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Consolidated Balance Sheets

As of March 31, 2012 and 2013

Millions of yen

March 31,
2012 2013
ASSETS
Current Assets:
Cash in hand and in Banks .........c.cccceeviinieneenieenienieneeeeeeeeeeeeieens ¥ 5754 ¥ 6,625
Notes and accounts receivable..........cccooceevieniinienieniiennienneceeen. 12,525 13,619
Real estate fOr SALe ........ccouveviieiiieciieieeieeceeeeeeee et 6,310 6,126
Cost of cCONStruction in Progress ........cecevverereereerieneereeseereenreseennes 2,286 1,746
Cost of uncompleted development projects..........ccccceeveeeevveeenvenes 1,421 3,192
Inventories - materials and SUPPLES ........cccceevverieniierienieeieeieennens 47 55
Deferred inCome taxes.......cocueeverieriieriieiniieieisieeneeseeeee et 1,200 1,278
Other CUITENT ASSETS.......cceuerueieiriirieieieieeierteiee ettt 538 697
Less: allowance for doubtful accounts.............cceeeecveveeiecveriesennnnns (84) (78)
Total CUITENt ASSELS....uieciierieieeiieiiereeeeecte et ere e eve e sae s 29,997 33,259
Non-current Assets:
Tangible Fixed Assets:
Buildings and StruCtUres.........ccceecvervieeniieneenieneeneeniesveseeeinenn 8,034 7,931
Machinery and eqUIPIENt ...........cooveevveerienienienienienieeieeeeeae 528 529
GO COUTSE ...uvvinriiiieeiieciieeieecteete et esteesaeeeseesseesseenssesseesssessnenseens 1,231 771
LA ...t 7,432 7,305
COoNSLIUCEION N PLOZBIESS ...eeovverereriieiieeieeieeiieerieenieeseeseeseenaeens — 1
Other NON-CUITENTt ASSELS .......eeeveriieiieeieeieeiieenieeseenieeseeseenneens 1,670 1,752
Less: accumulated depreciation .........c...ccceeeeeveeneenieneeneenee. (5,921) (5,953)
Total tangible fixed asSets........cceeveereereririeiieneeeeieieeiene 12,973 12,336
Intangible fiXed aSSELS ....cccvevierieeiierieiieeieeie ettt esee e eeee e 53 54
Investments:
Investments in SECUTILIES.......ccc.eeeeueeeiiieeiie e 3,946 4,799
Long-term lOAns .........cccovieeieriienieiiieieeieceeee e 2,292 2,/51313)
Deferred inCome taxes.........coooveercuieeiieeniieeeiieeseeerieeeiee e 501 456
Other INVESTMENTS .......coovirieeieeieiieeieeie e e eeeeveesreesseeeaeeseeas 1,253 1,318
Less: allowance for doubtful accounts............cccccceeeveevveenennen. (819) (1,051)
Total iNVESTMENES ......cc.eeeeiieeiieeeiieceeeceeee e 7,173 8,055
Total NONCUITENT ASSELS .....eeuvieveeieeieeirieriiereeseeseeeeeseeeenns 20,199 20,445
TOtAl ASSELS ....eeeeveeeetieeetee et ¥ 50,197 ¥ 53,704

The accompanying notes are an integral part of these statements.
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Consolidated Balance Sheets

As of March 31, 2012 and 2013

Millions of yen

March 31,
2012 2013
LIABILITIES
Current Liabilities:
Notes and accounts payable ...........c.cccoeieiieeiiiieiieeeeeeeee e ¥ 15,704 ¥ 19,598
Income taxes payable ........ccccooeeviiiiiiiiniiiii e 71 483
Advances received on construction in progress ............cccceeeueee.. 3,596 3,019
Accrued bonuses to EMPIOYEES ........cceeevveevreireeireerieeereesieeseeeeesneens 243 240
Accrued bonuses to directors and statutory auditors................... 35 30
ACCIUEd WaITANEY ....veeveeveeiieriieciieeeeeieeeeeteesteesseesseesseesseesseesseesseenns 38 47
Allowance for losses on construction contracts............cccceeueueee. 53 256
Other current lHabilities...........ccoevveeieriereeieieieceeeee e 804 942
Total current liabiliti€s...........cccovieeiiieeiieeeiieceeeceeeee e 20,543 24,615
Long-Term Liabilities:
Long-term debt........ccoeiieriirieieiereeceeseeee et 4,000 4,000
Reserve for retirement benefits to employees............ccccoeeeuveenenn. 545 501
Membership dePOSit........ccceeeeiiiecieeeiieeie e 3,048 2,897
Deferred inCome taxes.........ccceeeveeeiiieeniiieiiieenieeeiie et eieeesvee s — 68
Negative SOOAWill.......c.cceiiriiriiierieieeeeeeeese et 12 2
Other long-term debt...........cccooveviirieieiierieeeereeeeee e 247 225
Total long-term labilities.........cccceevierieereenienienieriesieeie e 7,852 7,694
Total HADIITIES ...c.eecveeveieieieiieiiceeetececeeeeee e 28,395 32,309
NET ASSETS
Shareholders’ Equity
(070) 11011701 111 oYl - OSSR 9,116 9,116
Authorized — 200,000,000 shares
Issued — 68,368,532 shares as of March 31, 2012 and 2013
Capital SUIPIUS .......vieieiieeiie ettt e eeeev e e aaeesaaeens 7,405 5,066
Retained €arningsS.........c.cooeerieriinienieeieciecie et e s saee e 7,216 7,255
Treasury SEOCK ........coviiiiiiiiiiiiiieeetcteeeee e (2,700) (1,264)
Total shareholders’ eqUity .........ccccceevveevieeiiierieecieecieeceeee e 21,038 20,174
Accumulated Other Comprehensive Income
Unrealized gain (loss) on other securities ...........cccocceecrenennennne. 241 784
Unrealized gain (loss) on hedging derivatives..........cccccoeceeveenuennne. — 8
Foreign currency translation adjustments...........ccccceceevernieenuennnen. 13 6
Total accumulated other comprehensive income.................... 253 797
MiNOTItY INEETESTS. ..ccuvviieiieeiieeeiie ettt eet e eie e et e e eaeeeteeesareeeaeeennseeas 510 424
TOtAl NEE ASSELS ..uvivieeeeiereeeieieste ettt ettt eae et esaeeae s eseeaeeneesenseeseenes 21,802 21,396
Debt net assets SUM tOTAL......c.cccvieriierierieniecie e eie e eee e esreesaeeeree e ¥ 50,197 ¥ 53,704

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

For the years ended March 31, 2012 and 2013

Millions of yen

March 31,
2012 2013
Net Sales:
CoNnStruction CONETACES ......cc.eeeeuieeiiiieeiie et eeee e e ¥ 46,732 ¥ 58,245
Real estate development and other................cccocoiieiiiiiiieeeiieenns 5,618 3,614
52,351 61,759
Cost of Sales:
CoNnStruction CONETACES ......cc.eeeecuieeiieeeiie ettt e e 43,5631 54,954
Real estate development and other.................cccocoviieiiiiieeeiieens 4,064 2,153
47,595 57,107
GTOSS PLOFIL...cuiiiiiiiieciieie ettt ettt eeeeveeaeeeeevesaeeneenns 4,755 4,652
Selling, General and Administrative EXpenses.........c.ccceceeeveevversueenuennne 3,689 3,636
Operating iNCOIME ..........cceeierieriiiieieniene et 1,066 1,015
Non-Operating Income (Losses):
Interest and dividend iNCOME ...........coceevveeviiiiiienieniinienieseeeeene 151 160
INterest EXPENSES. ....cc.uevuiiiiiiiiiieiieieeeeeet ettt (127) (117)
Foreign exchange gains (I0SSES) .....cccecververuerueeienieniereeienieeeeeeenees 77 93
Equity in gains of affiliates........cc.ccocevvieviiiiiiiiinniiiiieniesceeee 54 50
OtRET, NET ...ttt e e e e e 123 124
1,344 1,326
Special Items:
Gain on sales Of fixed aSSEtS......cccverieierierereeieere e 159 1
Loss on disposal of fixed aSSets ........cccceeveeviienieniienieniienienieeiens (28) )
Gain on sales of investment SeCurities ..........ccceceeeeereerieneenneenne. 1 —
Loss on valuation of investment securities...........c.ccceouervuercuennene (349) 5)
IMPAITMENT LOSS ...evieiieieeiieieierieeeete ettt — (607)
Income before income taxes and minority interests ............ 1,128 708
Income Taxes
(015 ) 01 TSR 64 484
DS <) o (=T T 147 (267)
Income Before Minority INtErests .......cceevveeviereenieniienienieniesiecieeiens 917 491
Minority Interests in Earnings of Consolidated Subsidiaries .............. an 84
NEL INCOIMNE ..ottt ste st esaeeseesaeeens ¥ 900 ¥ 576

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

For the years ended March 31, 2012 and 2013

Income Before Minority INterests ..........cccoeeveeeiieecieeciieceeeceeeee e,
Other Comprehensive Income:
Unrealized gain (1oss) on other SeCUrities ..........cccccceevveeveenreennenns
Unrealized gain (loss) on hedging derivatives.........c..cccccceevueuee.
Foreign currency translation adjustment.............ccccoeceerviennienninnne
Share of other comprehensive income of associates
accounted for using the equity method ...........cccccocceeiiiiinncnnen.
Total other comprehensive iNCOME ..........cccceeeeeeeeciieenciiencieeiienns
Comprehensive INCOME .............occviiiiiieeiicceeceeeeee e
Comprehensive income attributable to:
Shareholders of the COrporation............ccceceeveneneeiesienenienennens
Minority INTETEStS .....ceeeuvieeiieeiieeie ettt

Millions of yen

March 31,

2012 2013

917 ¥ 491

111 544
7 8

11 24
33 31
161 544
1,079 1,036
1,062 1,120
17 (84)

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, 2012 and 2013

Balance at March 31, 2011.....

Net Gain for the year
ended March 31, 2012...
Cash dividends ................

Increase in treasury

Adjustment for the year...

Balance at March 31, 2012.....

Net Gain for the year
ended March 31, 2013...
Cash dividends ...............

Purchase of treasury

Adjustment for the year...

Balance at March 31, 2013.....

Millions of yen

Shareholder’s equity

Accumulated other comprehensive income

Number of
shares of

common Common Capital

Adjustments
on foreign

Unrealized Unrealizedgain ~ currency

Retained Treasury gainonother onhedgng ~statements

Minority Total net

stock  stock surplus earnings stock secwities dervafives  franslation interests assets
(thousands)

69228 9116 7406 6869 (2,:342) 130 (M (31) 496 21,636
— — — 900 — — — — — 900
— — — (553) — — — — — (553)

(2,005) — — — (358) — — — — (358)
— — ) — 1 — — — — 0
— — — — — 111 7 44 15 176

67223 9116 7406 7216  (2,700) 241 — 13 510 21,802
— — — 576 — — — — — 576
— — — (537) — — — — — (537)

(4,984) — — — (903) — — — — (903)
— — 0) — 0 — — — — 0
— — (2339 — 233 — — — — —
— — (2339 39 1436 543 8 (M 87 458

62,240 9116 5066 7255  (1,264) 784 8 6 424 21,396

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, 2012 and 2013

Cash flows from operating activities:

Income before iNCOME taXes ........c.coeovruiriiinueiiiiniiirce e
Adjustments for:

DEPTECIATION ....oovviiiiiiiiiiieieeciee ettt e et e e e e eabeeenaaaenns

Impairment 10Ss.......ccccoceevereriinieiiieienne

Equity in (gains) losses of affiliates

Interest and dividend income................

Interest eXpenses......cccceceevvereveevennnne

(Gain) loss on sales of fixed assets.......

Foreign exchange (gains) losses..........ccccceeuenuenne

(Gain) Loss on sales of investment Securities..........ccocceevevvevvervesrenreenenne.

(Gain) Loss on evaluation of investment securities..........c..c.cceceeuennenn..
Increase (Decrease) in reserve for retirement benefits to

EINPLOYEES ..oeviiiiiieciiie ettt ettt et e et e etteesbeeebeeeaeeessbaeeseeeesaeesnseaennes
Increase (Decrease) in accrued Warranty..........c.cceeeeeeeeeeeeenienienienienenenne
Increase (Decrease) in allowance for losses on construction contracts...
Increase (Decrease) in accrued DONUSES ........c.ccovevvereenuinieeeeieieieienienienienne
Increase (Decrease) in allowance for doubtful accounts.............c.ccccueen..e.
(Increase) Decrease in notes and accounts receivable...........cc.cccevueuennene.
(Increase) Decrease in cost of construction in progress and cost of

uncompleted development ProJECtS .........coccvveeviieriieeiieeiieeeieeecieeesiieenns
(Increase) Decrease in real estate for sale and inventories....
Increase (Decrease) in notes and accounts payable .........c.ccceceevverieneennn.
Increase (Decrease) in advances received on construction in progress ...

SUD-TOTAL. ...ttt
Interest and dividend income received .............ccocevererenineninienieieiesienene
Interest eXpPenses PALA........cccueeverierienienieieeeese ettt e e enaeens
Income taxes refunded.............ccoouevievieneniniiiiieeee e
Income taxes paid

Net cash provided by (used in) operating activities............cc.ceeuenene

Cash flows from investing activities:

Payment for making time deposit ..........coceeveririiiiiniininininineeeeeecee
Proceeds from withdraw of time deposit..........ccceoeevvercieriencienierierieeeeene
Payments for purchase of fixed assets
Proceeds from sale of fixed asSets........ccceveeeeeiiriiiecieeieee e
Payments for purchase of investments in securities...........c.ccccceeeevieeviieenns
Proceeds from sale of investments in S€CUIities..........ccoceeereririinieiienienienne
Proceeds from repayment of investments in securities...........cc.cceeeevueenn.
Payments fOr 10anS...........cc.ooveeieiiecieieceecee ettt en

Cash flows from financing activities:

Increase (decrease) in short-term bank loans, net ...........ccccceeveveeieeciennn.

Effect of exchange rate changes on cash and cash equivalents........................
Net increase (decrease) in cash and cash equivalents .............cccoecveeeereenennnn.
Cash and cash equivalents of beginning of year...........ccccccevvevvevenenieneereeeenene
Cash and cash equivalents of end of year..........c..coccoeviriiiiiiininenineneeeeee

Millions of yen

2012 2013
¥ 1,128 ¥ 708
254 246
— 607
(59 (50)
(151) (160)
127 117
(159) €Y)
(68) (50)
€Y) =
349 5
(25) 43)

6 9

1 203

) @
(22) ©)
(219) (1,090)
(473) (1,231)
(873) 179
2,396 3,894
975 (577
646 (372)
3,828 2,384
151 171
127 (117)
7 J—
(306) (73)
3,553 2,365
(469) (420)
461 418
(310) (139)
740 1
(89) (56)

2 -

50 50
(241) (84)
143 200
181 (72)
467 (102)
(2,500) —
(358) (903)
(555) (539)
(©)) ()
(3,415) (1,450)
(70) 55
675 868
4,862 5,537
¥ 5537 ¥ 6404

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 prepared in accordance with accounting
principles generally accepted in Japan, which are different in certain respects as to the application and disclosure
requirements of International Financial Reporting Standards, and are compiled from the consolidated financial
statements prepared by the Company as required by the Financial Instruments and Exchange Act of Japan.
(b) Scope of Consolidation

The Company had 4 subsidiaries (majority-owned companies) as at March 31, 2012 (4 for 2011). The
consolidated financial statements in fiscal years ended March 31, 2012 include the accounts of the Company and 3
(3 for 2011) of its subsidiaries "the Companies", which are listed below:

eKawanakajima Tochi Kaihatsu Co., Ltd. ........ccccoeveevieniiniieniinnanns 69.23% owned
eSolomon Kitano Mendana Hotel Limited. 100.00% owned
eAsahi Agency Co., LEd. ....ccoeerieieiieiiieiieeeecteeeeeee e 59.52% owned

The above consolidated subsidiaries, except for Solomon Kitano Mendana Hotel Limited, which has a fiscal
year 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.

Kitano Lanka (private) Limited 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.

Goodwill is principally amortized over a five year period on a straight-line basis from the year of acquisition.
(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, which is affiliates of the Company, since the application of this method has significant effect on the net
income and retained earnings of the Companies.

Kitano Lanka (private) Limited is excluded from the scope of the equity method of accounting because it has
little influence and little importance.

(c) Recognizing Revenues and Costs of Construction Contracts

Revenues and costs of construction contracts that commenced on or after April 1, 2009, of which the
percentage of completion can be reliably estimated, are recognized by the percentage-of-completion method. The
percentage of completion is calculated based on the cost incurred to date as a percentage of the estimated total
cost. The completed-contract method is applied to all other construction contracts.

(d) Inventory Valuation

The cost of construction in progress, real estate for sale and the cost of uncompleted development projects
are stated at cost, as determined on a specific project basis.

Materials and supplies are stated at cost, as determined based on an average method.

The net book value of inventories in the balance sheet is written down if the net realizable value declines.

(e) Depreciation

Depreciation is computed by the straight-line method for buildings (excluding leasehold 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 2 to 50 years for
buildings and structures and from 2 to 11 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 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.

KITANO CONSTRUCTION CORP.
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Actuarial gains and losses were recognized using mainly the straight-line method over a period of 10 years.

Prior service costs were amortized using mainly the straight-line method over a period of 10 years, the period
within the estimated average remaining service life of the employees.

(k) Allowance for losses on construction contracts

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

(1) 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.

(m) 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 account for deferred taxes in accordance with the regulations for
preparation of consolidated financial statements in Japan. Deferred income taxes are determined using the asset
and liability approach, whereby deferred tax assets and liabilities are recognized in respect of temporary
differences between the tax basis of assets and liabilities and those as reported in the financial statements.

(n) 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.

(o) 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.

(p) Consumption Tax

Consumption Tax payable or receivable is excluded from each account in the consolidated statements of

income.
(@) Reclassification of Accounts
Certain prior year amounts have been reclassified to conform with the current year’s presentation.

Changes in accounting policies
(Changes in depreciation method for tangible fixed assets)

In accordance with the amendments of the Corporation Tax Act, effective from fiscal year ended March 31,
2013, the Company and its domestic subsidiaries have changed their depreciation method for tangible fixed assets
acquired on or after April 1, 2012.

The impact of this change on operating income and income before income taxes and minority interests for
the fiscal year ended March 31, 2013 is immaterial.

(Unapplied accounting standards, etc.)

“Accounting Standard for Retirement Benefits” (Accounting Standard Board of Japan (ASBJ) Statement No.
26 of May 17, 2012) and “Guidance on Accounting Standard for Retirement Benefits” (ASBJ Guidance No. 25 of
May 17, 2012)

(1) Outline

Under the amended rule, actuarial gains and losses and past service costs would be recognized within the net
asset section, after adjusting for tax effects, the deficit or surplus would be recognized as a liability or asset
without any adjustments. For determining method of attributing expected benefit to periods, the standard now
allows to choose benefit formula basis, as well as straight-line basis. Method for determination of discount rate
has also been amended.

(2) Effective date

Effective for the end of fiscal year ending on or after March 31, 2014. Amendments relating to determining
method of attributing expected benefit to periods are effective from the beginning of fiscal year ending on March
31, 2015. No retrospective application to financial statements in prior periods will be made as transitional
provisions are stipulated regarding the application of these accounting standards.

(3) Impact of application of the new accounting standard

Application of “Accounting Standard for Retirement Benefits” is expected to result in material impacts on
the consolidated financial statements of the Group. As for the consolidated balance sheets, the amount of net
assets will be significantly affected due mainly to the recognition of actuarial gains and losses as incurred,
however, its effects are currently under evaluation.

KITANO CONSTRUCTION CORP.
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Notes to the Consolidated Balance Sheets
Millions of yen

March 31,

2012 2013
Investments in unconsolidated subsidiaries and affiliates............... ¥ 9 ¥ 19
Assets pledged as collateral
BUILAINGS ..o 291 314
LaNd ..ottt 1,161 1,161
Real estate fOr SAle........c.ocouiiiiiiiieieieceeeeeeeee e 4,470 4,410
The guarantee of housing construction flaw security
Investment in SECUTITIES ........coeeeruiriiiiiiieieeee e 131 141
The guarantee of a debt
Morimoto Co, LEd.....cceoviiiiiiieiiieiereeeteeeeee e 299 —

Notes to Consolidated Statements of Operations
Millions of yen

for the year ended March 31,

2012 2013

Allowance for loss on construction contract

included in cost of sales of construction contracts.................... ¥ 53 ¥ 256
Write-down of inventories included in cost of

sales on real estate development and other ..............ccccceveenenne. 264 72
The major components of “Selling, general and

administrative expenses”
DEPTECIATION ...ttt ettt 192 208
PAYTOLL ..ottt eb et neenas 1,325 1,313
Allowance for accrued bonuses... 119 112
IMPAITMENt LOSS....c.viiiiiiieiieieeiece ettt saee e — 607

Notes to consolidated Statement of comprehensive income
Reclassification adjustments and tax effects related to other comprehensive income were as follows:
Millions of yen

for the year ended March 31,

Net unrealized gain (loss) on other securities, net of taxes 2012 2013
Gains (losses) arising during the year ...........c.coceceeeeenccencnienene. ¥ 146 ¥ 839
Reclassification adjusStments...........cccceoeevueeierierieneesenseeieeieneene 8 2

Total before tax effect..........cccooeveieiiiiniiiieeeeee 154 841
TAX EFFECHE ...veveneeriieiieieieeeteee ettt (44) (298)
Net unrealized gain (loss) on other securities, net of taxes.. 111 544

Deferred gain (loss) on hedging, net of taxes

Gains (losses) arising during the year ..........c.ccocevceeeeeneecieneeenenenns ¥ 11 ¥ 13
TaX €ffECH ..ccuviuiiiiiiiiiiiicccccec e 5) 5)
Deferred gain (loss) on hedging, net of taxes..........c.ccceeveeueenne 7 8

Foreign currency translation adjustments
Gains (losses) arising during the year .............ccccecevevenincnienencnns ¥ 11 ¥ 24

Share of other comprehensive income of associates accounted for
using equity method
Gains (losses) arising during the year .............ccccecevevenencniencencnns ¥ 33 ¥ 31

Total other comprehensive income.............ccceeccveeeieecveenneennes ¥ 161 ¥ 544

KITANO CONSTRUCTION CORP.
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6. Notes to the Consolidated Statement of Changes in Net Assets
(a) Type and number of outstanding shares
March 31, 2012
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 9,140,165 2,007,067 2,030 11,145,202
Total 9,140,165 2,007,067 2,030 11,145,202
The summary of the main change reason
Increase by the repurchase of shares less than one Unit ..........ccccoeeeveeevienieenieenieeneececieeienne 7,067 shares
by the acquisition of the treasury stock by the board of directors resolution ...... 2,000,000 shares
Decrease by the sale of shares less than one Unit.............cccoeeeirieieieiienienenieese e 2,030 shares

March 31, 2013
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 — 10,000,000 68,368,532
Total 78,368,532 — 10,000,000 68,368,532
Treasury stock
Common stock 11,145,202 4,984,639 10,000,962 6,128,879
Total 11,145,202 4,984,639 10,000,962 6,128,879
The summary of the main change reason
Increase by the repurchase of shares less than one unit .............cccceecvevvieniieniienienieeneeniennen. 12,639 shares
by the acquisition of the treasury stock by the board of directors resolution .... 4,972,000 shares
Decrease by the sale of shares less than one UnNit............ccoccveeieiieriiecieeceeeeece e 962 shares
by retirement of treasury StOCK ........c.cooieriiiiiiiiiiiieeeeeeeeee e 10,000,000 shares

(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 24, Annual Common 555,041 Retained 8 March 31, June 27,
2011 general stock earnings 2011 2011
meeting of
shareholders
June 22, Annual Common 539,001 Retained 8 March 31, June 25,
2012 general stock earnings 2012 2012
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 21, Annual Common 499,131 Retained 8 March 31, June 24,
2013 general stock earnings 2013 2013
meeting of
shareholders
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Notes to the Consolidated Statements of Cash Flows
Millions of yen

March 31,
2012 2013
Cash in hand and in banks...........cccceeoieeiieiiiniienienieceesceeeeeee e ¥ 5,754 ¥ 6,625
Time deposits with a deposit term of over 3 months 217) (220)
Cash and cash eqUiValents ............ccveeveeeieeiieeieceeceeee e eeees ¥ 5,537 ¥ 6,404

Fair Value of Financial Instruments
(a) The fair value and book value of financial instruments as of March 31, 2012 and March 31, 2013, other
than items of which fair value are not practically available, are as follows:

Millions of yen
March 31, 2012

Book value Fair value Difference
Cash and deposits.......cccceeereveeiereeiienierieneene ¥ 5,754 ¥ 5,754 ¥ —
Notes and accounts receivable ....................... 12,525 12,525 —
Investments in securities ..........ccccceceeevercvenneene 2,894 2,894 —
Total ..o ¥ 21,173 ¥ 21,173 ¥ —
¥ 15,704 ¥ 15,704 ¥ —
4,000 4,000 —
¥ 19,704 ¥ 19,704 ¥ —

Millions of yen
March 31, 2013

Book value Fair value Difference
Cash and deposits........cccceevveevieevierieesieseenieenns ¥ 6,625 ¥ 6,625 ¥ —
Notes and accounts receivable ....................... 13,619 13,619 —
Investments in securities ...........cccceceevveevennens 3,740 3,740 —
Total ..ocveeeeeiiieieeceeeeeee e ¥ 23,984 ¥ 23,984 ¥ —
¥ 19,598 ¥ 19,598 ¥ —
4,000 4,000 —
¥ 23,598 ¥ 23,598 ¥ —
¥ 13 ¥ 13 ¥ —

(1) Financial instruments for which it is extremely difficult to determine the fair value

Millions of yen
March 31, 2012 March 31, 2013

Book value Book value
Non-listed Shares #..........ccooiiiiiiiiiiiieee e ¥ 1,052 ¥ 1,059
Membership depoSit  .......ccooiririiieieieieeeee et 3,048 2,897

*1t is extremely difficult to determine the fair values thereof because neither market quoted prices are
available nor future Cash Flows can be estimated.
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(2) Redemption schedule for money claims and securities with maturities

Millions of yen
March 31, 2012

Due in 1 year or Due after 1 year Due after 5 years Due after 10
less through 5 years through 10 years years
Cash and deposits................ ¥ 5,736 ¥ — ¥ — ¥ —
Notes and accounts
receivable...........ccoeveeneennen. 12,525 — — —
Investments in securities
Government bonds....... — — 125 15
Corporate bonds........... — — 100 _
Millions of yen
March 31, 2013
Due in 1 year or Due after 1 year Due after 5 years Due after 10
less through 5 years through 10 years years
Cash and deposits................ ¥ 6,591 ¥ 1 ¥ — ¥ —
Notes and accounts
receivable........ccoceveeneenen. 13,619 — — —
Investments in securities
Government bonds....... — — 130 15
Corporate bonds........... — — 100 —

9. Repayment schedule for long-term debt after the closing date of accounting period.

Millions of yen
March 31, 2012

Duein 1 year or Due after 1 year Due after 2 years Due after 3 years Due after 4 years
less through 2 years  through 3 years through 4 years through 5 years

Long-term debt.. ¥ — ¥ — ¥ 4,000 ¥ — ¥ —

Millions of yen
March 31, 2013

Duein 1 year or Due after 1 year Due after 2 years Due after 3 years Due after 4 years
less through 2 years  through 3 years through 4 years through 5 years

Long-term debt.. ¥ — ¥ 4,000 ¥ — ¥ — ¥ —

10. Investments in Securities
(a) The following tables summarize the acquisition cost and book value of available-for-sale securities with
market value as of March 31, 2012 and 2013:
Millions of yen
March 31, 2012
Book value  Acquisition cost Difference

Securities with book value exceeding
acquisition cost:

Equity SECUTrIties .......ccccoevieriieiiniiniineeeeieeeeeiee ¥ 1,353 ¥ 886 ¥ 467
Government bonds...........ccceevveererirenieenenieenienens 118 115 3
Corporate bondS..........cccceevveverierienieneneeeeeeieneennes 50 50 0
SUD-TOtAL ....cveieiiieieiieee e ¥ 1,521 ¥ 1,061 ¥ 470
Securities with book value not exceeding
acquisition cost:
Equity SECUTItIes .....c.cocvieieriieieriecieieceeie e ¥ 1,310 ¥ 1,408 ¥ €
Government bonds........c..ccceeeeeereincrininenineceenens 13 13 ©
Corporate boNdS.........ccceeeeeieierienienierieeeeeeeeeennes 49 50 @))
SUD-TOtAL ...t ¥ 1,373 ¥ 1,471 ¥ (98)
TOLAL ..ottt ¥ 2,894 ¥ 2,622 ¥ 372
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Millions of yen

March 31, 2013

Book value  Acquisition cost Difference
Securities with book value exceeding
acquisition cost:
EqQUity SECUTILIES .....eoveeeeeeieeiieieieeeceieeeeecee e ¥ 3,385 ¥ 2,170 ¥ 1,215
Government bONdS..........cccoeeverierieneneneneeieieennes 141 134 7
Corporate bonds 101 100 1
Sub-total............. ¥ 3,627 ¥ 2,404 ¥ 1,223
Securities with book value not exceeding
acquisition cost:
Equity SECUTItIes .......eocvieieriieierieiierieeieeieeieeiene ¥ 113 ¥ 123 ¥ (10)
SUD-TOtAL ....cvenieeiieieiieee e ¥ 113 ¥ 123 ¥ (10)
10 7 | USSR ¥ 3,740 ¥ 2,627 ¥ 1,213

(b) Impairment losses of ¥8 million and ¥2 million were recorded to write down book value of investments in

securities for the years ended March 31, 2012 and 2013, respectively.

11. Derivative transactions
(a) Derivative transactions for which hedge accounting is not applied
Not applicable.
(b) Derivative transactions for which hedge accounting is applied.
Currency-related transaction
Millions of yen
March 31, 2013
Hedging Transaction Main hedged Contract Contract .
. Fair value
method type item amount over 1 year
Deferred Foreign Forecasted ¥ 72 ¥ — ¥ 13
hedge exchange foreign
method forward currency
contract transactions
Buy
U.S. dollar
There were no applicable matters for the year ended March 31, 2012.
12. Reserve for Retirement Benefits to Employees

(a) Employees of the Company is covered by a defined-benefit corporate pension plan and defined-
contribution allowance plan. Employees of its domestic subsidiaries are covered by termination

allowance plan or defined-contribution pension plan.

(b) The reserve for retirement benefits as of March 31, 2012 and 2013 is analyzed as follows:

Millions of yen

March 31,
2012 2013
Projected benefit obligations ...........cccoceveeiiiiiiiiiiiiiinenceeeee ¥ (3,793) N (3,671)
Plan aSSETS ....eeviiiiiieiieete e 2,774 2,698
Unfunded benefit obligations..........ccccceveevierieriiinienenneenieeieenen. (1,019) (1,072)
Unrecognized actuarial differences...........c.ccoeveevveviienieevienciennenn. 535 624
Unrecognized Prior SEIVICE COSt......ceveriririeiiieriesieniesieeeeieenees (61) (53)
Total.....coeeieieieieeeeeeeeeeee (545) (501)
Prepaid pension costs — —
Reserve for retirement benefits to employees ¥ (545) ¥ (501)
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(c) The net periodic expenses related to retirement benefits for the fiscal year 2012 and 2013 are as follows:
Millions of yen

March 31,
2012 2013

SEIVICE COSES...cuviuriiiiiniieiiiieieteteteste sttt ¥ 136 ¥ 127
INtEreSt COSES ...uviiiiiiiniiiiiieeee e 79 74
Expected return on plan assets..........ccccoceeieveeiienieniecienenenceenene (60) (55)
Amortization of actuarial differences 60 36
Amortization of prior SErviCe COSt.......cccevvuieriervienvieneereenieeieennens ®) ®)
Premium amount of payment to a defined by termination

allowance plan or defined-contribution pension plan......... 45 46
Retirement benefits eXPense........cc.ccvvevveeveeeeeeeeseeceenieecreeeeeneens ¥ 253 ¥ 221

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

2012 2013
Method of attributing the projected benefits to period Straight-line Straight-line
OF SEIVICES ..ttt ettt ettt sttt sbe s basis basis
Discount rate........c.ccoceeeiiiiiiiiiininincneeeeeee 2.0% 1.1%
Expected rate of return on plan assets............... 2.0% 2.0%
Amortization periods of actuarial differences ... 10 years 10 years
Amortization periods of prior service costs.........ccoceverrueevuennen. 10 years 10 years

13. Income Taxes
(a) 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,
2012 2013
Deferred tax assets:
Write-down of fixed aSSets .......cocvevuiiviiiiiiiiiiicneceececeeeeene ¥ 1,020 ¥ 1,014
Allowance for doubtful aCCOUNES .........cceeeeveeiriieieieieneneeeeeeeee 831 829
Write-down of marketable securities.........c.cccoccevvieevieneenennienniennnen. 400 401
Intercompany Profits.........cccceceecieeiienieseeieeieeee e 293 269
Loss on valuation of real estate for sale...........ccocceevieniiiiininnennen. 866 857
Operating loss carry forwards ...........cccceceeveevennn. 71 168
(01711 G 730 851
Total gross deferred tax assets .... 4,211 4,389
Valuation allowance...........c..coeceeveeiiiiiiiiniienienieneeceeeeeenn (2,315) (2,227)
1,895 2,163
Deferred tax liabilities:
Reserve for advanced depreciation (63) (63)
Unrealized gain on other securities (132) (429)
Deferred gains or losses on hedges — ()
Total gross deferred tax liabilities (195) (497)
Net deferred tax aSSELS.......coceeeririereeeeerereeeeeseseeesesesessesesenenes ¥ 1,701 ¥ 1,666

(b) The reconciliation between the statutory tax rate and the effective tax rate as at March 31, 2012 and 2013
is presented below:

As of March 31,

2012 2013
SEATULOTY TAX TALE ...ecvveevreereeereeiieeeteeiteeteereeeeeseesseeeseesseesseesseesseessesssasseens 40.4% 37.8%
Permanent differences on expenses not deductible....................... 3.0 5.1
Permanent differences on income not taxable..............ccceeoveeurennne (1.2) (1.9)
Accrued bonuses to directors and statutory
auditors not deductible ...........ccveveeirieiniiieineneee e 1.3 1.9
Inhabitant taxes per capita 2.1 34
Valuation alloWanCe ...........cccceeeieieiieiieninineneeeceee e (36.4) (13.5)
Influence by effective tariff change .............cc.cccooeiiiiiiiininnennn. 10.5 —
Influence of future tax rate.........cccoeverererieieiieeeeiere e — (1.6)
OBNET ...ttt ettt b et ettt st ene s (1.0) (0.6)
EffeCtiVe taX TALE......c.evveereeieirieieeeeie ettt eae e 18.7% 30.6%
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14. Segment Information
(1) The segment information of the Company and its subsidiaries for the year ended March 31, 2012 and
2013 is presented below:
The Company and its subsidiaries operate principally in the following four industrial segments:
Construction............ Construction, engineering works, development and sale of real estate.
Golf courses............. Management of golf courses
Hotels.....cccocevveveenneen. Management of hotels
Advertising agent .... Management of advertising agent.

(2) The segment information of the Company and its subsidiaries for the year ended March 31, 2012 and

2013 is presented below:
Millions of Yen
March 31, 2012
Golf Advertising
Construction  courses Hotels agent Total Reconciliations Consolidated
I . Net sales and Operating income
Net sales
Customers ¥ 50,440 ¥ 274 ¥ 399 ¥ 1239 ¥ 52351 ¥ — ¥ 52351
Intersegment or 206 1 5 78 290 (290) —
transfer
Total 50,646 275 404 1,317 52,641 (290) 52,351
Operating income ¥ 1010 ¥ 4 ¥ 15 ¥ 37 ¥ 1,066 ¥ — ¥ 1,066
II. Other
e lkeconand 195 20 33 6 254 — 254
amortization
Millions of Yen
March 31, 2013
Golf Advertising
Construction  courses Hotels agent Total Reconciliations Consolidated
I . Net sales and Operating income
Net sales
Customers ¥ 59566 ¥ 276 ¥ 515 ¥ 1401 ¥ 61,759 ¥ — ¥ 61,759
Intersegment or
transfer 0 2 4 90 96 (96) —
Total 59,567 278 519 1,491 61,855 (96) 61,759
Operatingincome =y & gp g 34 ¥ 56 ¥ 65 ¥ 1015 ¥ — ¥ 1015
(loss)
II. Other
DTG R G A 176 16 48 6 246 — 246
amortization
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15. Per Share Data

Net assets per share and net income per share as of and for the year ended March 31, 2012 and 2013 are as

follows:

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

1. Basis of net income per share of common stock

Net income ..........cccceeeevveeeveennen.

Net income pertaining to common stock...................

Average outstanding shares of common stock

2. Basis of net assets per share of common stock

Net assets....cocevvverieneeseenieniienne
Amounts deducted from net assets
Minority interests............ccccu.....
Net assets applicable to common stock

Number of shares of common stock at end of year.............cc...........

Yen

2012 2013

¥ 316.73 ¥ 336.95
13.13 9.00

Millions of yen

2012 2013
¥ 900 ¥ 576
¥ 900 ¥ 576
68,552 thousand 63,947 thousand
shares shares
Millions of Yen
2012 2013
¥ 21,802 ¥ 21,396
510 424
510 424
21,291 20,972
67,223 thousand 62,240 thousand
shares shares
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BOARD OF DIRECTORS, STATUTORY AUDITORS
AND EXECUTIVE OFFICERS AS OF MARCH 31, 2013

Board of Directors Executive Officers
Chairman and President, Representative Director President and Executive Officer
Takahiro Kitano Takahiro Kitano *
Vice President, Representative Director Vice President and Executive Officer
Kimio Shiozawa Kimio Shiozawa *
Directors Senior Executive Officers
Yoshikatsu Yamazaki Yoshikatsu Yamazaki *
Zentaro Ozawa Toshiro Maki
Outside Director Managing Executive Officers
Yoshinori Uda Itsuo Takeuchi
Zentaro Ozawa *
Statutory Auditors Toshiaki Yamagishi
Permanent Auditor
Noboru Takizawa Executive Officers
Kiyonori Nakashima
Outside Auditors Yoshito Iwasaki
Toshiyuki Tsukada Masakatsu Kobayashi
Yoshichika Owa Hirokuni Matsushita
Kazumichi Hanyu Tsuneaki Yamada

* : Member of Board of Directors
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