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Consolidated Balance Sheets
As of March 31, 2018 and 2019
Millions of yen
March 31,
2018 2019
ASSETS
Current Assets:
Cash in hand and in Banks .........c.cccceeviinieneenieenienieneeeeeeeeeeeeieens ¥ 8977 ¥ 10434
Notes and accounts receivable.........c.cccooeeviiniiniienieniienienneeeeen. 25,073 18,805
SECUTILIES ....veviteieiirieet ettt ettt st ene e 35 50
Real estate fOr SALe .........cccueevieciiecieeieecieeeeeeeece e BIH5) 3,477
Cost of CONStrUCtion iN PrOGIESS .....cccvevveeveerierniieniesieenieeseenaenaenns 674 611
Cost of uncompleted development Projects........cccceevveevveerveeveenen. 41 —
INVENTOTIES. .. .eeeeiiieiiiiecie ettt e eeaeas 99 81
Other CUITENE ASSEES......ecieiiieieeieeteeiteecteeereesteeseeseeereesraeeseeaseenneas 2,614 2,142
Less: allowance for doubtful accounts.............cceeeecveveeiecveriesennnnns (40) (G2))
Total CUITENt ASSELS....uieciierieieeiieiiereeeeecte et ere e eve e sae s 40,909 35,571
Non-current Assets:
Tangible Fixed Assets:
Buildings and StruCtUres.........ccceecvervieeniieneenieneeneeniesveseeeinenn 12,370 12,053
Machinery and eqUIPIENt ...........cooveevveerienienienienienieeieeeeeae 2,767 2,732
Tools, furniture and fiXtures ...........cccceeeeevierieeceesceeeie e, 2,832 2,807
GO COUTSE ...ttt 770 770
LaNd ..ottt eneas 6,380 6,657
COoNStIUCEION IN PrOZIESS ....ccuveeeieeieiieeieeieeiieenieeseeseeseeseesaeens 0 81
Other NON-CUITENTt ASSELS ......cceeveevierieeieeieeireenreenieeneeseeseenseens 43 46
Less: accumulated depreciation ...........ccccceeeveeeeeeeceesveenennen. (10,624) (11,034)
Total tangible fixed asSSetS........coovveveereinierienieniesieeiennne. 14,539 14,115
Intangible fixed aSSETS .....ccceviirmiiriiniiriieieceeteeeeeee e 274 249
Investments:
Investment SECUTItIeS .........cceeeiiiiciiieiieeeee e 6,793 6,344
Long-term loans ...........cooeeeierieniiniiiieeeececeee e 23 19
Net defined benefit aSSet .........ccceveeieriererieieiereeeeseeceene. 287 537
Deferred tax asSets........cccoevirererienieiinenienieeeieeesiest st 67 48
Other INVESTMENTS .......cc.eeiiiiiieiie e e 1,400 1,569
Less: allowance for doubtful accounts..........ccccceeeevveerueenennen. (33) (33)
Total INVESTMENTS ......cooverieriiiiiiiieieeieeeceeeee e 8,638 8,486
Total NON-CUITENT ASSELS .....c.eeeveereereerieireeieeereesreeeeeesaeenes 23,352 22,851
TOLAL ASSEEUS ..ceeveeeeeeeiieeeeeeereeeeeeeeeeeeeeteeeeesesseeeeessseeesessaneessns ¥ 64,261 ¥ 58,423
The accompanying notes are an integral part of these statements.
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Consolidated Balance Sheets

As of March 31, 2018 and 2019

Millions of yen

March 31,
2018 2019
LIABILITIES
Current Liabilities:
Notes and accounts payable ...........c.cccovieiieeiiiiecieceeeee e ¥ 18,670 ¥ 13,715
Income taxes PAYADIE .........cceecuieeuieiiieiieeeeeeeeee et eee e aeeneas 707 959
Advances received on construction in progress ...........ccoceeeveenenns 5,391 4,900
Advances received on uncompleted development business ........ 0 0
Accrued bonuses to empPlOYEes........cc.coecvieeeieeiiieeiieeeieeecie e 325 328
Accrued bonuses to directors and statutory auditors................... 47 49
AcCrued WarTaNtY ........cocveeeiieeiiie e eeieeeeee et e eeiteeereeeeareeeseeeenneeenns 87 88
Allowance for loss on reconstruction of company buildings....... — 229
Other current liabilities............ccccoeeiiiieiiiiieeecce e 1,650 1,335
Total current liabilities...........ccoceverierienienenieiereceeeee e 26,880 21,607
Non-current Liabilities:
Net defined benefit lHability.........ccccvveeeeiieiiiieeiieceeee e 78 71
Membership dePOSit........ccceeeecuiieeieeeiiieeeie e 2,208 2,060
Deferred tax Habilities ........cceceveevieiiieiiiieieeecie et 1,056 805
Other non-current Habilities..........cccceevierviieiiieiiiiniiniececceeceeeeeeen 215 218
Total non-current liabilities..........cccoevveeeeiieiieeieciecie e, 3,657 3,155
Total HADIlItIES ...c..eoveeveieieieiieiieeeece et 30,438 24,762
NET ASSETS
Shareholders’ Equity:
COMIMON SEOCK ......viiviiiieerieeiiecteeeeeeeeeeeeeeeeeereeveesaeeseeeseesssesssenseens 9,116 9,116
Authorized — 20,000,000 shares
Issued — 68,368,532 shares as of March 31, 2018 and
6,836,853 shares as of March 31, 2019
(02 0) 1721 BES10 1 01 10 1= 5,716 3,188
Retained earnings...........coccovieriinieniiiienieeeeieeeeeesie e 18,525 20,677
TIreASUIY SNATES........cceeitierieirieeiieeeeeee e eeeeaeereesreeeseeeseesreesssesssennnas (2,260) (1,725)
Total shareholders’ equity ..........cccceevereereeirerienieeeererieeee e 31,098 31,257
Accumulated Other Comprehensive Income:
Unrealized gain (loss) on other securities ...........c.ccocecevercneennene 2,004 1,687
Deferred gain (loss) on hedging derivatives........c..ccccceeveevueeuennnen. @Y —
Foreign currency translation adjustment.............ccccceceeveeneenennnen. 271 208
Remeasurements of defined benefit plans...........ccccoccecevencninnnee ® 31
Total accumulated other comprehensive income.................... 2,266 1,928
NoON-CONtrolliNg INEETESES.....ccveeieeiieiieieeceeciteceeeee ettt eve e sae s 458 475
TOtAL NEE ASSEES ...vvieveeeeeeeiecteecieecte et este e et e st e saeeaeseeesbeesseesseeseenseenssenseenses 33,823 33,660
Total liabilitieS and Nt ASSETS......vveiiieieeeeeeerieeeeeieeeeeeeereeeeeereeeeesireessannns ¥ 64,261 ¥ 58,423

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Income
For the years ended March 31, 2018 and 2019
Millions of yen
March 31,
2018 2019
Net Sales:
CoNnStruction CONETACES ......ccveeecuieeeieeeiie et e e e ¥ 79,117 ¥ 73,333
Real estate development and other.................cccoooviiieiiiiiiieenieenns 4,685 4,612
83,802 77,945
Cost of Sales:
CoNnStruction CONETACES ......ccveeecueeeeiieeiie e eee e eciee e e e 71,077 64,970
Real estate development and other.................cccooooiiieiiiiciieeciieens 3,131 3,072
74,208 68,042
GTOSS PLOFIL...eueiiieiiieiecie ettt ettt este ettt e steestaeereesaaeesseesseenseenseesaeesaenns 9,694 9,903
Selling, General and Administrative EXpenses...........ccceceevveevveenueenuennne 4,708 5,284
OPErating INCOIMNE .......cc.evuiruieiiiietieiete ettt ettt te st saeeaee e saeene 4,885 4,618
Non-operating Income (Expenses):
Interest and dividend INCOME .........c.coceeveerieniiiniieniienieeieeieeieeane 129 155
Reversal of allowance for doubtful accounts..........c..cccceevueeeennee 9 0
INterest EXPENSES. ...cuevuieuieiiriieeieierteetieterte et ete et et saesae s eneenaeeaes 3D (25)
Foreign eXchange LOSSES........cccvevverieeieriereeieienienieeeeseenseeeeesesaesnes GBD (109)
OLRET, NET ... .ot et e e e eaae e e aaeeeaaeeeanns 99 73
5,040 4,712
Special Items:
Gain on sales of NON-CUrrent assetsS..........ccecvevverereeceenieneereeneennens 4 2
Gain on sales of investment SeCUrities ...........ccoceevveerceeriereeneennen. 8 —
Loss on disposal of non-current assets...........ccoeeveeevereveerveesueenueenne (16) @Y
IMpPairment LOSS ......coveeierieiiiiieeeeee ettt — 217
Provision for allowance for loss on reconstruction of
compPany DUILAINGS.......ccceereereenienienienienee et ete s eieesie e — (229)
OtNET, TET....eiiieiieiieet ettt s se e s sbesaeeaeenne — @Y
Income before INCOME TAXES.......coovevierieriirieeieeieieeeeieene 5,036 4,265
Income Taxes:
CUITENE ...eeiveetieiieciteet et ete e teeteebeesaeesaeesbeesaaesaeesanesssesnseensannne 1,440 1,593
Deferred......cocooeiiiiiiiiii e 109 98)
0 i L TSRS 3,487 2,770
Profit attributable to non-controlling interests..........c..cceceevviervieriuennenne 24 19
Profit attributable to owners of parent..........c.cccecveeeeeiennenne ¥ 3,462 ¥ 271
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, 2018 and 2019

Millions of yen

March 31,
2018 2019
PrOTit. ..ottt ¥ 3487 ¥ 2770
Other Comprehensive Income:
Unrealized gain (loss) on other securities ...........ccccoceeveeieeennnne. 197 317
Deferred gain (loss) on hedging derivatives..........ccccccecervevennenne. (10) 1
Foreign currency translation adjustment.............ccccoeceevviinnienninnns (83) (63)
Remeasurements of defined benefit plans..............cccccoecveeennnnis 86 39
Total other comprehensive income ............coccoeeeeieenenieccnennenene. 189 (338)
Comprehensive INCOME ...........ccueeiiiriieriieeeciieeeece et eee e saeesae s 3,676 2,432
Comprehensive income attributable to:
OWNEYS Of PATENL ......ccuviiiiiiieiiieiee ettt e aee e enes 3,652 2,412
Non-controlling iNterestsS..........coouevveririenerenieieneneeeseeeeeeee e 24 19

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Changes in Equity
For the years ended March 31, 2018 and 2019

Millions of yen
Shareholders’ equity Accumulated other comprehensive income
Number of Unrealized Deferred  Foreign
shares of gain (loss) gain (loss) currency  Remeasuements

common Common Capital Retained Treasury onother onhedging translation ofdefed  Nonconroling Total net
stock  stock surplus earnings shares securities derivatives adjustment berefisplns  inerests  assets
(thousands)

Balance at March 31, 2017 ..... 68,568 9116 5,707 15685 (1,266) 1,806 8 305 4 425 31,745

Dividends of surplus....... — — — (622 — — — — — — (622
Profit attributable to

owners of parent.......... — — — 3462 — — — — — — 3462
Purchase of treasury

ShAres......ooovvvvvvvverrrrriennens — — — —  (1,009) — — — — — (1,009
Disposal of treasury

ShATES....vvvvrrrrririrris — — 9 — 15 — — — — — 24
Net changes of

items other than

shareholders’ equity...... — — — — — 197 10)  (83) 86 32 222
Total changes of items

during period................. — — 9 2840 (999 197 10)  (83) 86 32 2,017

Balance at March 31, 2018...... 68,568 9,116 5716 18525 (2,260) 2,004 1 27 8) 458 33823

Balance at March 31, 2018...... 68,568 9,116 5716 18525 (2260) 2,004 @ 21 ®) 458 33823

Dividends of surplus....... — — — (599 — — — — — — (99
Profit attributable to

owners of parent........... — — — 2751 — — — — — — 2751
Purchase of treasury

(11— — — — — (2,000 — — — — — (2,000
Disposal of treasury

Shares........coocuvevrevrevrrenrens — —  (2,527) — 253 — — — — — 8
Net changes of

items other than

shareholders’ equity...... — — — — — (317 1 (62) 39 16 (32D
Total changes of items

during period.................. — — (2p27) 2151 b3  (317) 1 (62) 39 16 (162)

Balance at March 31, 2019..... 6,83 9116 3,188 20,677 (1,725) 1,687 — 208 31 475 33,660

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

For the years ended March 31, 2018 and 2019

Cash flows from operating activities:

Income before iNCOME taXEeS .......cccovviuiriiieiiniiiiiiiecece e
Adjustments for:
DEPTECIALION ..ottt
TMNPAITTNENTE LOSS....cueeviiieiiiirierieteteetetete ettt ettt ettt eseeseeneesessessens
Interest and dividend income...
Interest expenses..........c.cceuee....
Foreign exchange (gains) losses...................
(Gain) loss on sales of investment securities.
(Gain) loss on sales of non-current assets... .
Loss on disposal of NON-CUITENE ASSELS ....cc.eevervierierieriieiieeeesteeteeeesteeeeeeenaeens
Increase (decrease) in net defined benefit asset and liability ..........cc.ccccecceeeenene
Increase (decrease) in accrued warranty .
Increase (decrease) in allowance for losses on construction contracts..............
Increase (decrease) in accrued bonuses to employees..........cccecveeeeeerenenenennens
Increase (decrease) in accrued bonuses to directors and statutory auditors .....
Increase (decrease) in allowance for doubtful aCCOUNLS ..........ccceeeverererienieniennens
Increase (decrease) in allowance for loss on reconstruction of company
DULLAINGS ...ttt ettt e sb et et e b e b ea
(Increase) decrease in notes and accounts receivable.............ccecvevereeeeenenieniens
(Increase) decrease in cost of construction in progress and cost of
uncompleted development PrOJECES ........cccueveerieriiereriieeieenieeteeeeseete e
(Increase) decrease in real estate for sale and inventories...
Increase (decrease) in other Current assets..........cocceevueruerieieinieeeenenenenenennens
Increase (decrease) in notes and accounts payable ...........ccccoceerieeninenenenennne
Increase (decrease) in advances received on construction in progress...
Increase (decrease) in other current and non-current liabilities ..........

Sub-total ......ccoeveevienieieiiinee
Interest and dividend income received.
Interest eXPEnSes PALA ..........cooeueiriiiniiiiiiiiice ettt
INCOME tAXES PAIA. .. cveevieeiiirierieieieieteee ettt sttt et ettt e st eseesessessessesensensennens

Net cash provided by (used in) operating activities............cocevververveeenene.

Cash flows from investing activities:

Payment into time depPoSit........cceeviiriiiiiniiiniiiecieseeieeeeee e
Proceeds from withdrawal of time deposit........
Payments for purchase of tangible fixed assets ....
Proceeds from sale of tangible fixed assets...........
Payments for purchase of intangible fixed assets.
Payments for purchase of investment securities...
Proceeds from sales of investment securities........
Proceeds from redemption of investment securities.. .
Payments fOr 10ANS .........c.couvuiiriiiniiiiiiiinicicc ettt
Proceeds from recovery of 10ans...........cccoeirerierienienienieieieeeeeesesiesie e
Purchase of shares of subsidiaries and associates...

Cash flows from financing activities:

Purchase of treasury Shares ..........c.oceecveiieieeienieieeeeseeteeee e enees
Disposal of treasury shares...

Effect of exchange rate changes on cash and cash equivalents..............ccccoccecveerennen.
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents of beginning of Year...........cccccceeveeirerierenierienieieeeeeeeeenens
Cash and cash equivalents of end Of Year............ccccceevveiieiiieiiinieiecieceee e

Millions of yen

2018 2019
¥ 5036 ¥ 4,265
693 696
— 217
(129) (155)
31 25
93 33
(€) =
(€)) @
16 1
(132) (215)
20 0
(83) =
(94) 3
1 1
() (€©)]
— 229
(8,351) 6,265
33 103
20 73
(1,185) 364
4,268 (4,953)
(1,180) (490)
(156) (425)
43 0
(1,159) 6,030
127 154
BD (25)
(2,042) (1,321)
(3,106) 4,837
(891) (841)
891 891
(712) (533)
5 2
(77) (17)
(463) 37
20 —
50 35
(103) —
25 3
= (19)
(35) (169)
(1,290) (686)
(1,009) (2,000)
24 8
(622) (600)
2 (@)
(©) (€)
(1,619) (2,599)
(117) (44
(6,134) 1,507
14,419 8,285
¥ 8285 ¥ 9,792

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. When
rounding to million yen units with respect to amounts for items presented in the Company’s consolidated
financial statements and other matters, the Company has up until now presented the amounts by rounding to the
nearest million-yen unit, but commencing the year ended March 31, 2019, the Company presents the amounts by
rounding down. Accordingly, the previous year’s amounts have been restated to reflect the “rounding down”
method of rounding in order to facilitate straightforward comparison.
(b) Scope of consolidation

The Company had 4 subsidiaries (majority-owned companies) as at March 31, 2019 (4 for 2018). The
consolidated financial statements in the fiscal year ended March 31, 2019 include the accounts of the Company
and 4 (4 for 2018) of its subsidiaries (the “Companies”), which are listed below:

eKawanakajima Tochi Kaihatsu Co., Ltd. ......c.ccccoevievierviiniieniinnens 91.7% owned

eSolomon Kitano Mendana Hotel Limited...... 100.0% owned

eSakura Hanoi Plaza Investment Co., Ltd. ..... 99.5% owned

0 ASahi AGENCY INC. ..oovviiiiiiiiiieieeieeieeeeteeee et 59.5% owned

The above consolidated subsidiaries, except for Solomon Kitano Mendana Hotel Limited and Sakura Hanoi
Plaza Investment Co., Ltd., which have 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.

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 non-controlling interests
is charged to non-controlling interests.
(b) 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.
(¢) 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.
(d) Depreciation

Depreciation is computed by the declining-balance method; provided however, buildings (excluding
leasehold improvements and auxiliary facilities attached to buildings), facilities attached to buildings and
structures acquired on or after April 1, 2016 and real estate for leasing are depreciated by the straight-line method
at rates based on the estimated useful lives of the assets, as prescribed by Japanese income tax laws. The range of
useful lives is principally from 2 to 50 years for buildings and structures and from 2 to 17 years for machinery and
equipment.
(e) 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.
(f) Accrued warranty

Accrued warranty is provided for against the future costs of warranty from completed construction.
(8) Accrued bonuses to employees

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

The Company recognizes 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 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.
(j) Allowance for losses on construction contracts

The Company prepares reasonable estimated amount for future losses from construction works outstanding
at fiscal year-end.
(k) Allowance for loss on reconstruction of company buildings

A reasonably estimated allowance is provided for future loss on reconstruction of the Company’s head
office.

KITANO CONSTRUCTION CORP.
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(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: (1) the fair value is available and (2) the
fair value is not available.

(1) 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.

(2) 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. Evaluation of effectiveness has been
omitted for forward exchange contracts because these are expected to completely offset cash-flow fluctuations
resulting from exchange rate fluctuations as the hedging instrument and the hedged item are in the same
currency.

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

Changes in accounting policies
(New Accounting Standards Not Yet Applied)
e“Accounting Standard for Revenue Recognition” (ASBJ Statement No. 29, March 30, 2018, Accounting
Standards Board of Japan)
e“Implementation Guidance on Accounting Standard for Revenue Recognition” (ASBJ Guidance No. 30,
March 30, 2018, Accounting Standards Board of Japan)
a. Overview
The International Accounting Standards Board (IASB) and Financial Accounting Standards Board (FASB)
jointly developed comprehensive accounting standards for revenue recognition and issued “Revenue from
Contracts with Customers” in May 2014 (IASB’s IFRS 15 and FASB’s Topic 606). Considering that IFRS 15 shall
apply to fiscal years beginning on or after January 1, 2018, and Topic 606 shall apply to fiscal years beginning after
December 15, 2017, the ASBJ developed a comprehensive accounting standard for revenue recognition and thus
issued the accounting standard together with the implementation guidance.

The ASBJ established the accounting standard for revenue recognition by determining the basic policies for
developing it based on the following. Firstly, ASBJ incorporated the basic principle of IFRS 15 as the starting
point from the perspective to ensure consistency with IFRS 15 and thereby facilitate comparability among
financial statements as one of benefits. Secondly, to an extent that it does not impair comparability, ASBJ shall
add alternative treatments for items warranting consideration of conventional practice in Japan.

b. Scheduled date of application
ASBJ statements and accompanying guidances, will be applied at the start of the fiscal year beginning on
April 1, 2021.

c. Effects of application of the accounting standards
The impact of the application of the Accounting Standard for Revenue Recognition and the other above on
the consolidated financial statements is currently under evaluation.

Changes in presentation
(Changes in line with the application of the “Partial Amendments to Accounting Standard for Tax Effect
Accounting”)

The Company has applied the “Partial Amendments to Accounting Standard for Tax Effect Accounting”
(ASBJ Statement No. 28, February 16, 2018; hereinafter referred to as the “Partial Amendments to Tax Effect
Accounting Standard”) effective from the beginning of the current fiscal year. Accordingly, deferred tax assets
were presented under “Investments” and deferred tax liabilities were presented under “Non-current Liabilities,”
and changes were made in the notes “Income Taxes.” Consequently, in the consolidated balance sheet for the
previous fiscal year, “Deferred tax assets” under “Current Assets” decreased by ¥441 million, “Deferred tax assets”
under “Non-current Assets” decreased by ¥212 million, and “Deferred tax liabilities” under “Non-current
Liabilities” decreased by ¥653 million.

Furthermore, in the notes “Income Taxes,” the contents described in the “Accounting Standard for Tax
Effect Accounting” explanatory notes (Note 8) (excluding total valuation allowance) and (Note 9) set out in
paragraphs (3) through (5) of the Partial Amendments to Tax Effect Accounting Standard have been added;
provided, however, content related to the previous fiscal year among said contents is not described in accordance
gvith the transitional treatment as presented in paragraph (7) of the Partial Amendments to Tax Effect Accounting

tandard.
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Notes to Consolidated Balance Sheets

Items relating to non-consolidated subsidiaries and associates
Investment SECUTILIES .........cccevueriririiiiiieee e
Inventories

Materials and SUPPLIES. .......cecueriiriirieieerieeieeieeieete st
MeErCRANAISE ....cveeuieiiiiiieieeeee ettt
The guarantee of housing construction flaw security

SECUTTEIES. ..ttt ettt st et ettt et e aentenaesseeseeneen
Investment SECUTIHIES ......cceoerueririiiiieieeeeee e

Notes to Consolidated Statements of Income

Write-down of inventories included in cost of

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

administrative expenses”
PaYTOlL ...t
Retirement benefit expenses
Allowance for accrued bonuses
Provision of allowance for doubtful accounts
DEPTECIALION ...ttt et eae e e s e aeesaeenaaenes

Millions of yen

March 31,
2018 2019
¥ 4 ¥ 23
91 78
7 2
35 50
157 108

Millions of yen

for the year ended March 31,

2018 2019
¥ 28 ¥ 16
1,605 1,604

91 74

145 163

9 )

361 366

KITANO CONSTRUCTION CORP.
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5. Notes to Consolidated Statements 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 2018 2019
Gains (losses) arising during the year 286 ¥ (457)
Reclassification adjustments................... — —

Total before tax effect...........ccoceeiiiiiniiiiicccce 286 (457)
TaAX FFECTE ..eoueiiiiiiicic e (88) (140)
Net unrealized gain (loss) on other securities, net of taxes.. 197 317)

Deferred gain (loss) on hedging derivatives, net of taxes

Gains (losses) arising during the year ...........cccoeveeeiicncnncnnenennes (15) ¥ 2
TaAX ITECT ..eoueiniiiiiiiiecc e 4 0)
Deferred gain (loss) on hedging derivatives, net of taxes ..... (10) 1

Foreign currency translation adjustment
Gains (losses) arising during the year ..........c.ccoceveeeevnieecienreennanns (83) ¥ (63)

Remeasurements of defined benefit plans, net of tax
Gains (losses) arising during the year .............ccccocevevenenencncncnne 13 ¥ 5)
Reclassification adjustments 109 62

Amount before income tax effect ............ccceoeveiinininnnne. 123 57
Income tax effeCt ......occuevieeiinieiiieieciectecece e 37 17
Remeasurements of defined benefit plans, net of tax............ 86 39
Total other comprehensive inCOMeE.............cceeueecrieiueecreeeennnens 189 ¥ (338)
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Notes to Consolidated Statements of Changes in Equity
(a) Type and number of outstanding shares
March 31, 2018
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 68,368,532 — — 68,368,632
Total 68,368,532 — — 68,368,532
Treasury shares
Common stock 6,120,420 2,360,859 65,472 8,415,807
Total 6,120,420 2,360,859 65,472 8,415,807

The summary of the main change reason
Increase by the acquisition of treasury shares

by a resolution of the Board of Dir€CtorS.......cccccevieeienieciiiiieieciesieceeseecie e 2,338,000 shares
Increase by the repurchase of shares less than one Unit...........cccoveeeeveiecieeieeeieecreeseeereennens 22,859 shares
Decrease by the sales of treasury shares (the Company’s shares)

by a consolidated SUDSIAIALY .........c.cccueriirierieiiieitieie ettt eere et reeaeseesaeesaeesaeeaeensaens 65,472 shares

March 31, 2019
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 68,368,532 — 61,531,679 6,836,853
Total 68,368,532 — 61,531,679 6,836,853
Treasury shares
Common stock 8,415,807 2,260,477 10,132,005 544,279
Total 8,415,807 2,260,477 10,132,005 544279

(Notes) 1.The decrease in shares of issued common stock is attributable to a consolidation of shares at a
ratio of one share for ten shares with an effective date of October 1, 2018.
2.With an effective date of October 1, 2018, the Company carried out a consolidation of shares at a
ratio of one share for ten shares of its common stock.

The summary of the main change reason
Increase by the acquisition of treasury shares

by a resolution of the Board of Dir€CtorsS............cceeeeirieieieieieienieriesieere e eeeeeeens 2,249,600 shares
(before consolidation: 1,944,000 shares, after consolidation: 305,600 shares)
Increase by the repurchase of shares less than one unit..........cceceevvenvieniieniecinniiennenns 10,877 shares

(before consolidation: 9,087 shares, after consolidation: 1,790 shares)
Decrease by the disposal of treasury shares
for the purpose of supporting Kitano Foundation ............c..ccccooiiiiiinnnininnninne. 800,000 shares
Decrease by the consolidation oOf SNATeS...........ccoceviiriiiniiniieniieeieeeet e 9,332,005 shares
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(b) Dividends
(1) Dividends paid to shareholders

Resolution Amount Amount
Date of approved Type of  (Thousands per share Shareholders’ Effective
approval by shares of yen) Paid from (Yen) cut-off date date
June 22, Annual Common 599,527 Retained 10.0 March 31, June 25,
2018 general stock earnings 2018 2018
meeting of
shareholders

(Note) With an effective date of October 1, 2018, the Company carried out a consolidation of shares at a
ratio of one share for ten shares of its common stock. “Amount per share” is the amount before
consolidation of shares.

(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 Shareholders’ Effective
approval by shares of yen) Paid from (Yen) cut-off date date
June 21, Annual Common 629,257 Retained 100.0 March 31, June 24,
2019 general stock earnings 2019 2019
meeting of
shareholders

Notes to Consolidated Statements of Cash Flows
Millions of yen

March 31,
2018 2019
Cash in hand and in banks...........ccccevieviieiieniienieniececsceceee e ¥ 8,977 ¥ 10,434
Time deposits with a deposit term of over 3 months........................ (691) (641)
Cash and cash eqUIVAIENES .............ccoevevierierieriictieeeeceeeeree e ¥ 8,285 ¥ 9,792

®
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Fair Value of Financial Instruments
The fair values and book values of financial instruments as of March 31, 2018 and March 31, 2019, other than
items of which fair value are not practically available, are as follows:

Millions of yen
March 31, 2018

Book value Fair value Difference
Cash in hand and in banks...........c.cccccceevenennen. ¥ 8,977 ¥ 8,977 ¥ —
Notes and accounts receivable ........... 25,073 25,073 —
Securities and investment securities 5,332 5,332 —
TOAL ..o ¥ 39,383 ¥ 39,383 ¥ —
Notes and accounts payable.........c..cccceeuennee. ¥ 18,670 ¥ 18,670 ¥ —
Total ¥ 18,670 ¥ 18,670 ¥ —
Derivative transactions ............cccceeeveeeveniveneenns ¥ 2) ¥ 2) ¥ —

Millions of yen
March 31, 2019

Book value Fair value Difference
Cash in hand and in banks............ ¥ 10,434 ¥ 10,434 ¥ —
Notes and accounts receivable 18,805 18,805 —
Securities and investment securities 4,839 4,839 —
Total .o ¥ 34,079 ¥ 34,079 ¥ —
Notes and accounts payable ¥ 13,715 ¥ 13,715 ¥ —
Total ¥ 13,715 ¥ 13,715 ¥ —
Derivative transactions ¥ — ¥ — ¥ —

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

Millions of yen
March 31, 2018 March 31, 2019

Book value Book value
Non-listed ShArES *......cc.oecviiiiiiiiieieeeeeeete ettt eae e ¥ 1,495 ¥ 1,555
Membership depPOSit * .......ccooiiiiririeieieeeee e 2,208 2,060

*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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(b) Redemption schedule for money claims and securities with maturities

Millions of yen
March 31, 2018
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 in hand and in banks ¥ 8,977 ¥ — ¥ — —
Notes and accounts
receivable........c.cccceeeeeueennen. 25,073 — — —
Securities and investment
securities
Government bonds....... 35 91 63 3
Corporate bonds........... — — 50 —
Millions of yen
March 31, 2019
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 in hand and in banks ¥ 10,434 ¥ — ¥ — ¥ —
Notes and accounts
receivable........cccoceevvenneennen. 18,805 — — —
Securities and investment
securities
Government bonds....... 50 74 34 —
Corporate bonds........... — 50 — —

®
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Investment Securities

The following tables summarize the acquisition cost and book value of available-for-sale securities with

market value as of March 31, 2018 and 2019:

Millions of yen

March 31, 2018

Book value Acquisition cost Difference
Securities with book value exceeding
acquisition cost:
Equity SeCUrities........cccoceveeveniiieiieniiinieneeceeee. ¥ 5,067 ¥ 2,259 ¥ 2,808
Government bonds 186 181 5
Corporate bonds..........ccceeveevieeviercieriieniieneeneenieens — — —
1010 70 7 | SRR ORRS ¥ 5,254 ¥ 2,441 ¥ 2,813
Securities with book value not exceeding
acquisition cost:
Equity securities.........cocooeveriininiiiniiieeee ¥ 21 ¥ 23 ¥ @))
Government bonds..........ccceeeeevieerieeiienieenieenieeneens 5 5 0)
Corporate bonds..........ccccevveverineeeeiieieiesieniennens 50 51 0)
Sub-total 78 80 (2)
TOLAL ...ttt ¥ 5,332 ¥ 2,621 ¥ 2,810
Millions of yen
March 31, 2019
Book value Acquisition cost Difference
Securities with book value exceeding
acquisition cost:
Equity SECUTItIeS ...c.eoveveeieeeieiieieeeeieeeeeeeeiee ¥ 4,604 ¥ 2,255 ¥ 2,349
Government bonds..........cc.coceeveverenienencninienens 159 154 4
Corporate boNdsS...........cceeeeeeueevreeiveeieenieeeesreenneens — — —
SUD-EOtAL ..o ¥ 4,763 ¥ 2,410 ¥ 2,353
Securities with book value not exceeding
acquisition cost:
Equity Securities.........cccceveevierieeciecieeiecieseeens ¥ 23 ¥ 28 ¥ “
Government bonds — — —
Corporate bonds....... 51 51 ©
Sub-total.............. 75 79 (@)
TOTAL ..ottt ne s enesaeneenenees ¥ 4,839 ¥ 2,490 ¥ 2,348
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10.

Reserve for Retirement Benefits to Employees

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

Defined benefit plans
(a) Movements in retirement benefit obligations (except (c) below)
Millions of yen

Balance at APIil 1, 2018........ccviiiiiiiicieiciecie et ceeeeeere e eereesseeeseesseesseessessseesseseeseensennes ¥ 2,418
SEIVICE COSE..uviviiiuiitieitieitieiteeteeteeteettesteesseeeseeseeseesseassasssesssassenssanseenseassesssesssanssenseasanns 156
INEETESE COST..uviniiiieitieiecte ettt ettt ettt et e et e e e e e e sttesaeesaaesseesaensaenseesaesneensaessean 12
Actuarial loss (gain) 7
Benefits PALd......cooiieiiiiiiiiiieeee ettt ettt ettt st saees (235)

Balance at March 31, 2019 ..ottt ¥ 2,358

(b) Movements in plan assets (except (c¢) below)
Millions of yen

Balance at APTil 1, 2018........ccviiiiiieiieieeie ettt ettt e eteesteeaeeaeesaesseessaesseeseensaenneanes ¥ 2,705
Expected return on plan assets 54
Actuarial 10SS (ZaIN) .....cceevvevverienienieeeeeieiennes 2
Contributions paid by the employer 369
Benefits paid.......c..coceeoeeiiiiiiiiiiiie (235)

Balance at March 31, 2019 .......c.cooviiioiiieieieieriest ettt ettt saeste e ere e essenseneessensanns ¥ 2,896

(c) Movements in net defined benefit liability based on the simplified method
Millions of yen

Balance at APTil 1, 2018........cciiiiirieiiiiieieiteeteeteet et eseesteesteestesaessaesseessaenseesseesasnsennes ¥ 78
Retirement Denefit COSTS......coouiiiiriiriiniiiiieeeeeeee ettt st 0
BeNESits PALd......ccciieiieiieieciiee ettt ettt et e st e et e aaesae e baeseeaeenaeenaaenaesnean ()

Balance at March 31, 2019 .......ccccooiiiiiiieiieiiieiecteee et eseesteesteesteetesaesseesaaesseesaeessesnaesnns ¥ 71

(d) Reconciliation between net defined benefit obligations and plan assets, and net defined benefit liability
and net defined benefit asset
Millions of yen

Funded retirement benefit obligations ¥ 2,381
Plan assets .......ccccooeveeeniiiiiiiiicee (2,911)
(530)

Unfunded retirement benefit ObLigatiONS .........cccccccoviiiiiiiiiiiiiniiniiieereeee e 63
Total net defined benefit liability (asset) at March 31, 2019 .........ccccoceveiiniiiiiiinenens (466)

Net defined benefit Hability .........cccvieiieeiiiiieeceeeece e 71
Net defined Denefit ASSEt ......ccevvuerriiriiiriiirierieeeeee et sae e (B37)
Total net defined benefit liability (asset) at March 31, 2019 ..........ccccevveienienennene ¥ (466)

@
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(e) Retirement benefit costs
Millions of yen

SEIVICE COST ettt ettt st h ettt et s e e besheeaeeae et et et e neennes ¥ 156
TIUEETESE COSE.vttiniinirieniitirteiiet ettt ettt ettt et sb ettt e st st s e eb et b st st ebe s esenbenesaensene 12
Expected return on plan aSSeTS..........coceeiiiiiiiiiniiniiienieneeteeeee e 54)
Net actuarial loss amortizations 69
Past service CoSt aMOTTIZATION ........cceevuiiiiiiiiiiieiieeiectecee ettt sttt besaeeaee )
Retirement benefit costs calculated by simplified method.............cccoceeviieiiiiniennennns 0
Total retirement benefit costs for the year ended March 31, 2019...........ccccceneienens ¥ 177

(f) Remeasurements of defined benefit plans, before tax
Millions of yen

¥ (M
64
¥ 57

Millions of yen
¥ )
(38)

¥ (45)

23%
15%
46%
16%
TOLAL ...t ee e e e et e e e eeate e e e eeasaaeeeeasaaeeeenneeeeenaaeeeeannaeeeean 100%

(i) Long-term expected rate of return
Current and target asset allocations as well as historical and expected returns on various categories of
plan assets have been considered in determining the long-term expected rate of return.

(j) Actuarial assumptions

DIASCOUNE TALE ..c.veenvieieeiieiecieeteee ettt ettt sae e st e e te et e et e enteesaesssesseensaenseenseensesnsennes 0.5%
Rate of expected return on plan aSSEtS...........ccecvveeiereeriieieerieeireeeeeeeceeseeereesseeeseeaeenns 2.0%

(k) Defined contribution plans
Amount of contributions to defined contribution plans by the Company and its subsidiaries was ¥52
million.
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11. Income Taxes
(a) The tax effects of temporary differences that give rise to significant portions of the deferred tax assets
and deferred tax liabilities are presented below:

Millions of yen

March 31,
2018 2019
Deferred tax assets:

Write-down Of fiXed aSSetS.......c.ccerveruirrieerieieieieienienieee e eneeseenees ¥ 749 ¥ 808
Allowance for doubtful accounts........... 27 25
Write-down of marketable securities..... 162 162
Intercompany Profits .........ccccceeeieeiieeiiieeeee e e sree e 215 202
Loss on valuation of real estate for sale...........ccoccoevieneininnenncnnen. 328 321
Deferred gains (loss) on hedging derivatives 0 —
Operating tax loss carry forwards (NOte) ......ccooceeveeverriencieniennenns 73 75
Net defined benefit Hability...........ccooeeveriiiniieniiiniieeceeieeieeee 14 13
Other ......oooveieieieeeeeeeeeeeeeeee e 607 671

Total gross deferred tax assets 2,179 2,280

Valuation allowance related to operating
tax loss carry forwards (NOte)........ccoeeeeeeirieiieiienenieseeeeeeeecne — (36)
Valuation allowance related to total

deductible temporary differences, etc..........cceceevveevveevrenveeeenneenne. — (1,391)
Total valuation alloWancCe...........cccccecueeierieniinienenieeienieeeene (1,437) (1,427)
741 853
Deferred tax liabilities:

Reserve for special depreciation..............cccceceecveveecienienenceceneneencans (7)) CY)
Reserve for advanced depreciation............ccceeeveevverieneenieecieeiennenns (87) (87)
Unrealized gain (loss) on other securities.........c.cccecevveereenieenueennen. (836) (696)
Difference from fair value of subsidiaries (647) (615)
Net defined benefit asset.........ccceevveeviiecieeieennenen. (87) (163)
Total gross deferred tax liabilities.........cccceevvercierienieseirieeienne (1,730) (1,610)

Net deferred tax assets (liabiliti€s).........ccccevvevrerericeeeeiennenee. ¥ (988) ¥ (757)

(Note) Amount of operating tax loss carry forwards and its deferred tax assets by carryforward period

Millions of yen
March 31, 2019

LDz %gsfeszar or ?hliigf% 131(}37;?5],{ Due after 5 years Total
Operating tax loss
carry forwards (1) ............ ¥ — ¥ 74 ¥ 0 ¥ 75
Valuation allowance............. — (36) — (36)
Deferred tax assets.............. — 38 0 52 39

*1 The amount of operating tax loss carry forwards is multiplied by statutory tax rate.

*2 The recoverability of deferred tax assets related to operating tax loss carry forwards is calculated to the
extent that is expected to be recoverable by using the estimated amount of future taxable profit based on
the current business prospect of each company.

(b) The reconciliation between the statutory tax rate and the effective tax rate as at March 31, 2018 and 2019
is presented below:

As of March 31,

2018 2019
N1 1 RD L 0) L b 2 ¥ < O OO OO —% 30.4%
Permanent differences on expenses not deductible ...................... — 3.6
Permanent differences on income not taxable................c.cccceeenee — 0.2)
Accrued bonuses to directors and statutory
auditors NOt deductible ...........cveveieierienienerieeeeeeeeee e — 0.3
Inhabitant taxes per capita — 0.5
Valuation alloWanCe ............cocueeierieiieniieniicieeieeie et e e saeesaeenne — 0.1)
OtRET ...ttt sttt eae e e s e e e se s e saeeaeenene — 0.5
Effective tax Tate........ccoveieveeierieiecierieceeereete e ene e —% 35.0%

(Note) In the previous fiscal year, since the difference between statutory effective tax rate and actual
effective tax rate after applying tax effect accounting is less than 5% of statutory effective tax rate,
note is omitted.
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12. Segment Information

(a) The Company and its subsidiaries operate principally in the following 4 industrial segments:

Construction............ Construction, engineering works, development and solar power generation.
Golf courses............. Management of golf courses
Hotels.....cccccevvevvennenne Management of hotels

Advertising agent .... Management of advertising agent

(b) The segment information of the Company and its subsidiaries for the years ended March 31, 2018 and

2019 is presented below:
Millions of Yen
2018
Golf Advertising
Construction  courses Hotels agent Total Reconciliations Consolidated
I . Net sales and operating income
Net sales
Customers ¥ 79796 ¥ 241 ¥ 2224 ¥ 1539 ¥ 83802 ¥ — ¥ 83,802
Intersegment or 64 5 2 108 179 (179) —
transfer
Total 79,861 246 2,226 1,647 83,982 (179) 83,802
Operating income ¥ 4677 ¥ ) ¥ 135 ¥ 45 ¥ 4858 ¥ 27 ¥ 4,885
II. Other
Depreciation 279 41 388 11 721 @27 693
Millions of Yen
2019
Golf Advertising
Construction  courses Hotels agent Total Reconciliations Consolidated
I . Net sales and operating income
Net sales
Customers ¥ 74013 ¥ 232 ¥ 2209 ¥ 1490 ¥ 77945 ¥ — ¥ 77,945
1I:ntersegment or 0 5 4 65 75 (75) L
ransfer
Total 74,014 237 2,213 1,555 78,021 (75) 77,945
Operating income ¥ 4427 ¥ 0 ¥ 133 ¥ 29 ¥ 4590 ¥ 27 ¥ 4618
II. Other
Depreciation 299 36 372 16 724 @27 696
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13. Per Share Data
Net assets per share and earnings per share for the years ended March 31, 2018 and 2019 are as follows:

Yen
2018 2019
Net assets Per Share ...........ccccoevieiiiiiiiiiiciceeee e ¥ 5,565.19 ¥ 5,273.78
Earnings per share — primary 569.71 474.30

(Note) Since the Company carried out a consolidation of shares at a ratio of one share for ten shares of its
common stock with an effective date of October 1, 2018, earnings per share — primary and net assets per
share have been calculated as if the consolidation of shares had been carried out at the beginning of the
previous fiscal year.

1. Basis of net income per share of common stock for the years ended March 31, 2018 and 2019 is as

follows:
Millions of yen
2018 2019
Profit attributable to owners of parent...........c.cecceceeoeeieiienienenenennen. ¥ 3,462 ¥ 2,751
Profit pertaining to common StOCK ..........ccceevveevieriiniineinienieeieeienneen ¥ 3,462 ¥ 2,751
Average outstanding shares of common StocK..........cccccceveninencnnen. 6,077 thousand 5,800 thousand
shares shares

2. Basis of net assets per share of common stock as of March 31, 2018 and 2019 is as follows:
Millions of Yen

2018 2019
NEEL ASSEES... ettt ¥ 33,823 ¥ 33,660
Amounts deducted from net assets 458 475
Non-controlling INterests...........coceevviviiieiiiinenieeeeceeeeese e 458 475
Net assets applicable to common StOCK .........ccceeveeierienienieesieeeenen. 33,364 33,185
Number of shares of common stock at end of year.............cc.c........ 5,995 thousand 6,292 thousand
shares shares

1)
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