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BALANCE SHEETS
AS OF MARCH 31, 2006 AND 2007

Millions of Yen
March 31,
2006 2007
ASSETS
Current Assets:
Cash In hand and I Bankts..... ... oo ormsm e asasammsss seassansssssnn ¥ 5416 ¥ 2,653
Notes receivable, Trade ........c.c.ciiaimsmsmmeessisssssnsassnsrasas sarsssnssssare 3,629 3,531
Accounts receivable from completed contracts...........ccocccomiinine 5,723 8,491
Accounts receivable — Other..........ciiis. 170 515
Bl PO TR BAIE ... cvuiv e v s fsvmsa e i A st s e sra sosana 405 508
Cost of construction in PrOZress ...........coeeiemssssssessessanessnnes 13,269 14,349
Cost of uncompleted development projects........covvcececiinnnnes 1,187 6,860
DEEETred DT BB . o ecsnionencics iaass sysnhsnass snanss sbus ons b anmsaiismms 418 499
8,7 E T e U] e o8 e et [0 e S e S U S L o 612 675
Less: allowance for doubtful accounts.........cccoocviieivnmnsnianinisnsnns (193) (117)
Total CUTE eI B8RO . o vt i s sbsiss s sarmussssuers v rsavasessasnvas si 30,636 37,964
Fixed Assets:
Tangible Fixed Assets:
Buildings and Structures.............ccciviiiiminimsnnisssssisenes 2,778 2,648
Machinery and eqUIPIENE ............ocoaennnsesssimsmrsaessessnsmssnsas 751 766
T e e e 5,079 5,066
B e R S N U S e S e s 2b 21
Total tangible fixed assels...........ciccreiverivessinasionsssenssrasssmners 8,633 8,501
Intangible Fixed ASSetS...........ccceimmiminmmiinmmiinisnesasinsrssnssasasaesss s 42 35
Investments:
Investments in SECUMIHES........c.cccoceoiimiaenmramesassnrenessnesamesensanees 7,629 6,660
Investments in and advances to subsidiaries and affiliates .... 6,985 6,859
70Tt Tt B 1 S O PR RS e e e ey 719 690
O BTN e OTMORIE. i e b nbimnes s orin S maaries s Shmapmiis s 876 878
B e 1 A U PO IR D S8 S 528 513
Less: allowance for doubtful accounts ...........cocvmvminsicsnesarsnnns (1,958) (1,953)
TR Tk et 11 0 T e St GBS e 14,779 13,647
Total Bxed aRsets . o it = s i arat el skt 23,454 22,183

¥ 54,090 ¥ 60,147

The accompanying notes are an integral part of these statements.
KITANO CONSTRUCTION CORP.



Millions of Yen

March 31,
2006 2007
LIABILITIES
Current Liabilities:
N Bl sl e i e i L SR e e ¥ 449 ¥ 5,543
Accounts payable for construction...........co.ocoeevrereeens e 12,398 11,066
Accounts payable for development projects .........coccvevenvceenenee. 3 8
3t r g ] s e e ATl T e NS e i TS SR e e e [ — 6,026
Other accounts payable and accrued expenses ............ccooveeeeen. 187 201
T ey s o e i RO N L S Sl S 27 56
Advances received on construction in progress.............cccccecevenne. 10,745 11,300
Accrued bonuses to eMPLOYEES ........ccceeereiinseencsnenssessssssesssressmses 2656 289
Accrued bonuses to directors and statutory auditors .................. — 60
A e WA Ay b i i e R 53 44
Allowance for losses on construction CONFACES .......cecvevecevreraanns 23 1056
Other cirent HADIHLIES............ccciiviiiiiiaminnasssssssssssesisassesonssassa ssons 427 656
Total carrent Habilias ... .ocomoviviiin i iosnsinnsadsasasasiosans 28,627 35354
Long-term Debt:
Reserve for retirement benefits to employees............ccccccoiuninnnn. 523 482
Reserve for retirement benefits to officers........cccviiiniiciciniinn 896 942
Long-term guarantee deposit ............ccceemevrecrermessinressiessssssssassnsses ¥ if T4
Deferred INCOMBIARES ... o ieiiiiines i ibsseissis i ivoasssissiussiise 450 269
LB T T 1T F il B0 [ b e L e A 1 0
Total Iongterm debt ...........ciciiisisninisrisassasassuosssinsiniss 1,947 1,767
TOtal IAINLIES .. .ol sinaiassisessaiisvamiars i e 30,674 37,121
NET ASSETS
Shareholders’ equity:
D PIINONY SEOCI v e s hisne o cipiaisns s s SN S ae SSmemAR AN RS A PR DRSS 9,116 9,116
Authorized — 200,000,000 shares
Issued — 78,368,632 shares as of March 31, 2006 and 2007
et e BTt o N R e T s o S o et 7,402 7,402
LT T R e ol i g e e 5,982 6,074
3 T sl N e I R ol R Do 4 et B £ A1 (1,750) (1,760)
Total shareholders’ eqUIty........c.ccocereevuererrereserseessrassarssssess 20,750 20,832
Valuation and translation adjustments:
Unrealized gain on other SeCUrities.........oveeceesrerenrersssssessssseressarsns 2,766 2,188
Unrealized gain on hedging derivatives..........c.cccoumrmrecsveereessererianns — 6
Total valuation and translation adjustments.................... 2,766 2,194
Total et ABBeES . e i s s ¥ 23516 ¥ 23,026
¥ 54,090 ¥ 60,147

The accompanying notes are an integral part of these statements.
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STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED MARCH 31, 2006 AND 2007

Millions of Yen
for the year ended
March 31,
2006 2007
Net Sales:
Completed conStruction CONFACTS........coccoviuiiriiminresieasennssssssaneas ¥ bB,798 ¥ 62,371
Real estate development and engineering.............ccccoovcececvvnccnnnes 1,008 1,369
59,806 63,740
Cost of Sales:
Completed construction CONractS...........coviiieieiinisiseriinenans 54,762 58,186
Real estate development and engineering............c..ocovvereerireerenes 821 1,148
55,583 59,334
GROBSPIONE s s e 4,223 4,406
Selling, General and Administrative EXpenses........c.ccceimieeriniennissneins 3,300 3,400
CIPCTAINE DO ... ciisias s ias nssiins s dsians b bos ssHia s SRR s 923 1,006
Non-Operating Income/(Losses);
T T T N S N S S W) s 5l TS O 47 50
g 4 g R e SR RS e e (60) (77)
Gain on Torelgn EXChANEe .. . o s s assveasss s sansa sinsdast 20 7
R I e e o e i = 48 74
978 1,060
Special Items:
Gain on sales of fixed ASSetS...........ccoeererersacsnesersserse s sssnsrssssseases 2,771 5
Write-down of investments in subsidiaries ..........c..ccviiiiinnnn (80) —
Allowance for doubtful aCCOUNLS ........cccereererierssnssnesarisiesimssssssssasses (2) —_
O I e R s R i 118 (3)
Income before iNCOMEe tAKES.......vemi i s cesscsssnesessns 3,785 1,062
Income taxes:
(8721 2 1 SRS e e D I L SN s g St R e et s R 30 28
By e B i e o L A SRR o b B 164 124
N T N O 2 s s i o s £ e i i 3 B i ¥ 3591 ¥ 910

The accompanying notes are an integral part of these statements.
KITANO CONSTRUCTION CORP.



STATEMENTS OF CHANGES IN NET ASSETS
FOR THE YEARS ENDED MARCH 31, 2006 AND 2007

Number of Millions of Yen

shares of Unrealized Unrealized gain

common Common Capital Legal Voluntary Retained Treasury gainonother mbedging Total net
siock  stock surplus reserve reserve eamings stocks secuities deivatves  assels

(thousands)

BalanceatMarch31,2005.... 75211 9116 9616 2284 4366 (6024) (687 1320  — 1991

Net gain for the year

ended March 31, 2006 .. — — - — — 3501 — - — 350
Year-end cash dividends

(¥6.0 per share)............. - —  (451) — - — — — — (451)
Reversal of voluntary

TEBRIVE.......commssssmmsnmsnes - — — —  (4,260) 4,260 — - - —
Transfer of capital

1 (1 S - —  (1,764) - — 1,7 - — — —
(ain on sale of treasury

BEORK v s - — 1 — — — — — — 1
Increase in {reasury

BROCK i (3,004) — — - - —  (1,062) - —  (1,062)
Adjustment for the year.. —_ — _ - - — 1466 1,446

Balance at March 31, 2006 ..... L9007 9116 7402 2284 106 3501 (1,749) 2766 — 23516

Net gain for the year

ended Mareh 31, 2007... — -— — — — 910 — — — 910
Yearend cash dividends

(¥6.0 per share)............. — — — — - (647) - - —  (MD
Bonuses to directors and

statutory auditors.......... - - — — — (170) - — —  (170)
(zain on sale of treasury

ROeR i - - 0 — - — 3 — — 3
Inerease in treasury

L L e e e = = = ey hea— =g
Adjustment for the year.. — — — — - — — (578) b (572

Balance at March 31,2007..... 71871 9116 7402 2284 106 3684 (1,760) 2,188 6 23,026

The accompanying notes are an integral part of these statements.
KITANO CONSTRUCTION CORP.



NOTES TO THE NON-CONSOLIDATED
FINANCIAL STATEMENTS

1. Basis of Presenting the Non-Consolidated Financial Statements

The accﬂnmanﬁﬂg non-consolidated financial statements have been prepared from the accounts and records
maintained by Kitano Construction Corp. (the “Company”) in accordance with the provisions set forth in the
Japanese Commercial Code and 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.

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

The non-consolidated financial statements are not intended to present the non-consolidated finaneial position,
or results of operations in accordance with accounting principles and practices generally accepted in countries and
Jurisdictions other than Japan.

2. Significant Accounting Policies
{a) Revenue Recognition from Construction Contracts

Revenue from and related costs of construction contracts, whose construction periods are more than two vears
and coniract amounts are more than one billion yen, are recorded under the percentage-of-completion method.
Revenue from and related costs of construction coniracis except the above are recorded using the completed-
contract method.
(b) Inventory Valuation

Real estate for sale, the cost of construction in progress and the cost of uncompleted development projects are
valued at cost on an individual project basis. Other inventories, consisting primarily of scaffolding, are valued at
cost which is determined by moving average method.
(c) 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. 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.
(d) 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.
(e) Accrued Warranty

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

Acerued bonuses to employees are computed by estimating the payment required in order to provide for the
payment of bonuses to employees.
(g) Accured Bonuses to Directors and Statutory Auditors

Accrued bonuses to directors and statutory auditors are computed by estimating the payment required in order
to provide for the payment of bonuses to directors and statutory auditors.
(h) 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, if all the officers had retired at the balance
sheet date.
(i) Pension and severance costs

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

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.
(i) Allowance for losses on construction coniracts

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

Finance leases other than those which are deemed to transfer the ownership of the leased assets to the lessees
are accounted for by a method similar to that applicable to ordinary operating leases.

KITANO CONSTRUCTION CORP.



(1) Consumption Tax

The consumption tax withheld by the Company on sales of construction and projects and consumption tax paid
by the Company on its purchases of goods and services is not included in the amounts of the relevant accounts in
the accompanying statements of operations. The consumption tax withheld and paid is recorded as an asset or a
liability, as the case may be, and the net balance is shown in the balance sheets.

Non-deductible consumption tax and local consumption tax are charged to current net income as expenses.
(m) Securities Valuation

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

Available-forsale 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.
(n) 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.

3. Notes to the Non-Consolidated Balance Sheets

Millions of Yen
March 31,
2006 2007
(1) Short-term accounts receivable from subsidiaries and affiliates........ ¥ 28 ¥ 11
(2) Assets pledged as collateral:
B R e e e e e 366 353
(3) Contingent liabilities from guarantee of indebtedness of others........ 1,290 1.260
4. Notes to the Non-Consolidated Statement of Operations
Selling, general and administrative expenses included the following:
Millions of Yen I
for the year ended
March 31,
T - A
DO i e e e e e s T ¥ 125 ¥ 110
Allowance for accrued bonuUSes ... 83 96

KITANO CONSTRUCTION CORP.



5. Notes to the Non-Consolidated Statement of Changes in Net Assets
(a) Type and number of treasury stock

March 31, 2007
Number of shares
Balance at Increase inshares  Decrease in shares Balance at
Type of shares Beginning of year during the year during the year end of year
Treasury stock
Common stock 6,461,085 47,409 10,580 6,497,914
Total 6,461,085 47,409 10,580 6,497,914

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.

6. 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,
2006 2007

Machinery, equipment and other

Acquisition cost.... ¥ 83 ¥ 74

Accumulated depremauon (34) (43)

Net book value... : ¥ 49 ¥ 31
The future lease payments mclu:img mpresentmg interest P

Due within one year : ¥ 18 ¥ 12

3T T 0 il 1 PR e ety = S S e 31 19

¥ 49 ¥ 31

Lease expenses for the Year ...t ¥ 21 ¥ 18
An amount equivalent to depreciation.... ..o senscrseneessesesnes ¥ 21 ¥ 18

7. 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, I
2006 2007
Deferred tax assets:
Allowance for doubtful accounts... ¥ 1,004 ¥ 1,006
Reserve for accrued retirement beneﬁ[s I.o Dfﬁcers 362 381
Write-down of fixed assets... 1,752 1,715
Write-down of marketable securities 31 31
Write-down of investments in subs:dmnes and affiliates............ 780 780
Dperatmg loss camrforwards 1,212 668
Other... 804 991
Total gross defen‘ed tax assets .. 6,035 5,072
Valuation allowance... (4,121) (3,782)
1,914 1,790
Millions of Yen
March 31,
2006 2007
Deferred tax liabilities:
Reserve for advanced depreciation .............cconeneians (72) (72)
Unrealized gain on other Securities...............ccoccveeeecisrenssssesssesses (1,875) (1,483)
Unrealized gain on hedging derivatives..........c..cccooviricuicceninens — (4)
(1,947) (1,559)
Net deferred tax GSSets.......oo i ceiesmescmmescnenisnssesmsssssssssssspaness ¥ (33) Y 231
L T 2 e I = e e S e S 40.4%

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, 2006 was recognized.

KITANO CONSTRUCTION CORP.



8. Per Share Data

Net assets per share and net income per share as of and for the years ended March 31, 2006 and 2007 are as
follows:

Yen
2006 2007
Net assets per share... ¥ 324.67 ¥ 320.38
Net income per share — primary ... R i e L 47.04 12.66

Millions of Yen
2006 2007
Net income .. ¥ 3,091 ¥ 910
Less: Compoﬂents nnt pertauung to common sha.reholders:
Bonuses to directors and corporate anditors............c..ccoe. (170) —
Net income pertaining to cOmMmON SEOCK ......c.courminninsininiisssis ¥ 3,421 ¥ a10

Average outstanding shares of common StocK ..., 72,731 thousand 71,888 thousand
shares shares

KITANO CONSTRUCTION CORP.



CONSOLIDATED BALANCE SHEETS
AS OF MARCH 31, 2006 AND 2007

Millions of Yen
March 31,
2006 2007
ASSETS
Current Assets:
Cashin hanad and i Danks. ... i nmiimsisssmmissinsssioisin pom ¥ 6,025 ¥ 3201
Notes and accounts receivable..............ocuereeeennsnsscnsensessssssassesnsns 9,703 12,416
AT TR U ek e SR e LU e 636 739
Cost of conStruction il PTOBTESS ......c.uiiminreimisamsssssssssssssossoresns 13,269 14,349
Cost of uncompleted development Projects ........coveieicierieiens 1,187 6,860
Inventories - materials and SUpplies ... 78 67
Deferred INCOME TAXES. ... i iermarisssisisssssaisisonissssiasssssmssstontim 426 507
e e AR e e e e 861 1,244
Less: allowance for doubtful aCCOUnts .........ccooeeeevecevnceiriniisnenennn. (86) (7D
TOlal CUITeNE ASSOTE .. i it e s s s e 32,000 39,396
Fixed Assets:
Tangible Fixed Assets:
Buildings and SIUCIUIES . ........cicreiromecsmscsssimssmmsssssassssssmstsssssensns 14,525 14,683
Machinery and eqUIPIMENL ..........c.overeriseeimmressenssssisnesssnssssassesnsn 1,623 1,658
e e e L ey 1,967 1,967
T e e e O e LR b e e s 8,187 8,181
CONSLIUCEION I DIOEICSS ... oo i icansiss dosossmmsnssssitassass st 3 129
O R L o b Bt 1,894 1,899
Less: accumulated depreciation .............oocevveeseeeseessessssesssences (5,212) (9,587)
Total tangible fIXed aSSeLS..............vrvveerrereserssseesseemsseosesns 18,987 18,930
Cost in excess of net assets of subsidiaries ............coueceverevecinnsinn 426 265
Other intangible fixed assets..................ci i 627 619
1,053 884
Investments:
INVeSIMENtS N SECUTTHIES ..o cvirieseiessirsessssissassariasiesmmor sesassas 8,119 6,933
D ST E L e e A e /AR B 3,099 3,202
Deferred iNCOmME TAXEH ... .....oiimiiminnsin i msdssoioisistssars 167 2156
CRhier IvestIBIIb i it i i i e an s sasaiidadmasinaian 1,421 1,409
Less: allowance for doubtful accounts ...........cocoooveevieeesennnn (1,524) (1,595)
e e P Ty ] P S e S o S 11,282 10,164
TR U O e s B DR IC S A e 31,322 29978

¥ 63,421 ¥ 69,374

The accompanying notes are an integral part of these statements.
KITANO CONSTRUCTION CORP.



Millions of Yen

March 31,
2006 2007
LIABILITIES
Current Liabilities:
Notes and accounts PAYADIE .........ciiemmenisuinissmssrsmssssssasissssssens ¥ 17,333 ¥ 17,040
RTINS ORINT: o . cvionsscvisstiobrirssassnsdaso sortonsarinmmaasivsibessasnas ns s 1,389 7,323
INCOMC TR L PRVADIC oo toiisatavusavsassisbasoms saavasiusassvritabtsmsssasnsasis 67 71
Advances received on construction in progress.......c.cccei 10,745 11,300
Advances received on uncompleted development projects ........ 2 321
Accrued bonuses to eMPIOYEES ......ccccvevvarirarrersaesssamssnassaasssanssness 277 299
Accrued bonuses to directors and statutory auditors .................. — 68
P a0e b3 o ) G T e R e S S L s o O i e e RS el 53 44
Allowance for losses on construction contracts..............cceeeeveene. 23 105
(6,1 1Tt 3 e e o, T SR SO e N o - O T17 637
Total current HADIEIES ... ...cusisivmsimssimsisnssbismsisnveresassisainsaton 30,606 37,208
Long-Term Debt:
Reserve for retirement benefits to employees..........c.coccoeveveennee. 632 587
Reserve for retirement benefits to officers..........ccocvecriveiicrinns 895 943
MeinbershiD eNOBIE. o i it e v st b s 6,419 6,322
O ORI AED o o it s St R e A s e o s 79 75
oAl TON eI ABDE . i it v s e S i 8,025 7,927
NET ASSETS
Shareholders’ equity
COMON SUOCTe. sl e s e e e A 9,116 9,116
Authorized — 200,000,000 shares
Issued — 78,368,532 shares as of March 31, 2006 and 2007
A T S D IS 55, oo it s T sTh i i R S R S 54 Ve 7,426 7,426
Relairol SaTIIES o i i i s v oo ek s s ve e AT e 5,713 5,760
W T T e e e e e e e S e T (1,807) (1,828)
Total shareholders’ BQUILY ...ccccieisacieemmsessorsssns sesrassssasassesssensassasenses 20,448 20,474
Valuation and translation adjustments
Unrealized gain on other securities............cccencresecerssnssncsmrsossens 2,767 2,189
Unrealized gain on hedging derivatives.............ccoovvienicriseninnsenns - 6
Foreign currency translation adjustments.............cccovvevriieniniininnns (12) 17
Total valuation and translation adjustments..........c..coeiiiiiieiinin 2,755 2,212
R O R OIS . ot S oterisveninesnsoner s babassiass s S s s S s bioe 1,687 1,663
s SR T e R e e P B s e ¥ 24,790 ¥ 24,239

¥ 63421 ¥ 69,374

The accompanying notes are an integral part of these statements,
KITANO CONSTRUCTION CORP.



CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED MARCH 31, 2006 AND 2007

Millions of Yen
March 31,
2006 2007

Net Sales:
Completed conStruction CONTACES...........cocvicvacirreriassiasecrmissssssssase ¥ 58,799 ¥ 62,201
Real estate development and engineering..........ccccovverevererenerenns 6,057 6,454
64,856 68,745
Cost of Sales:
Completed construction CONLTACES.........c.ocviuisismirmsmssssssissanssansasss 54,762 58,106
Real estate development and engineering..........c.ocuuwimeiearsarienns 3,810 4,195
58,572 62,301
O P - D e e R e N S T 6,284 6,444
Selling, General and Administrative EXpenses...........coccovivceeccinnnnn 5,334 5,364
DT A YRR ATMO IR . iiuiiniasiass nsohmasiiorasasusann sias siansnsasanssnnsasiiadiaans 950 1,080
Non-Operating Income/(Losses):
Interest and dividend IRCOME .........cocenrmernimeenissuesessssssaserassacsnassssases 7 86
DOTEPCOL OPEIROE: 00 L o s tranaasi A it e Goaesen (78) (95)
FOrGign EXCTMIPETIIN ..oy ecieiiansiansass sosisiniiossatssinanstissss ol seaisibes sinin 507 37
Equity in gains of affiliates............iiinitom i aieanisaissamsin 83 83
OO et o S s R e e A e 63 99
1,602 1,290
Special Items:
Gain on sales of fixed aSSetS..........ccccoeertreereeriosressesanesssssssserassensens 2,771 b
Loss on disposal of fixed aSSets .........c.cocvinsrrssrimiiins esssassasssnessis (4) (7)
Impairment 10ss on fixed aSSeLs.......ccweririiinneineneicsessasssesereses (258) —
B[ F T o ] e e e e e o S e e e S 67 1
Income before income taxes and minority interests.............. 4,178 1,289
Income taxes
(0 1y -+ el e N N S A o e e e e 88 70
< 2 B L e 183 259
Minority Interests in Eamings of Consolidated Subsidiaries ............... (440) (95)
i (TN TE S 1) el i S e B o e NS Py L I (AT = T ¥ 3467 ¥ 865

The accompanying notes are an integral part of these statements.
KITANO CONSTRUCTION CORP.



CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS
FOR THE YEARS ENDED MARCH 31, 2006 AND 2007

Millions of Yen
Adfustments
Number of o foreign
shares of Unrealized Unrealized gain ~ comency

common Common Capital Retained gain on other Treasury obedgng  satements  Minority Total net
stock  stock  surplus eamings secwrities  stocks  denvafives  framslation  interests  assels

(thousands)
Balance at March 31,2005.... 74,857 9116 9,616 489 1320 (753) - (107) 10556 20,736
Net gain for the year
ended March 31, 2006... - - — 3467 — — — — — 3467
Cash dividends................ — — (447) - — — — - —
Bonuses to directors and
statutory auditors......... — - - (6) - — - — — (6)
Transfer of capital
GIDIEE - cevomereairins - — (1763 1,763 — - - — -
Increase in treasury
SOBM St (3215) = = 2L LT e = —  (1,054)
Gain on sale of treasury
SOOI simmiasisanio — — 20 - — — — — — 20
Adjustment for the year.. —_ — — — 1447 — — 35 532 20M
Balance at March 31, 2006.... 71642 9116 742 5713 2767 (1800 —  (12) 1587 24700
Net Gain for the year
ended March 31, 2007... — — — 865 — - - — — 865
Cash dividends................. — — — (642) - — - - —  (642)
Bonuses to directors and
statutory auditors......... — — — (177) — — - — — (1T
Increase in treasury
MO e e (78) — — — — (14) - — — (14)
(Gain on sale of treasury
BN s iins — - 0 — 2 - — — 2
Oher e - — (1)) | — @) — — - (8)
Adjustment for the year.. - — 0 —  (578) — b 29 ) 6

Balance at March 31,2007.... 71564 9116 7426 5760 2,189 (1829 6 17 1993 24239

The accompanying notes are an integral part of these statements.
KITANO CONSTRUCTION CORP,



CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED MARCH 31, 2006 AND 2007

Cash flows from operating activities:
Net income before INCOMEe TAXES. ... ..ot e sesasisssseseasmesshbesssssanasnes
Adjustments for:
Depreciation.... !
Impairment lcss on ﬁxed asr.ets
Equity in gains of affiliates...
Interest and dividend income
Interest expenses ..
(Gain on sales of ﬁxed assets
Foreign exchange loss...
Increase in reserve for retlrement beneﬁts to
employees and officers.. =
Increase/(decrease) maccrued Wa.l'l!‘a.nt}l’
Increase in allowance for losses on construchun contrams

Increase in accTUed DONUISES............c.cccieeeeen e srsiamanseassessesssnsisarsssassaassinsssnse
Increase/(decrease) in allowance for doubtful accounts........coeccevvvrerees
(Increase)/decrease in notes and accounts receivable..............voiiennn.

(Increase) in cost of construction in progress and cost of
uncompleted development projects ... =
(Increase)/decrease in real estate for sale and uwentnnes .........................
Increase/(decrease) in notes and accounts payable ...
Increase in advances received on construction in progress ........................
Other ... L s G L
Sub-tﬂtal
Interest and dmdend mcome recewed
Interest expenses paid...
Income taxes paid ...
Net cash promded hyf( used m) operaung acuwt;es
Cash flows from investing activities:
Payment for making time deposit ... e sismeisiesssassesssssesess
Proceeds from withdraw of time depostt
Payments for purchase of fixed assets..
Proceeds from sale of fixed assets...
Payments for purchase of m\?estments in semmtle-s
Proceeds from sale of investments in securities..
Payments for loans...
Collections ofluans
Proceeds from sale of sha.res ofa mnsohdawd 5ub51d1m*y
Other ...
Ner. cash pmmded by:’(used in} mvesnng acuwhes LR
Cash flows from financing activities:
Increase/(decrease) in short-term bank loans, Net .......occvnicicinensiannnens
Repayments of long-term bank 10ans ...,
Purchase of treasury SEOCK ... iacecoumisanamessasnimsassassasnsasmnss enssssmssasasanssasaanss
Purchases of subsidiary’s treasury stock by the subsidiary...........ccocourenee.
Cash dividends paid ...
Net cash pmmded byf(used m) ﬁnancmg an:'t.mtms
Effect of exchange rate changes on cash and cash equivalents.........c.ccoceece.
Net increase/(decrease) in cash and cash equivalents............oceoescevenersisssaranes:
Cash and cash equivalents of beginning of year...
(Decrease)/Increase in cash and cash eqmvalents due tn merger
Cash and cash equivalents of end of year... AR i

Millions of Yen
2006 2007
4,178 ¥ 1,289
447 449
258 —
(83) (83)
(1) (86)
T8 95
(2,771) (5)
(429) (37)
101 1
2 (9)
23 82
13 22
(10} 14
948 (2,710)
(4,787) (6,754)
127 (92)
3,185 (295)
2,221 5566
(253) (193)
3,171 (7,766)
77 86
(79) (95)
(109) (66)
3,060 (7,831)
(271) (232)
117 271
(212) (324)
6,325 23
9 4)
71 223
(38) (42)
41 67
100 —
33 (1
6,157 (19)
(4,438) 5,034
(535) =
(984) (11)
= (128)
(455) (645)
(6,412) 5,150
5 4
2,810 {2,696)
2,045 5,755
5,766 ¥ 3,050

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, 2007 (8 for 2006). The
consolidated financial statements in fiscal years ended March 31, 2007 include the accounts of the
Company and 7 (7 for 2006) of its subsidiaries “the Companies”, which are listed below:

sKawanakajima Tochi Kaihatsu Co., Ltd. .........cooocciiiinnnnan. 69.23% owned
sKisokougen Kaihatsu Co., Ltd. ......ccccrvvvirincivivriicicnciinne 50.00% owned
*Solomon Kitano Mendana Hotel Limited. ..........cccocovvvunnannn. 100.00% owned
*Western samoa Kitano Limited. ..........cccocoviniiiniiiniennen, 99.00% owned
easahi’Agency Co, Bl co g namii i 52.40% owned
T (LS T B 0 g 0 Et PR et pte £ sSs el e Sl o e ) [ 57.95% owned
C3a15s i1 g T el M S | NRC R e = S s 57.95% 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 b 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, which is an affiliate of the Company, since the application of this method has
significant effect on the net income and retained earnings of the Companies.

(¢) 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.
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(e) Depreciation

Depreciation is computed by the siraight-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 prinecipally 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.
(i) 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 shori-term investments with an original
maturity of three months or less and which represent a minor risk of fluctuations in value.

(0) 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-oftax 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.
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(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.

3. Notes to the Consolidated Balance Sheets

Millions of Yen
March 31,
2006 2007
(1) Investments in unconsolidated subsidiaries and affiliates..... ¥ 10 ¥ 13
(2) Assets pledged as collateral
5011103 117 F R e G R RTARYIST (es 8. s e T R 366 353
T bl s ook, DN Sl S o Sl e TS M 1,160 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 ¥53 million for the year ended March 31, 2006, and ¥44 million for the year ended
March 31, 2007. Allowance for accrued bonuses included in “Cost of Sales-completed constiruction
contracts” was ¥182 million for the year ended March 31, 2006, and ¥193 million for the year ended
March 31, 2007. Allowance for loss on construction contract included in “Cost of Sales-completed
construction contracts” was ¥23 million for the year ended March 31, 2006, and ¥98 million for the
year ended March 31, 2007.

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

Millions of Yen
for the year ended March 31,
2006 2007
DD OO I O S e s A et e s st s ibmd re e Bt ¥ 3568 ¥ 377
g | SR ) SO e e s DRI e P RN S s 1,822 1,793
Allowance for accrued bonuses.............cccoecererenimeivesreaseesanses 83 164
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 78,368,632 —_— - 78,368,532
Total 78,368,532 — — 78,368,632
Treasury stock
Common stock 6,726,531 88,282 10,580 6,804,233
Total 6,726,631 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.
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(b) Dividends
(1) Dividends paid to shareholders

Resolution Amount Amount
Date of Approved Typeof (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

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

Resolution Amount Amount
Date of Approved Typeof (Thousands Per share Shareholder's Effective
approval by shares of Yen) Paid from (Yen) cut-off date date
June 28, Annual Common 431,224 Retained 6 March 31, June 29,
2007 general stock earnings 2007 2007
meeting of
shareholders
6. Notes to the Consolidated Statements of Cash Flows
Millions of Yen
March 31,
2006 2007
Cash in hand and MDANKS.........ccoimimiammmimmmsis s ¥ 6,025 ¥ 3,201
Time deposits with a deposit term of over 3 months................ 52’?01 (232)
Cash and cash equIVAlENLS...........c.cccvcueaierionaiisrasnassssessmsasseiasase g ¥ 3,059

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:

e Millions of Yen
March 31,
2006 2007

Machinery, equipment and other

ARSI COBL. .. i s s e i e ¥ 183 ¥ 165

Accumulated depreciation.............cocevevrsrsessssssssssssasssssssssasees (80) (92)

O DOOK VAR .. orin s issi mioaansas i sEodsndar s PRBH ¥ 103 ¥ 3
The future lease rental payment on such lease contracts

R R T TR, M oo s et s oS e o S A s ¥ 39 ¥ 31

TP ONOT OO VAL -, it o ids woana o s e s 64 42

RO e e e T B R e SN e S ¥ 103 ¥ 73
Lease rental expenses for the year.........c.cocoovincrenriinninennnes ¥ 40 ¥ 41
Including an amount equivalent to depreciation...........ccceeuee.e. ¥ 40 ¥ 41
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8. Investments in Securities
(a) As of March 31, 2007, “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, 2006 and 2007:
Millions of Yen
March 31, 2006
Book value Fair value Difference
Securities with fair value
exceeding book value:
Debt BeCurIHRS ...cciiviiriies i N — ¥ — ¥ —
Subaotal e e e ¥ =5 = ¥ i
Securities with fair value
not exceeding book value:
DD SOOI - oo insiis oo emss e dor o e ¥ 5 ¥ 5 % 0
BUBTOERL. . i v i brss s viraiirins S v ascaida ¥ b ¥ 5} Y 0
H Lo [ e s R e e ¥ b ¥ D % 0
Millions of Yen
March 31, 2007
Book value Fair value Difference
Securities with fair value
exceeding book value:
Debt SecHIIHeS . ... coviiieinisiai ke s desbanaiamns ¥ = — Y —
i Fe o e e e e A e e ¥ — ¥ — ¥ —
Securities with fair value
not exceeding book value:
DI SOCUTTEIRS ouaaviinasnvesiisss sasinisss sasssidaiasiasinms ¥ b ¥ 5 ¥ 0
it 151 £ I S [ e B e O ¥ D ¥ b Y 0
4 L) P P R et P ST b S N R o L S ety ¥ b ¥ D ¥ 0

(c) The following tables summarize the acquisition cost and book value of available-forsale
securities as of March 31, 2006 and 2007:
Millions of Yen
March 31, 2006
Acquisition cost Book value Difference

Securities with book value exceeding

acquisition cost:
Equily Sectrities ...t sssisasissss ¥ 2,109 ¥ 6,754 ¥ 4,645
o Py T e S SRR e e Sl ¥ 2,110 ¥ 6,74 ¥ 4,645
Securities with book value not
exceeding acquisition cost:
FQUItY SCCUIILICT ... ..ocivvvios o iovissiammsssonnsasssnssnsos ¥ 1 ¥ 1 =% 0
T T N e S e ¥ 1 ¥ 1 ¥ 0
|3 o T = s M i Sl e S ¥ 2,110 ¥ 6,50 ¥ 4,645
Millions of Yen
March 31, 2007
Acquisition cost Book value Difference
Securities with book value exceeding
acquisition cost:
Equity SeCurities ..o i miiininadomanasssiaesmsesnainnisn ¥ 2110 ¥ 5,780 ¥ 3,675
LT rE apr o S MR o S R Y S e ¥ 2,110 ¥ 51780 ¥ 3,675
Securities with book value not
exceeding acquisition cost:
EQUILY SEOUTTILICE ..oivvirimscssiarisinsdassnamesusnasssnsosnsinn ¥ | . | B (0)
Subtotls e T R ¥ 1% 1 ¥ EB!
i e | RS RS ) e M == TR S e e ¥ 2111 ¥ 5,786 i
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(d) Available-for-sale securities sold during the year ended March 31, 2006 and 2007, are as follows:

Millions of Yen
2006 2007
Proceeds from sale of SeCUrities. . ........coceieceeeiiemsaceieeeeenesnns ¥ 71 ¥ 223
Gross realized gain on sale of available-for-sale securities......... ¥ 69 ¥ 1
Gross realized loss on sale of available-for-sale securities ......... ¥ — ¥ —

(e) The following tables summarize the book value of securities with no available fair value as of
March 31, 2006 and 2007:

2006 2007
Available-for-sale securities
Unlisted equity securities
(excluding over-the-counter securities) ..., ¥ 1,348 ¥ 1,129
(f) Schedule for redemption of held-to-maturity debt securities with maturities:
Millions of Yen
March 31, 2006
Over one year Over five years
Within within five  but within ten
one year years years Over ten years
Held-to-maturity
debt securities .......................... ¥ e ¥ 5 ¥ = M S
Ir:[“::"':ﬂ-] ............................................. ¥ e e ¥ 5 ¥ = ¥ =y
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 ... iieenreecnns ¥ <2 ¥ 5 ¥ — ¥ =
1 S il Sl T ¥ — ¥ b ¥ — ¥ ===

Reserve for Retirement Benefits to Employees
(a) Employees of the Company and its domestic subsidiaries are covered by a qualified pension plan
anlatil a severance payment plan. Some foreign subsidiaries have a defined contribution pension
plan.
(b) The reserve for retirement benefits as of March 31, 2006 and 2007 is analyzed as follows:
Millions of Yen

March 31,
2006 2007

Projected benefit Oblgations ............ccserseeeessssssnesesnesnssssasnass ¥ 5,158) ¥ (5,154)

PIANL BSOS 5. iovnussissnsassasiasssaniansoniadinis esnmsstoass ks ssmmaside _ 4,983 5,185

Unfunded benefit obligations.............cccooooeoeeiiicicicreensireeenas =3 31
Unamortized transition obligation...........ccc.cconeeioinennnennnne (618)

Unrecognized actuarial differences..............ccovvvnncisiccnnnnn. S —
L e R L S R i e %Eﬁﬂ? S (]

Erepaid pension costs .. v i s e —_
Reserve for retirement benefits to employees............ccoeveuennee. {632} ¥ (587
(¢) The net periodic expenses related to retirement benefits for the fiscal year 2006 and 2007 are as

follows:
Millions of Yen
__March 31,

2006 T

IV O PO . i s sssameni s s R s b A SRR R s ¥ 199 ¥ 190

IRReRt COMS o iR mis s i aar e Aaie 126 126
Expected returm on plan assets ..........c.ieevscnncamiensisssnesnse (88) (100)

Amortization of transition obligation...........c.cccecccecvriinnnnnns 6 —_
Recognition of actuarial differences...........c.cccocveericricnincnenes 45 (13)

¥ 288 ¥ 203
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(d) Assumptions used in calculation of the above information were as follows:

As of March 31,
2006 2007
BT A 7 N S S e L 2.5% 2.5%
Expected rate of return on plan assets...........cc.cccccvevcenicnas 2.0% 2.0%
Method of attributing the projected benefits...................... Straight-line Straight-line
O PETION O  BOIVICEE | .o ceonrmnsnsesonmon e sensas e ssaras sareesass basis basis
Amortization of actuarial differences.........cccccooecciviciiriviricnnns 10 years 10 years

10. 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,
2006 2007
Deferred tax assets:
Write-down Of fixed aSSelS........cccevmriesiarsianssssssssmssnsrsssssassens ¥ 1,752 ¥ 1,714
Allowance for doubtful ACCOUNLS............ccoeeveiiiiiiiciriiiie s 1,005 1,008
Reserve for retirement benefits to officers...........c.cccoecveeennne. 362 383
Acerued enterpriSe EAXES .......covrerserisisrsssammrsassassssuenssssemasnssses 3 0
Write-down of marketable securities.........oocvuvcecevenesecninans 316 313
INt e T OMDANY PLOIE L. i iiimicsicionassdaisis siasemn sreat s susinnds 485 446
Operating loss cAITyTOrWards............ccccvoumersisssssssnsssssssssesssnss 1,518 803
e e aame i s st 920 1,038
Total gross deferred tax assets...........ccoiiiniicniscnssssnns 6,361 :
VAIUBLION BIOWATICR ... ..oci s inminsesiieisaisnisnssisamsssiassssmisss iwoss (3,819) (3,422)
2,542 2,283
Deferred tax liabilities:
Reserve for advanced depreciation ............ccccoceeeeennceninenenn. (72) (72)
Unrealized gain on other securities..........cccooeveceicivniiniiinins (1,877 (1,485)
Unrealized gain on hedging derivatives.............ccccccceevennenee. - (4)
Total gross deferred tax assets liabilities...........c.cveevvenne (1,949) (1,561)
Net deferred tax aSSetS...... . ieminimsaisiiamssissiansssssasssianns ¥ 593 ¥ 722

(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, 2006 was required.

The reconciliation between the statutory tax rate and the effective tax rate as at March 31, 2007 is

presented below:

R Oy T TR .. oo i sesnemikmmsteaneda shivseascus e snaaudins ans smassiocnanea 440.4%

Permanent differences on expenses not deductible..............

Permanent differences on income not taxable ...................... (1.7)

Accrued bonuses to directors and statutory

anditors NOt dedUCTIDIE ........oiieuuininiisiusinnassrsssssnsssssenssssnsions
Inhabitant taxes per capita........ccciinciiiiiiiiisssinieieisnnsis
Nalnaton BllOWaIICE ... . iraiiiisisiansins s nasasssas ssnussssasiasnsassshosrssnanssin (26.5)
B e e L e
B e chive X Tabl i i 25.5%

KITANO CONSTRUCTION CORP.



11. Segment Information

Industry Segment Information

The Company and its subsidiaries operate pnnc:pally in the following three industrial segments:

Construction... -

Development. T A B R N e e vt
e e T S o e s i s

. Advertising agent

. Construction and engineering works
Development and sale of real estate
... Management of golf courses

The segment information of the Company and its subsidiaries for the year ended March 31, 2006 and
2007 is presented below:

Millions of Yen

2006

2007

Net sales:

Op

OB ICEION ... c.ocemeaecinmercsnrarussnssassyassassssasesssessssassresusrssess s asesmensrsotons ¥
e O BIIL . e cemessasiossiersansrorronsdssamesidsisnsisnsasosporainssiossanssn

RO s oisinon i o ety S RS e e e R 703 AP

Hotel ... A e Lk e e AT b et

Advertasmg agency ........................................................

58,799
1,008
654
2,411
2,077

¥ 62,371
1,369

64,949

p—

Less: intersegment tranSaction .......ceiiiiiiiaissisisisassinnssesis

58,007
B77
687

2,246
1,958

'131
63,906

GOSN <. oo s s R A R R e A Y

33,870
3 431
7,677
5,983
1281

52,242

11,179

CRDBE ARBBIE: . i i b e e ss

Depreciation:

DevVelOPIMENL .......cccieeieese e see e sssss s sesnnsnesesassesessassesnssess 45
47
Advertising agency 10

Impairment loss on fixed assets:

< ;
(07T 3 T 0] | TaR e e e e L Py Mtk L a0 i AP St e s ¥

Advertising agency ... e

MR
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Millions of Yen

2006 2007
Capital expenditure:

G OABEIVMCTIENN - <. o i savsinnaiabwad st s AR A S AR Hs 44 oe S n i S S ¥ 89 ¥ 51
IETRlaDIIenE - e e S s e e i 2
58 | e B e N e O sedi g RS DR 19 22
s f £ L AR TN W CR e | I N I e S i e 101 242
ADVEIISINT APONICY . iuiiincisisiiossssasinsiss iassacnsssibsiissss sedssmsnssiisisasains 3 —

¥ 219 ¥ 317

12. Per Share Data
Net assets per share and net income per share as of and for the year ended March 31, 2006 and 2007
are as follows:

Yen

2006 2007
o T T S e e S R D U ¥ 321.41 ¥ 317.01
Net income per share — Primary ... 4542 12.08

Millions of Yen

2006 2007
(o1 e e e R R S ¥ 3,467 ¥ 865
Less: Components not pertaining to common

shareholders:

Bonuses to directors and corporate auditors..........c.cccoevcianen. (177) —
Net income pertaining to common Stock ... ¥ 3,290 ¥ 865
Average outstanding shares of common stocK.........ccouirurvennnne 72,442 thousand 71,603 thousand

shares shares
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