecerinevnccncncene.
Cash and cash equivalents of end of year.............ccocceeeveriiercieniieniecieeceee e

Millions of yen

2007 2008
¥ 1289 ¥ 1,065
449 506
— 2
(83) 72
(86) (102)
95 195
&) ©
3N 138

1 4

(©)) (14)

82 555

22 37

14 (5)
(2,710) 4,427
(6,754) 2,598
92) 43
(295) (2,140)
556 (686)
(193) (535)
(7,756) 6,151
86 101
(95) (195)
(66) (100)
(7,831) 5,957
(232) (252)
271 231
(324) (624)
23 53
€] (601)
223 498
(42) (390)
67 691

— 510
&) 33
(19) 149
5,934 (3,232)
(11) (13)
(128) —
(645) (430)
5,150 (3,675)
4 (109)
(2,696) 2,322
5,755 3,059
¥ 3059 ¥ 5381

The accompanying notes are an integral part of these statements.
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Notes to Consolidated

Financial Statements

1. Basis of Presenting Consolidated Financial Statements
(a) Accounting Principles

The accompanying consolidated financial statements have been prepared based on the accounts
maintained by Kitano Construction Corp. (the “Company”) and its subsidiaries. The accounts of the
Company and its domestic subsidiaries are maintained in accordance with the provisions set forth in the
Commercial Code of Japan, the Securities and Exchange Law, and in conformity with accounting
principles and practices generally accepted in Japan, which are different in certain respects as to
application and disclosure requirements of International Financial Reporting Standards. The accounts of
the Company’s overseas subsidiaries are maintained in conformity with accounting principles and
practices generally accepted in their respective countries of domicile.

Certain items presented in the consolidated financial statements filed with the Director of Kanto
Finance Bureau in Japan have been reclassified for the convenience of readers outside Japan.

The consolidated financial statements are not intended to present the consolidated financial position,
results of operations and cash flows in accordance with accounting principles and practices generally
accepted in countries and jurisdictions other than Japan.

(b) Scope of Consolidation

The Company had 8 subsidiaries (majority-owned companies) as at March 31, 2008 (8 for 2007). The
consolidated financial statements in fiscal years ended March 31, 2008 include the accounts of the
Company and 7 (7 for 2007) of its subsidiaries “the Companies”, which are listed below:

eKawanakajima Tochi Kaihatsu Co., Ltd. ........ccccccevenininneen. 69.23% owned
eKisokougen Kaihatsu Co., Ltd. ......c.cccoecevviereninieieieneeceens 40.00% owned
eSolomon Kitano Mendana Hotel Limited. ..........c..c.cocuue.... 100.00% owned
eWestern samoa Kitano Limited. ........ccccccccoevvvviiiiiiieiieninnnnn. 99.00% owned
eAsahi Agency Co., Ltd. .....ccooeviriiiieiiieieeeeee s 52.38% owned
O Kitano ATMS COTP. ..eocvveevieieeieereecieeeteecieeeeeereeeeesreeaeeneenneas 34.95% owned
O HAKUDAL INC. ..oviiiiiiieiieeieee e 34.95% owned

The above consolidated subsidiaries, except for Solomon Kitano Mendana Hotel Limited, Western
Samoa Kitano Limited, Kitano Arms Corp. and Hakubai Inc., which have fiscal years ending at December
31 of each year, have a fiscal year ending at March 31 of each year, which is the same as the fiscal year of
the Company.

The remaining 1 unconsolidated subsidiary is not consolidated, as it is not significant in terms of
total assets, net sales, net income or retained earnings.

2. Summary of Significant Accounting Policies
(a) Principles of Consolidation

All significant intercompany balances, intercompany transactions and unrealized profits among the
Companies have been eliminated in consolidation and the portion thereof attributable to minority
interests is charged to minority interests.

In eliminating investments in shares of consolidated subsidiaries, with the underlying equity in net
assets, any difference between the cost of an investment in a subsidiary and the amount of underlying
equity in net assets of the subsidiary is treated as an asset or a liability, as the case may be, and amortized
over a period of five years on a straight-line basis.

The assets and liabilities of the consolidated subsidiaries are recorded at market value on their
consolidation. Cost in excess of the net assets of the subsidiaries is amortized over 5 years.

(b) Investment in Unconsolidated Subsidiaries and Affiliates

Investments in unconsolidated subsidiaries and affiliates are stated at cost.

The equity method of accounting for such investments is applied to Sakura Hanoi Plaza Investment
Company Limited, Kawajima Nakayama Kaihatsu Co., Ltd, which are affiliates of the Company, since the
application of this method has significant effect on the net income and retained earnings of the
Companies.

(c) Revenue Recognition from Construction Contracts

Revenue from and related costs of construction contracts, whose construction periods are more than
two years and contract amounts are more than one billion yen, are recorded under the percentage-of-
completion method. Revenue from and related costs of construction contracts except the above are
recorded using the complete-contract method.

(d) Inventory Valuation

The cost of construction in progress, real estate for sale and the cost of uncompleted development
projects are valued at cost on an individual project basis. Materials and supplies are mostly valued at
cost, which is determined by the moving average method.

(e) Depreciation
Depreciation is computed by the straight-line method for buildings (excluding leasehold
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improvements and auxiliary facilities attached to buildings) and by the declining-balance method for
other assets, at rates based on the estimated useful lives of the assets, as prescribed by Japanese income
tax laws. Depreciation for real estate for leasing is computed by the straight-line method. The range of
useful lives is principally from 3 to 50 years for buildings and structures and from 2 to 20 years for store
fixtures and equipment.

(f) Allowance for Doubtful Accounts

The balance of allowance for doubtful accounts represents the amount deemed necessary to cover
possible losses estimated on an individual doubtful account basis. The amount is calculated using a
certain percentage based on past experience for other accounts.

(g) Accrued Warranty

Accrued warranty is provided for against the future costs of warranty from completed construction.
(h) Accrued Bonuses to Employees

Accrued bonuses are computed by estimating the payment required in order to provide for the
payment of bonuses to employees.

(i) Accrued Bonuses to Directors and Statutory Auditors

Accrued bonuses are computed by estimating the payment required in order to provide for the
payment of bonuses to directors and statutory auditors.
(j) Reserve for Retirement Benefits to Officers

A reserve for retirement benefits for officers is provided in an amount equivalent to 100% of the
benefits payable by the Company as determined by the Company's internal rules, had all the officers
retired at the balance sheet date.

(k) Reserve for Retirement Benefits to Employees

The Company recognize accrued pension and severance costs to employees based on the actual
valuation of projected benefit obligation and plan assets at fair value.

Actuarial gains and losses are amortized based on the straight-line method over a period of 10 years
starting from the beginning of the subsequent year.

(1) Allowance for losses on construction contracts

The Company prepares reasonable estimated amount for future losses from construction works
outstanding at fiscal year-end.
(m) Leases

Leases that transfer substantially all the risks and rewards of ownership of the assets are accounted
for as capital leases and Leases that do not transfer ownership of the assets at the end of the lease term
are accounted for as operating leases, in accordance with accounting principles and practices generally
accepted in Japan.

(n) Cash and Cash Equivalents

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

(o) Income Taxes

The income taxes of the Company and its domestic subsidiaries consist of corporate income taxes,
local inhabitants’ taxes and enterprise taxes.

The Company and its subsidiaries adopted the deferred tax accounting method in accordance with
the amended regulations for the preparation of consolidated financial statements. Income taxes were
determined using the asset and liability approach, whereby deferred tax assets and liabilities were
recognized in respect of temporary differences between the tax basis of assets and liabilities and those as
reported in the financial statements.

(p) Securities Valuation

Held-to-maturity debt securities are carried at amortized cost.

Available-for-sale securities are classified into two categories where: (a) the fair value is available
and (b) the fair value is not available.

(a) Securities whose fair value is available are valued at the quoted market price prevailing at the
fiscal year-end. Net unrealized gains or losses on these securities are reported as a separate
component of net assets at a net-of-tax amount. Cost of sales is determined by the moving-
average method.

(b) Securities whose fair value is not available are valued at cost, determined by the moving-average
method.

(q) Hedge Accounting

Gains or losses arising from changes in the fair value of the derivatives designated as “hedging
instruments” are deferred as an asset or liability and included in net profit or loss in the same period
during which the gains and losses on the hedged items or transactions are recognized.

The derivatives designated as hedging instruments by the Company are principally forward exchange
contracts. The related hedged items are finance for the overseas construction business. The Company is
able to fix future cash flows and mitigate the deterioration of income from the construction business due
to yen depreciation. The Company obtains management approval before making forward exchange
contracts, and subsequently the accounting department executes and controls the contract.

(r) Reclassification of Accounts
Certain prior year amounts have been reclassified to conform with the current year’s presentation.
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3. Notes to the Consolidated Balance Sheets
Millions of yen

March 31,
2007 2008
(1) Investments in unconsolidated subsidiaries and affiliates...... ¥ 13 ¥ 7
(2) Assets pledged as collateral
BUldingS .....eveuieiiiieieieeeee et e 3563 334
LAN .t 1,161 1,161
4. Notes to Consolidated Statements of Operations

(1) Charges to income for warranty which is included in “Cost of Sales-completed construction
contracts” was ¥44 million for the year ended March 31, 2007, and ¥29 million for the year ended
March 31, 2008. Allowance for accrued bonuses included in “Cost of Sales-completed construction
contracts” was ¥193 million for the year ended March 31, 2007, and ¥224 million for the year ended
March 31, 2008. Allowance for loss on construction contract included in “Cost of Sales-completed
construction contracts” was ¥98 million for the year ended March 31, 2007, and ¥660 million for the
year ended March 31, 2008.

(2) Selling, general and administrative expenses included the following:

Millions of yen
for the year ended March 31,

2007 2008
DePreciation............ccueieiiieiiece e ¥ 377 ¥ 440
PaYTOIL ..ottt e 1,793 1,812
Allowance for accrued DONUSES..........c.cooeveveveeeeeeeeeceeeeeeeereeens 164 136

(3) Impairment loss on fixed assets
The Company recognized an impairment loss on fixed assets as follows:
Millions of yen
March 31, 2008
Description Location Classification Amount
Idle property Nara Land ¥ 2

The book values of the above asset was reduced to their recoverable amounts and an impairment
loss was recognized.

5. Notes to the Consolidated Statement of Changes in Net Assets
(a) Type and number of outstanding shares
March 31, 2007
Number of shares

Type of shares Balance at Increase in shares Decrease in shares Balance at
Beginning of year  during the year during the year end of year
Issued stock
Common stock 78,368,532 — — 78,368,532
Total 78,368,532 — — 78,368,532
Treasury stock
Common stock 6,726,531 88,282 10,580 6,804,233
Total 6,726,531 88,282 10,580 6,804,233

Treasury stock increased by 47,409 shares due to the repurchase of shares less than one unit and
decreased by 10,580 shares due to the sale of shares less than one unit.
Treasury stock increased by 40,873 shares due to the increase in the ratio of possession of
subsidiaries.
March 31, 2008
Number of shares

Type of shares Balance at Increase in shares Decrease in shares Balance at
Beginning of year  during the year during the year end of year
Issued stock
Common stock 78,368,532 — — 78,368,532
Total 78,368,532 — — 78,368,532
Treasury stock
Common stock 6,804,233 57,574 17,525 6,844,282
Total 6,804,233 57,574 17,525 6,844,282

Treasury stock increased by 57,574 shares due to the repurchase of shares less than one unit and
decreased by 10,863 shares due to the sale of shares less than one unit.

Treasury stock decreased by 6,662 shares due to the decrease in the ratio of possession of
subsidiaries.
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(b) Dividends
(1) Dividends paid to shareholders

Resolution Amount Amount
Date of  Approved Type of (Thousands Per share Shareholder’s Effective
approval by shares of Yen) Paid from (Yen) cut-off date date
June 29, Annual Common 647,167 Retained 9 March 31,  June 29,
2006 general stock earnings 2006 2006
meeting of
shareholders
June 28, Annual Common 431,224 Retained 6 March 31,  June 29,
2007 general stock earnings 2007 2007
meeting of
shareholders

(2) Dividends with a shareholders’ cut-off date during the current fiscal year but an effective date
subsequent to the current fiscal year

Resolution Amount Amount
Date of  Approved Type of (Thousands Per share Shareholder’s Effective
approval by shares of Yen) Paid from (Yen) cut-off date date
June 27, Annual Common 574,691 Retained 8 March 31,  June 30,
2008 general stock earnings 2008 2008
meeting of
shareholders

6. Notes to the Consolidated Statements of Cash Flows
Millions of yen

March 31,
2007 2008
Cash in hand and in banks............ccccccvevieeeiieciieceeceeceeceeee e ¥ 3,291 ¥ 5,634
Time deposits with a deposit term of over 3 months................ (232) (253)
Cash and cash equivalents............cccoceevueeeveeciieeeeceeecreeeeeeeeenee e ¥ 3,059 ¥ 5,381

7. Lease Transactions
Information on finance lease transactions, other than those in which the ownership of the leased
equipment was recognized as transferred to lessees, is as follows:
Millions of yen

March 31,
2007 2008

Machinery, equipment and other

ACQUISITION COSE....ooiiiiiiiieiieececeeece e ¥ 165 ¥ 160

Accumulated depreciation..............ccoeeeeeeereneneenieneneeneene (92) (95)

Net DOOK VAIUE .......ocveeeieiiiieiieiesieeeeiesieeieeee et ¥ 73 ¥ 65
The future lease rental payment on such lease contracts

Due within One year ..........ccccocevvieviiieinienieneeiiceieneeeeene ¥ 31 ¥ 35

DUE OVET ONE YOAT.......ceieveeieeiieieeeieeereeeieesreeeesieesaesneenneens 42 30

TOLAL.....eeeeeeieeeeeeee ettt neas ¥ 73 ¥ 65
Lease rental expenses for the year ............ccccoccoeeeiiieeiieecinennenn. ¥ 41 ¥ 34
Including an amount equivalent to depreciation........................ ¥ 41 ¥ 34
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8. Investments in Securities
() As of March 31, 2008, “Other securities” are valued at fair value, with unrealized gains and losses,
net of applicable taxes, reported in a separate component of shareholders’ equity.
(b) The following tables summarize the book value and fair value of held-to-maturity debt securities
as of March 31, 2007 and 2008:
Millions of yen
March 31, 2007

Book value Fair value Difference
Securities with fair value
exceeding book value:
Debt SECULItIeS .....occevvviieiiiieicecieee e ¥ — ¥ — ¥ —
10105 7] 72 FR RPN ¥ — ¥ — ¥ —
Securities with fair value
not exceeding book value:
Debt securities .........coccoveveneniienenenieieneneees ¥ 5 ¥ 5 ¥ 0)
SUD-tOtal......coveeeieieeeeeeeeeeeeeee e ¥ 5 ¥ 5 ¥ 0
TOAL ..ot e e e ¥ 5 ¥ 5 ¥ (0)

Millions of yen
March 31, 2008

Book value Fair value Difference
Securities with fair value
exceeding book value:
Debt SeCUrities ........cccoveeieeceeeeeccrieeeeereee e, ¥ — ¥ — ¥ —
SUD-TOtAL......ccooeiviiiieeiieieeeeee s ¥ — ¥ — ¥ —
Securities with fair value
not exceeding book value:
Debt SECUTItIeS .....evveeeeeieieeeeieieeeeeee e ¥ 5 ¥ b ¥ 0
1010 07 | FE ¥ 5 ¥ 5 ¥ 0)
0] 7= ¥ 5 ¥ 5 ¥ (0

(c¢) The following tables summarize the acquisition cost and book value of available-for-sale
securities as of March 31, 2007 and 2008:
Millions of yen
March 31, 2007

Acquisition cost Book value Difference
Securities with book value exceeding
acquisition cost:
Equity securities ........cccccoeveeeriiinceeenieeeieeenee, ¥ 2,110 ¥ 5,785 ¥ 3,675
SUD-tOtal......cceerieeeeeieiereeeeeeeee e ¥ 2,110 ¥ 5,785 ¥ 3,675
Securities with book value not
exceeding acquisition cost:
Equity SECUrities .......cccccocervierviervieniiiinieeneeneene ¥ 1 ¥ 1 ¥ 0)
SUD-tOtal......ccveieeieieieeeeeee e ¥ 1 ¥ 1 ¥ 0
TOtAL. ... ¥ 2,111 ¥ 5,786 ¥ 3,675

Millions of yen
March 31, 2008

Acquisition cost  Book value Difference
Securities with book value exceeding
acquisition cost:
Equity SECUTIties .......ccceevvieiieieeieecieeieeeeeeeeene ¥ 1,805 ¥ 3,714 ¥ 1,909
SUD-EOTAL......cvereeeeieieieeieeeeeeeeeeeee e ¥ 1,805 ¥ 3,714 ¥ 1,909
Securities with book value not
exceeding acquisition cost:
Equity SECUrities .......cccevveeiievieeieeieeieeeeeveenne ¥ 3568 ¥ 288 ¥ (70)
Sub-total........c.coeeieieieieeieeeeeee e ¥ 358 ¥ 288 ¥ (70)
TOLAL ..ottt ¥ 2,163 ¥ 4,002 ¥ 1,839
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(d) Available-for-sale securities sold during the year ended March 31, 2007 and 2008, are as follows:
Millions of yen

2007 2008
Proceeds from sale of securities........cc.cccoeeeveeieeiciieececnneennn. ¥ 223 ¥ 498
Gross realized gain on sale of available-for-sale securities....... ¥ 1 ¥ 5
Gross realized loss on sale of available-for-sale securities ....... ¥ — ¥ 20

(e) The following tables summarize the book value of securities with no available fair value as of
March 31, 2007 and 2008:

March 31,
2007 2008
Available-for-sale securities
Unlisted equity securities
(excluding over-the-counter securities)...........ccccceeveeuennen. ¥ 1,129 ¥ 1,119

(f) Schedule for redemption of held-to-maturity debt securities with maturities:

Millions of yen

March 31, 2007
Over one year Over five years

Within within five but within ten
one year years years Over ten years
Held-to-maturity
debt securities..........ccccveeeennnen ¥ — ¥ 5 ¥ — ¥ —
Total....c.eoeveeeieieieeiieeeeceeeees ¥ — ¥ 5 ¥ — ¥ —

Millions of yen

March 31, 2008
Over one year Over five years

Within within five but within ten
one year years years Over ten years
Held-to-maturity
debt securities.........ccccvveeeeeeeennnn. ¥ — ¥ 5 ¥ — ¥ —
Total......oeeeeeeeeeeeeeeeeeeee e ¥ — ¥ 5 ¥ — ¥ —

9. Reserve for Retirement Benefits to Employees
(a) Employees of the Company and its domestic subsidiaries are covered by a qualified pension plan
and a severance payment plan. Some foreign subsidiaries have a defined contribution pension
plan.
(b) The reserve for retirement benefits as of March 31, 2007 and 2008 is analyzed as follows:
Millions of yen

March 31,
2007 2008

Projected benefit Obligations...........cccceevvervveevieeiienneeneeneene. ¥ (5,154) ¥ (5,084)

Plan aSSetS....ccueieouiiiiiieeeeeeee e 5,185 4,573
Unfunded benefit obligations............ccccoceevievienenicenencnennnne. 31 (511)
Unamortized transition obligation ..........c..cccccevevveeneencenne. (618) 37

Unrecognized actuarial differences........c...cccceeverveeneeneennne. — —
TOTAL. ..o (587) (548)

Prepaid pension COSES ........c..ocoiiiiiiieiiiieiieceeeceeeee e — —
Reserve for retirement benefits to employees........................... ¥ (5687) ¥ (5648)
(©) ?Ihe net periodic expenses related to retirement benefits for the fiscal year 2007 and 2008 are as

ollows:
Millions of yen
March 31,
2007 2008

SETVICE COSES .uviiurieiiiiieiienieeiieentteetesteeiteeteetesreebeesaeeseesees ¥ 190 ¥ 191

INEETESt COSES...uiiiiiiiiiiieiiieeee et 126 126
Expected return on plan assets........ccccoceeevevereereenieneneennene (100) (103)

Amortization of transition obligation .............ccceceevvverviennenns — —
Recognition of actuarial differences...........ccccceevvevverueennennne. (13) (36)

¥ 203 ¥ 178
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(d) Assumptions used in calculation of the above information were as follows:
As of March 31,

2007 2008
DiSCOUNT TAtE......oveiiiiiiieiiiee e 2.5% 2.6%
Expected rate of return on plan assets.......c..ccccceeveeveenuenne. 2.0% 2.0%
Method of attributing the projected benefits....................... Straight-line Straight-line
To period Of SEIVICES........coecuiiiiiieeiieeie e basis basis
Amortization of actuarial differences............cccccceverenennnen. 10 years 10 years

10. Income Taxes
() The tax effects of temporary differences that give rise to significant portions of the deferred tax
assets are presented below:
Millions of yen

March 31,
2007 2008
Deferred tax asSets:......cocuvvierieriieriiinrieeieeieereestese et
Write-down of fixed asSets ..........cccveeeieeeciiicciieeeeeceeee e ¥ 1,714 ¥ 1,689
Allowance for doubtful accounts ..........c..ceceveverieiienencncnen. 1,008 944
Reserve for retirement benefits to officers............cccccevvrennnnne 383 398
Accrued enterpriSe taXeS.......ccvecvveeeviieeeiieeiieeeieeeiee e e eree s 0 —
Write-down of marketable securities..........ccocceeceerieriienciennenne 313 314
Intercompany ProfitS..........cccceeverveeriineenienienieeeeieeeeeeeenn 446 407
Operating 10ss carryforwards............ceoeeeeeerienienenienienereenens 803 523
Unrealized loss on hedging derivatives ............cccccoveevveeeennnen. — 11
OBNET ...t ettt et e e e eaeeereesteeetaeeaaeenneens 1,038 1,284
Total gross deferred tax asSets ........c..coceeverererreenienieeneene 5,705 5,670
Valuation alloWancCe..........cccceveeveeniiriensienieeieeieeseeseee (3,422) (3,310)
2,283 2,260
Deferred tax liabilities:
Reserve for advanced depreciation............ccceceeeveevienieninennenns (72) (72)
Unrealized gain on other securities............cccceceeveecievencnncenens (1,485) (742)
Unrealized gain on hedging derivatives...........cccccecvevverervennnns 4 —
Total gross deferred tax assets liabilities...........c...cc.c...... (1,561) (814)
Net deferred tax aSSES ..ooovevvvvveveeeeeireeeeeeeeeeeeeeeeeeeeeeeees ¥ 722 ¥ 1,446

(b) As a loss before income taxes was recorded, no reconciliation of the statutory tax rate and the
effective tax rate for the year ended March 31, 2007 was required

The reconciliation between the statutory tax rate and the effective tax rate as at March 31, 2008 is
presented below:

SEATULOTY TAX TATE ..veevveeeieerieieeie ettt ereeaeeae s 40.4%
Permanent differences on expenses not deductible............. 5.0
Permanent differences on income not taxable....................... (1.4
Accrued bonuses to directors and statutory auditors not deductible.. 2.6
Inhabitant taxes per Capita.........cccceeveeveereeeieeerieeee e 2.6
Valuation alloWanCe ............cccceerierienienienieniieeiieesieenieeseenaeene 31.1)
OtRET ...ttt eaeeneas (8.6)
Effective tax Tate ......ccccveevveeveeeiiieiieiececcie e eve e 9.5%
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11. Segment Information
Industry Segment Information
The Company and its subsidiaries operate principally in the following three industrial segments:

CONSEIUCEION....c.cviiiieiiieiietetcteeeecteeeeee e Construction and engineering works
Development .........cc.coiiieiiiriiieienieeieeeee e Development and sale of real estate
(€ o) | SRR Management of golf courses

HOTEL..c.eeeeeeeee e Management of hotels

AAVertiSING AZENCY ....cc.eevverierierieeieeieeieerieesie et esie e saee s Advertising agent

The segment information of the Company and its subsidiaries for the year ended March 31, 2007 and
2008 is presented below:
Millions of yen

2007 2008
Net sales:
CONSEIUCTION ...ttt s ¥ 62,371 ¥ 58,406
Development........cc.oooviiiiiiiiniiiiieet e 1,369 7,137
GOIE ..ttt ettt ettt et eaaenaens 648 640
HOBEL...eeeeeeeeeeeeeeee ettt et enaas 2,750 2,998
AAVErtiSING AENCY ...ccvevveiriiiniieniieeieeieete et esieesieeseeseesresaesneens 1,786 1,681
68,924 70,862
Less: intersegment transaction...........coccoecueevverveeevieniiennieeneeneenne (179) (423)
68,745 70,439
Operating expenses:
(070) 4151 7' 0 Ue1 1 (o) 1 0SSOSR 61,514 58,301
DevVelOPIMENt........cccviviiiiiiiiieieeeect ettt 1,221 6,012
(7o) | SO TUTTR PRSPPI 732 667
HOBEL...ceeeeeeeeeeeeeee et et r e naas 2,483 2,669
AdVErtiSING AZENCY ...c.veeveeerenrerieeeieierieseeteieseeeeresseeeeeaesaesseeseenes 1,748 1,673
67,698 69,322
Less: intersegment tranSaction...........cccceeeveeierieneeeenienieneeeenen (33) (346)
67,665 68,976
OPErating INCOMIE ........ecvuieeiiiirieiieeieete e eteeteereesteesaeesteesaessaesaeesneeens ¥ 1,080 ¥ 1,463
Assets:
(070) 4151 7' 0 U611 (o) 1 0SSO SRS ¥ 37,518 ¥ 31,967
Development..........c..oooiiiiiiiiiieeeee et 9,582 7,798
GOIE ..ttt ettt et sae et e aeeaaenaens 7,456 7,011
5 00 =Y ORI 6,183 6,026
AQVErtiSING AENCY ...cc.veiveiriiiniienierieeieeie et eieesie et e st seeseesaeeas 1,078 1,052
61,817 53,854
OtRET SSELS ..cuveveeiieieiieieeeeeee ettt sttt aens 7,557 9,130
¥ 69,374 ¥ 62,984
Depreciation:
(070) 41517/ 0 Ue1 1 (o) 1 SO TP UU U RRR ¥ 140 ¥ 153
Development........co.ooieiiiiiiiiiiiiteeet e 45 45
GOIE ..ttt et ettt et s be et e eaeeanenaens 44 47
HOBEL....eoeeeeeeeeeeee ettt ae s 217 261
AdVErtiSING AENCY ...ccviiviiriiiriieniieieeieeie et estee st et eseeseeseesaaeens 8 7
¥ 454 ¥ 513
Impairment loss on fixed assets:
(070) 4151 1/ 0 U611 (o) 1 SO SRR PRSP ¥ — ¥ 2
DevelOPMENLt.........cccviiiiiiieeiee e — —
L0 TR SRR —
HOUEL ..t — —
AdVertiSING ABEINCY ...c...eivveiriiiriieniirieeieeteete et ese st seesiee s — —
¥ — ¥ 2
Capital expenditure:
(0701101515 110 U1 1 (o) 4 PSR TRRRRRRR ¥ 51 ¥ 214
Development.........ccoooveiiiiiiiiinieiiteeeeete e 2 4
GOIE ..ottt ettt ettt e be et aeeaeeanenaens 22 32
HOBEL...ceoeeeeeeeeeeee ettt et nnas 242 401
AdVErtiSING AENCY ...ccveivvieriieniieriieieeieeie et esteesiee st eseeseaeeeesaaeens — 3
¥ 317 ¥ 654
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12. Per Share Data

Net assets per share and net income per share as of and for the year ended March 31, 2007 and 2008

are as follows:

Net assets per share..........ccccccoeeecieeciieecieennenn.
Net income per share — primary........................

Net INCOME......c.cooverueriiiiinieieereeeeeeeeee
Net income pertaining to common stock.........
Average outstanding shares of common stock

Yen

2007 2008
317.01 ¥ 307.15
12.08 12.61

Millions of yen

2007 2008
865 ¥ 902
865 ¥ 902

71,603 thousand 71,536 thousand
shares shares
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BOARD OF DIRECTORS, STATUTORY AUDITORS

AND EXECUTIVE OFFICERS AS OF MARCH 31, 2008

Board of Directors Executive Officers
Representative Chairman and President Chief Executive Officer and President
Takahiro Kitano Takahiro Kitano *
Directors Senior Executive Officers

Kimio Shiozawa Kimio Shiozawa *

Shinsuke Nishida Tetsuji Hashimoto

Yoshitada Mikami

Tadao Miyashita Managing Executive Officer

Tsuguto Kitano Shinsuke Nishida *
Tateo Murai

Statutory Auditors

Akira Koike Executive Officer

Tadaaki Takamisawa Yoshitada Mikami *

Toshiyuki Tsukada Toshiro Maki

Yoshichika Owa Itsuo Takeuchi
Nagayoshi Matsumoto
Yoshikatsu Yamazaki
Kazuyasu Hirata
Noriaki Yaguchi
Norimitsu Akanuma
Kiyonori Nakashima
Toshiaki Yamagishi

* : Member of Board of Directors
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