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Consolidated Balance Sheets
As of March 31, 2021 and 2022
Millions of yen
March 31,
2021 2022
ASSETS
Current Assets:
Cash in hand and in Banks .........c.cccceeviinieneenieenienieneeeeeeeeeeeeieens ¥ 12,998 ¥ 14,906
Notes and accounts receivable.........c.cccooeeviiniiniienieniienienneeeeen. 18,975 15,443
SECUTTEIES ..ottt et ettt et e tesae e e e besaeeneenees 16 6
Real estate fOr SALe ........cccueeviiiiieieeieccieeeeeeeeete et 3,242 3,232
Cost of CONStrUCtion iN PrOGIESS .....cccvevveeveerierniieniesieenieeseenaenaenns 1,307 385
Cost of uncompleted development Projects........ccceeeveeveesveeveennen. 78 —
INVENTOTIES. .. .eeeeiiieiiiiecie ettt e eeaeas 53 55
Other CUITENE ASSEES......ecieiiieieeieeteeiteecteeereesteeseeseeereesraeeseeaseenneas 2,192 1,679
Less: allowance for doubtful accounts.............cceeeecveveeiecveriesennnnns (29) (14)
Total CUITENt ASSELS....uieciierieieeiieiiereeeeecte et ere e eve e sae s 38,834 35,695
Non-current Assets:
Tangible Fixed Assets:
Buildings and StruCtUres.........ccceecvervieeniieneenieneeneeniesveseeeinenn 16,196 15,965
Machinery and eqUIPIENt ...........cooveevveerienienienienienieeieeeeeae 2,649 2,915
Tools, furniture and fiXtures ...........cccceeeeevierieeceesceeeie e, 2,980 3,048
GOIE COUISE ....ovvenreiieiieieeteeteteste et et e saeeseessenseeseeneensesseeseensensennens 770 770
LaNd ..ottt eneas 10,073 10,073
COoNStIUCEION IN PrOZIESS ....ccuveeeveeuiieieeieeieeiieesieesieenieessesaeesaeens 0 —
Other NON-CUITENTt ASSELS ......cceeveevierieeieeieeireenreenieeneeseeseenseens 97 97
Less: accumulated depreciation ...........ccccceeeveeeeeeeceesveenennen. (11,770) (12,151)
Total tangible fixed asSSetS........coovveveereinierienieniesieeiennne. 20,998 20,720
Intangible fixed aSSETS .....ccceviirmiiriiniiriieieceeteeeeeee e 201 188
Investments:
Investment SECUTItIeS .........cceeeiiiiciiieiieeeee e 6,729 6,140
Long-term loans ...........cooeeeierieniiniiiieeeececeee e 75 64
Net defined benefit aSSet .........ccceveeieriererieieiereeeeseeceene. 923 913
Deferred tax aSSetS.......cceveririerierieeieiereseeteie e eeeee e eeeeneenees 30 17
Other INVESTMENTS .......cc.eeiiiiiieiie e e 1,888 1,792
Less: allowance for doubtful accounts..........ccccceeeevveerueenennen. (33) (EG29)
Total INVESTMENTS ......cooverieriiiiiiiieieeieeeceeeee e 9,613 8,896
Total NON-CUITENT ASSELS .....c.eeeveereereerieireeieeereesreeeeeesaeenes 30,814 29,805
TOLAL ASSEEUS ..ceeveeeeeeeiieeeeeeereeeeeeeeeeeeeeteeeeesesseeeeessseeesessaneessns ¥ 69,649 ¥ 65,500
The accompanying notes are an integral part of these statements.
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Consolidated Balance Sheets
As of March 31, 2021 and 2022
Millions of yen
March 31,
2021 2022
LIABILITIES
Current Liabilities:
Notes and accounts payable ...........c.cccovieiieeiiiiecieceeeee e ¥ 11,094 ¥ 9891
Electronically recorded obligations - operating...............cccce.e...... 6,773 4,110
Short-term DOITOWINGS .....eoveruiiriirieiiiiiieeiieesieeniteseeneeeseesaesaesneens 4,000 4,000
Income taxes PAYADIE .........cceecueevuiecieeiiieceeeeecie e et eae e eaeenees 1,046 238
Advances received on construction in progress ...........ccoceeeeeerueenns 4,741 4,024
Advances received on uncompleted development business ........ 10 6
Accrued bonuses to empPlOYEes.........c.coecvieeeiieeiieeeiiieeeieeeiee e 324 323
Accrued bonuses to directors and statutory auditors................... 50 Sl
AcCrued WaITANEY .......ooouvieeiieieieeeeiie e eeieeeeieeeeteeeereeeeaaeeeaeeeesaeenans 29 46
Other current Habilities............ccoevieeeieeiiieiieecceeceese e 1,974 2,028
Total current Habilities..........cccvevveerierienieniesieciesie e 30,045 24,721
Non-current Liabilities:
Net defined benefit liability..........ccooeeeiiiiiiiieiiceee e, 60 65
Membership dePOSit........cccveivveeriieiieiirieieeceeece et eeeeaeeeeeneeanes 1,836 1,756
Deferred tax Habiliti€s .......ccccevvieriieriieiiiiiiicieciecieeseece e 1,000 1,167
Other non-current Habilities............cccevererierierienieieere e 303 288
Total non-current liabilities..........cccceveevierienienienieniecieeieee, 3,200 3,278
Total HADIIITIES ...cvvevereeeeieieieeiieieese et 33,246 27,999
NET ASSETS
Shareholders’ Equity:
CoMMON SEOCK ..ottt 9,116 9,116
Authorized — 20,000,000 shares
Issued — 6,836,853 shares as of March 31, 2021 and
6,836,853 shares as of March 31, 2022
Capital SUIPIUS ...c.eevviriiiieieieieesteetee ettt 3,188 3,188
Retained €arningS .........cceveereerienienieeieeieeieeie et 23,384 24,443
Treasury Shares..........ccoceeviiiiiriinieneeieeeeee et (1,938) (1,951)
Total shareholders’ equUity .........ccccvevveeverecieecieereeceeceecie e, 33,751 34,796
Accumulated Other Comprehensive Income:
Unrealized gain (loss) on available-for-sale securities.................. 1,985 1,820
Deferred gain (loss) on hedging derivatives...........ccccecceverereennene. 16 39
Foreign currency translation adjustment.............cccccecvevvierneeneennen. 26 238
Remeasurements of defined benefit plans...........ccccecevveencnncnnen. 124 88
Total accumulated other comprehensive income.................... 2, 1533} 2,186
Non-controlling INTETESES.......c.cceeeeeverieeieiereeeeiee et seeeneens 498 517
TOtAl NEE ASSELS ....veeeeeiiiieeeee ettt ae e et e e eeeneeeeaaeean 36,403 37,501
Total liabilities and NEet ASSELS.......cveveerierieriieeieeieeie e ere e esreesaeeereeees ¥ 69,649 ¥ 65,500
The accompanying notes are an integral part of these statements.
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Consolidated Statements of Income
For the years ended March 31, 2021 and 2022
Millions of yen
March 31,
2021 2022
Net Sales:
CoNnStruction CONETACES ......ccveeecuieeeieeeiie et e e e ¥ 72,661 ¥ 57,696
Real estate development and other.................cccoooviiieiiiiiiieenieenns 2,604 2,407
75,265 60,103
Cost of Sales:
CoNnStruction CONETACES ......ccveeecueeeeiieeiie e eee e eciee e e e 65,871 51,588
Real estate development and other.................cccooooiiieiiiiciieeciieens 2,131 1,846
68,002 53,434
GTOSS PLOFIL...eueiiieiiieiecie ettt ettt este ettt e steestaeereesaaeesseesseenseenseesaeesaenns 7,262 6,669
Selling, General and Administrative EXpenses...........ccceceevveevveenueenuennne 4,492 4,274
OPErating INCOIMNE .......cc.evuiruieiiiietieiete ettt ettt te st saeeaee e saeene 2,770 2,394
Non-operating Income (Expenses):
Interest and dividend INCOME .........c.coceeveerieniiiniieniienieeieeieeieeane 159 150
Foreign exchange gains.........c..ccocceeveiniinieniiinienienieciceieeeeieee — 312
Reversal of allowance for doubtful accounts............ccccceeevennene. 0 0
Surrender value of insurance poliCies ...........cccoceevveeeeriecienneennen. 49 —
INtETESt EXPEIISES. . cevuteeiieriiieiiiiieieeieere sttt estesaestesaesbesaeeaeenne (562) (56)
Foreign exchange 10SSES.........ccvevvieiiiiiienienieeieeieeteeie e eaeesaeenne (35) —
Provision of allowance for doubtful accounts...............ccccceuvennes — ()]
CommItMENt FEE .......eoveeeieiiriieieieeee e neeas an amn
(017013 80 1 1< O EU USRSt 78 81
2,952 2,864
Special Items:
Gain on sales of Nnon-current assets..........ccecvevvereeveereerieneereeniennns 1 —
Gain on sales of investment SECUrities ...........ccoceeveereenierieneennen. 9 123
Loss on sales of investment SECUIIties.........ccocveruervieriieriieesieenieenns — )
Loss on disposal of non-current assets..........c..cceceeveeenierneenennnenns (€)) 4
Loss on valuation of investment securities.............cccceeeeeeeennenne. — (191)
IMPAITMENt LOSS .....eevuieeiieniieeiicieeieeeeeeeeeeree ettt — (22)
Income before inCOMe taXes.........ccceeereenierieneniienienenieieienne 2,953 2,770
Income Taxes:
CUTTEINE ...c.eveeeveeieeteeeteeeteeeteeeteeeteeeteeaeeeseesseeseeseeseessesaensaesssesssennens 1,309 827
DEfEITEA......couieiiiiiiieeecteee ettt s eae e (171) 183
PrOfit...coeeoeeee et 1,815 1,760
Profit attributable to non-controlling interests............c.cccceeceecvenereenne. 11 20
Profit attributable to owners of parent................cccoeeeuveennenn. ¥ 1,804 ¥ 1,739
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, 2021 and 2022

Millions of yen

March 31,
2021 2022

PrOTit. ..ottt ¥ 1,815 ¥ 1,760
Other Comprehensive Income:

Unrealized gain (loss) on available-for-sale securities................ 852 (165)

Deferred gain (loss) on hedging derivatives..........ccccccecevvevennenne. 42 23

Foreign currency translation adjustment.............ccccoeceeviieniiennunnns (140) 213

Remeasurements of defined benefit plans...........cccceeeveeviienieenienns 215 (36)

Total other comprehensive income ............ccccccceverieneninincencnne. 970 34
Comprehensive INCOME ..........cccueeviieriieeiieciecieeeeeee e eeeeeeesaeeae s 2,786 1,794
Comprehensive income attributable to:

OWNETS Of PATENL ......ccuviiiiiiieiiicieeciee ettt e eaeeeeaae e e 2,775 1,773

Non-controlling iNterestS..........cooveverierienenenieieneeeeeseeeeeeee e 10 20

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, 2021 and 2022

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

common Common Capital Retained Treasury availablefor onhedging translation ofdefed  Nonconroling Total net
stock  stock surplus earnings shares siesecuities derivatives adjustment berefisplns  inerests  asSets
(thousands)

Balance at March 31, 2020..... 6856 9116 3188 22201 (1918) 1,132 (25) 166 91) 490 34,260

Dividends of surplus....... — — —  (621) — — — — — —  (621)
Profit attributable to

owners of parent.......... — — — 1,804 — — — — — — 1804
Purchase of treasury

ShATES......cevvvirirns — — — — (20) — — — — — (20
Net changes of

items other than

shareholders’ equity...... — — — — — 852 42 (139 215 8 979
Total changes of items

during period............... — — — 1183 (20) 852 2 (139 215 8 2142

Balance at March 31, 2021...... 6836 9116 3188 23384 (1,938) 1985 16 26 124 498 36,403

Balance at March 31, 2021..... 6,836 9,116 3,188 23384 (1,938) 1,985 16 26 124 498 36,403
Cumulative effects of

changes in accounting
10116 TGS — — — 2 — — — — — — 2
Restated balance..................... 6,836 9116 3188 23386 (1,938) 1,985 16 26 124 498 36,405

Dividends of surplus....... — — — (682 — — — — — — (682
Profit attributable to

owners of parent........... — — — 1,739 — — — — — — 1,739
Purchase of treasury

SNALES....vvvvveerrrrirerisrenenes — — — — 13) — — — — — 13)
Disposal of treasury

SNATES....ovvvrrrireririenes — — (0) — 0 — — — — — 0
Net changes of

items other than

shareholders’ equity...... — — — — —  (164) 23 212 (36) 18 52
Total changes of items

during period................. — — 0) 1,057 (13) (164 23 212 (36) 18 1,09

Balance at March 31, 2022..... 6836 9116 3188 24443 (1,951) 1,820 39 238 88 517 37501

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, 2021 and 2022

Cash flows from operating activities:

Income before INCOME tAKES ......ocveeeieirieiriirieeieee et
Adjustments for:
DEPTECIATION ...ttt sttt ettt sbe bt e
Impairment 10ss..........cccccueueeee. .
Interest and dividend INCOME............ccoeeeieiririniniriereeeeeeeeeceeee e
INEETESE EXPEISES ...ttt ettt ettt st et et et et et e st e st eseeneesessessens
Foreign exchange (gains) losses
(Gain) loss on valuation of investment SECUIItiesS..........ccevveeerierieieeeeeninnne.
(Gain) loss on sales of investment SECUTIties........ccovevververierierierieieieeeeeeeaennen
(Gain) loss on sales of non-current assets...
Loss on disposal of non-current assets.....
Increase (decrease) in net defined benefit asset and liability .
Increase (decrease) in accrued warranty ..............cceceeeeeueenenne.
Increase (decrease) in accrued bonuses to €MPIOYEES ..........coveveirveueriereriererenuenns
Increase (decrease) in accrued bonuses to directors and statutory auditors .....
Increase (decrease) in allowance for doubtful accounts............ccccecceeeeeenuenennene
Increase (decrease) in allowance for loss on reconstruction of
COMPANY DUILAINGS ....c.vevenieieieieieieee ettt
(Increase) decrease in notes and accounts receivable..........c..coccoeveeirinencncnenns
(Increase) decrease in cost of construction in progress and cost of
uncompleted development PrOJECES ........ccvvevierieevierierieeiece et
(Increase) decrease in real estate for sale and inventories...
Increase (decrease) in other current assets...........cccceceeuee.
Increase (decrease) in notes and accounts payable ............cccoceceviriinenenenenennens
Increase (decrease) in advances received on construction in progress...............
Increase (decrease) in other current and non-current liabilities

SUDEOLAL ...ttt ettt ettt et ebe b saesbesbeaenaan
Interest and dividend income received. .
Interest eXPENnSESs PAIA ......c.eeuevuerierierieieieieieeee ettt sttt ettt et ese e seesessessensennens
INCOME tAXES PALA. .. ecveevereiriiriirieriertetetetetee ettt ettt ste et e sttt e st et eseesesseesessensensensens

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

Cash flows from investing activities:

Payment into time deposSit........coeevveriiniiiiiiiiiieiesceeeseseeee et
Proceeds from withdrawal of time deposit.........ccccooeeveriineeiiiniiirieieciereeeeees
Payments for purchase of tangible fixed assets
Proceeds from sale of tangible fixed assets.........cccceeuevueiiirinininineneeceieeene
Payments for purchase of intangible fixed assets.........cccccceoeinenenencneneneneenne
Payments for purchase of investment securities..
Proceeds from sales of investment securities.......
Proceeds from redemption of investment securities..

Cash flows from financing activities:

Increase (decrease) in short-term loans, Net ...........cccoeoiveenieennieiniiinecnieceenne
Purchase of treasury Shares ...........c.oceeeiririnienenieieeeeeeeeeeese et
Disposal of treasury shares ...

Effect of exchange rate changes on cash and cash equivalents.............ccccoecveveevuennnnn.
Net increase (decrease) in cash and cash equivalents .............ccccceevevvevvecrevereeenenns

Cash and cash equivalents of beginning of year

Cash and cash equivalents of €end Of Year............ccccevueieerererrerieriesieeeeeeeeeeeiens

Millions of yen

2021 2022

¥ 2,953 ¥ 2,770
702 839
— 2
(159) (150)
52 56
107 (214)
— 191
() (123)

(€8] =

9 4
(79) (40)
(11 17
39 ()

— 1
(€)) an
(35) =
(4,223) 3,537
(289) 1,000
23 10

72 607
4,892 (3,871)
(231) (716)
701 (70)
(284) (14)
4,225 3,837
183 150
(53) (56)
(350) (1,606)
4,003 2,324
(1,011) 971)
1,041 561
(3,714) (308)
2 —
(15) (22)
() (108)

14 402

24 16
(20) ()
10 12

52 73
(3,617) (345)
4,000 —
(20) (13)
— 0
(620) (683)
2 (@)
(6) (16)
3,350 (715)
(133) 235
3,602 1,498
8,834 12,436
¥ 12436 ¥ 1393

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

Financial Statements

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

The accompanying consolidated financial statements have been prepared based on the accounts maintained
by Kitano Construction Corp. (the “Company”) and its subsidiaries prepared in accordance with accounting
principles generally accepted in Japan, which are different in certain respects as to the application and disclosure
requirements of International Financial Reporting Standards, and are compiled from the consolidated financial
statements prepared by the Company as required by the Financial Instruments and Exchange Act of Japan.
(b) Scope of consolidation

The Company had 4 subsidiaries (majority-owned companies) as at March 31, 2022 (4 for 2021). The
consolidated financial statements in the fiscal year ended March 31, 2022 include the accounts of the Company
and 4 (4 for 2021) of its subsidiaries (the “Companies”), which are listed below:

eKawanakajima Tochi Kaihatsu Co., Ltd. ........ccccooveiiinienineniens 91.7% owned
eSolomon Kitano Mendana Hotel Limited..........c..cccccoeiineninncen. 100.0% owned
eSakura Hanoi Plaza Investment Co., Ltd. .......cccccceevieiiiinviiniiennnnns 99.5% owned
0 ASahi AGENCY INC. ..cevoiiiiiieiiciicieeeeeteee 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

Details of major performance obligations in main businesses in relation to revenue from contracts with
customers of the Company and its consolidated subsidiaries, and normal timing when these performance
obligations are satisfied (normal timing when revenue is recognized) are as follows.

(1) Construction

In the construction business, the Company mainly assumes obligations to execute construction work
related to building and civil engineering based on construction contracts with clients.

Construction contracts are performance obligations that are satisfied over a certain period of time,
because the Company’s performance of an obligation creates an asset or enhances value of an asset, and the
customer obtains control of the asset as the asset is created or value of the asset is enhanced. Revenue is
recognized over a certain period of time based on progress of construction.

Progress towards satisfaction of performance obligations is measured based on the proportion of
construction cost that is incurred by the last day of each reporting period to the estimated total of
construction cost. In addition, when progress towards satisfaction of performance obligations cannot be
reasonably estimated, but incurred costs are expected to be recovered, revenue is recognized using the cost
recovery method.

Consideration for transactions of construction work is received in stages during the contract period,
separately from satisfaction of performance obligations, and the remaining amount is basically received
within one year after all the performance obligations are satisfied. Contract assets are recognized as rights to
consideration that is recorded through the recognition of revenue according to the progress. Contract assets
are reclassified to notes and accounts receivable when the right to consideration becomes unconditional.
Advance consideration received from customers prior to fulfillment of a contract is recognized as contract
liabilities (advances received on construction in progress), and reversed as revenue is recognized in relation
to the contract for the advance consideration.

For construction contracts for which the period from the day when the transaction under the contract
begins to the time when performance obligations are expected to be completely satisfied is very short, the
Company does not recognize revenue over a certain period of time, but recognizes revenue when
performance obligations are completely satisfied, applying the alternative treatment.

(2) Hotels

In the hotels business, the Company assumes obligations to provide accommodation services of hotels in
accordance with the accommodation terms and conditions. These performance obligations are satisfied at a
point in time when the provision of services is completed, and revenue is recognized at the time of
completion. The payment of accommodation fees is received at the time when hotel guests check out.

KITANO CONSTRUCTION CORP.
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(3) Golf courses

In the golf courses business, the Company assumes obligations to provide services for use of golf course
facilities to members and other customers in accordance with the service use terms and conditions, etc.
These performance obligations are satisfied at the time when the facilities are used. In addition,
consideration for major transactions is fees for using the golf courses such as play fees, and is received at the
end of using the facilities.

(4) Advertising agent

In the advertising agent business, the Company mainly provides services such as placement of
advertising to various media, advertising production, and production of diverse contents. As for the
placement of advertising, the Company considers that control of the service is transferred to customers and
performance obligations are satisfied principally at the time when advertising is placed to media. As for the
provision of services such as advertising production and production of diverse contents, the Company
considers that control of goods or services is transferred to customers and performance obligations are
satisfied mainly by the acceptance inspection of the product by customers or the provision of services.
Consideration for various service revenues is basically received within one month from the satisfaction of
performance obligations.

With regard to revenue related to the construction business and the advertising agent business, for
transactions in which the role of the Company in the provision of goods or services to customers falls under
the category of agent, revenue is recognized at the net amount calculated by deducting the amount paid to
business partners for the goods or services from the amount received from customers.

(¢) 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) 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.

(1) 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.

KITANO CONSTRUCTION CORP.




(m) Securities valuation

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

Available-for-sale securities are classified into two categories: (1) securities other than shares, etc. whose
quoted market price is not available and (2) shares, etc. whose quoted market price is not available

(1) Securities other than shares, etc. whose quoted market price is not available are valued at fair value. 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) Shares, etc. whose quoted market price 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. 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.

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

Significant accounting estimates
1. Revenue based on performance obligations that are satisfied over a certain period of time.
a. Amount recorded in the consolidated financial statements for the fiscal year ended March 31, 2022

Millions of yen
for the year ended March 31, 2022
CONSIUCHION CONEIACES ....vevviviiiiiieiieiieiieierie ettt ettt ettt esaessesaeeaees ¥ 56,409

The Company has applied the Accounting Standard for Revenue Recognition and relevant ASBJ regulations
from the beginning of the fiscal year ended March 31, 2022. In accordance with the transitional treatment
provided for in the proviso to paragraph 84 of the Accounting Standard for Revenue Recognition, the cumulative
effect assuming the new accounting policy is retroactively adopted prior to the beginning of the fiscal year ended
March 31, 2022 has been added to or deducted from retained earnings at the beginning of the fiscal year ended
March 31, 2022, and the new accounting policy has been applied from the relevant opening balance at the
beginning of the period. Construction contracts for the fiscal year ended March 31, 2021 by the percentage-of-
completion method was ¥71,257 million.

b. Information on details of significant accounting estimates for identified items

For construction contracts in the construction business, the progress towards satisfaction of performance
obligations over a certain period of time is estimated with such contracts, and revenue is recognized based on this
progress.

The progress of construction is calculated based on what percentage of total construction work costs have
been expended in the work performed up to the fiscal year closing date. The total construction work costs are the
estimated amount based on the information available as of the fiscal year closing date. However, given the
variability arising from the various factors of uncertainty, such as future additions or alterations to contracts,
changes in prices of materials, wages, etc., and weather, the actual final total cost of construction work may be
different from the estimate.
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2. Impairment loss on non-current assets
a. Amount recorded in the consolidated financial statements for the fiscal year ended March 31, 2022
Millions of yen
for the year ended March 31,
2021 2022
Tangible fixed assets..... ¥ 20,998 ¥ 20,720
Intangible fixed assets 201 188

b. Information on details of significant accounting estimates for identified items

In principle, the Company and its subsidiaries group assets for business use based on business divisions
whose profit and loss are identified continuously, and idle assets are grouped by individual asset.

As for judgment on indications of impairment, the Company and its subsidiaries consider that there is an
indication of impairment when operating loss continues, and is expected to continue, to be recorded on an
individually grouped asset or asset group, when fair value of a non-current asset decreases significantly, or in
other cases.

Of non-current assets, for assets or asset groups for which there is an indication of impairment, if the total
amount of undiscounted future cash flows that can be gained from the asset or asset group falls below the book
value, the book value is reduced to the recoverable amount, and the reduced amount is recorded as impairment
loss. The recoverable amount in this case is calculated based on the net sale value or value in use.

While the Company and its subsidiaries consider carefully in the judgment and measurement of an indication
and recognition of impairment loss, if there is any change in conditions or assumptions on which the estimated
amount is based due to changes in the business plan or market environment, recording of additional impairment
loss may be required.

Changes in accounting policies
1. The Company has applied the Accounting Standard for Revenue Recognition (ASBJ Statement No. 29, March
31, 2020) and relevant ASBJ regulations from the beginning of the fiscal year ended March 31, 2022, and
recognizes revenue in the amount expected to be received in exchange for promised goods or services when
control of the goods or services is transferred to the customer.

Major changes due to the application of the Accounting Standard for Revenue Recognition and relevant
ASBJ regulations are as follows.
(1) Revenue recognition for construction contracts

With regard to construction contracts, previously, the percentage-of-completion method was applied if the
percentage of completion can be reliably estimated, and the completed-contracts method was applied to all other
construction contracts. However, these methods have been changed to the method where revenue is recognized
over a certain period of time as performance obligations to transfer goods or services to the customer are
satisfied, if control of goods or services is transferred to the customer over a certain period of time. Progress
toward satisfaction of performance obligations is measured based on the proportion of construction cost that is
incurred by the last day of each reporting period to the estimated total of construction cost. In addition, when
progress toward satisfaction of performance obligations cannot be reasonably estimated but incurred costs are
expected to be recovered, revenue is recognized using the cost recovery method. For construction contracts for
which the period from the day when the transaction under the contract begins to the time when performance
obligations are expected to be completely satisfied is very short, the Company does not recognize revenue over a
certain period of time, but recognizes revenue when performance obligations are completely satisfied, applying
the alternative treatment.
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(2) Revenue recognition related to agent transactions

Previously, with regard to revenue related to the construction business and the advertising agent business,
the total amount of consideration received from customers was recognized as revenue. However, for transactions
in which the role of the Company in the provision of goods or services to customers falls under the category of
agent, the above has been changed to the method where revenue is recognized at the net amount calculated by
deducting the amount paid to business partners for the goods or services from the amount received from
customers.

The application of the Accounting Standard for Revenue Recognition and relevant ASBJ regulations is
subject to the transitional treatment in the proviso to paragraph 84 of the Accounting Standard for Revenue
Recognition. The cumulative effect assuming the new accounting policy is retroactively adopted prior to the
beginning of the fiscal year ended March 31, 2022 has been added to or deducted from retained earnings at the
beginning of the fiscal year ended March 31, 2022, and the new accounting policy has been applied from the
relevant opening balance at the beginning of the period. However, the new accounting policy was not
retrospectively applied to contracts for which nearly all the revenue amounts had been recognized in accordance
with the previous treatment in periods prior to the beginning of the fiscal year ended March 31, 2022, by applying
the method provided for in paragraph 86 of the Accounting Standard for Revenue Recognition. In addition, by
applying the method set forth in item (1) of the supplementary provisions of paragraph 86 of the Accounting
Standard for Revenue Recognition, modifications to contracts carried out prior to the beginning of the fiscal year
ended march 31, 2022 were accounted for based on the contractual terms after all contract modifications were
reflected, and this cumulative effect was added to or deducted from retained earnings at the beginning of the
fiscal year ended March 31, 2022.

As a result, for the fiscal year ended March 31, 2022, net sales of construction contracts decreased by ¥343
million, net sales of real estate development and other decreased by ¥568 million, cost of sales of construction
contracts decreased by ¥346 million, cost of sales of real estate development and other decreased by ¥568 million,
and operating income and income before income taxes each increased by ¥2 million.

Because the cumulative effect was reflected in net assets at the beginning of the fiscal year ended March 31,
2022, the opening balance of retained earnings in the consolidated statements of changes in equity increased by ¥2
million.

The impact on per share information is immaterial.

In accordance with the transitional treatment set forth in paragraph 89-3 of the Accounting Standard for
Revenue Recognition, notes on “Revenue Recognition” for the fiscal year ended March 31, 2021 were not
provided.

2. The Company has applied the “Accounting Standard for Fair Value Measurement” (ASBJ Statement No. 30,
July 4, 2019) and relevant ASBJ regulations from the beginning of the fiscal year ended March 31, 2022, and it has
applied the new accounting policy provided for by the Accounting Standard for Fair Value Measurement and
relevant ASBJ regulations prospectively in accordance with the transitional treatment provided for in paragraph
19 of the Accounting Standard for Fair Value Measurement, and paragraph 44-2 of the “Accounting Standard for
Financial Instruments” (ASBJ Statement No. 10, July 4, 2019). There is no impact on the consolidated financial
statements.

The Company has decided to provide notes on matters regarding the breakdown of financial instruments by
level of fair value, etc. in the notes on “Fair Value of Financial Instruments.” However, in accordance with the
transitional treatment set forth in paragraph 7-4 of the “Implementation Guidance on Disclosures about Fair Value
of Financial Instruments” (ASBJ Guidance No. 19, July 4, 2019), of these notes, notes related to the fiscal year
ended March 31, 2021 were not provided.
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Notes to Consolidated Balance Sheets

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

Materials and supplies
Merchandise
The guarantee of housing construction flaw security

SECUTTTIES. .. vveveetiereerieiteeteeee et e sreeeteesseesseeseesseessessaasssesseenseeseenseessenneas
Investment SECUTItIes .........cccooeriririiiiiiiiiieccceeee e
Assets pledged as collateral and secured liabilities

Assets pledged as collateral

Buildings
Secured liabilities

Short-term borroOWINgS .........cccoeoeiiiierinininieceeee e
Receivables arising from contracts with customers and

contract assets
Notes receivable - trade ...........cccveeeveeeciieeieeeeieecee e
Accounts receivable - trade .........c..ccoveeeveeeeieeeiiieeeeeeee e
Accounts receivable from completed construction contracts.........
CONETACT ASSEES ....eveeeviereerieieeeeereerreereeeteesseesseeseeseeseessesssesseesssesseennes
Contract liabilities
AdVANCES TECEIVEA .....eeovveieeeeieieeciee ettt e eaeeeanees

Notes to Consolidated Statements of Income

Write-down of inventories included in cost of

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

administrative expenses”
222172 o) | TSR
Retirement benefit expenses...........
Allowance for accrued bonuses
Provision of allowance for doubtful accounts
) D) o) (Y@ 1 o) (USSP

Millions of yen

March 31,
2021 2022

23 ¥ 23
48 51
4 4
16 6
68 61
1,160 1,160
394 366
2,000 2,000
34
296
4,544
10,567
15

Millions of yen

for the year ended March 31,

2021 2022
15 ¥ 4
1,384 1,360
61 42
144 148
(D ©)
372 506
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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 available-for-sale securities, net of taxes 2021 2022
Gains (losses) arising during the year .............ccccooevevinencnienencans ¥ 1,205 ¥ (336)
Reclassification adjustments ...........ccccceevueeiieriieniienieneenieeieeieeeenns 9 115

Total before tax effect 1,215 (221)
Tax effect .....cccceeeeveceereneeeenennen. (362) 56
Net unrealized gain (loss) on available-for-sale securities,

NEt OF TAXES...coueiiiiiiiiieieeeeeeee e 852 (165)

Deferred gain (loss) on hedging derivatives, net of taxes
Gains (losses) arising during the year ............ccocevceeveenieevienceencnanns ¥ 61 ¥ 33

TaAX ITECT ..cueinieieiiieeccccec e (18) (10)
Deferred gain (loss) on hedging derivatives, net of taxes ..... 42 23

Foreign currency translation adjustment
Gains (losses) arising during the year .............ccccoceeevenencncncncns ¥ (140) ¥ 213

Remeasurements of defined benefit plans, net of tax
Gains (losses) arising during the year .............ccccocevevininenicnencne ¥ 280 ¥ (39)
Reclassification adjustments................... 29 (12)

Amount before income tax effect ... 309 (52)
Income tax effect ........c.cocevveeiiiiiiciiiininiiccccccce (€LY 15
Remeasurements of defined benefit plans, net of tax............ 215 (36)
Total other comprehensive iNCOME.............ccoeeveeereevieeiereenneens ¥ 970 ¥ 34
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6. Notes to Consolidated Statements of Changes in Equity
(a) Type and number of outstanding shares

March 31, 2021

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 6,836,853 — — 6,836,853

Total 6,836,853 — — 6,836,853
Treasury shares

Common stock 624,429 7,619 — 632,048

Total 624,429 7,619 — 632,048
The summary of the main change reason

Increase by the repurchase of shares less than one unit .............cccoeeeeeeeieecieeccieeecieceeee, 7,619 shares

March 31, 2022
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 6,836,853 — — 6,836,853

Total 6,836,853 — — 6,836,853
Treasury shares

Common stock 632,048 6,160 8 638,200

Total 632,048 6,160 8 638,200
The summary of the main change reason

Increase by the repurchase of shares less than one unit.............cocceeeeeieniiniiniinicnenenen. 6,160 shares

Decrease due to purchase of shares less than one unit .............ccceeeveeeviienciieccee e, 8 shares

(b) Dividends
(1) Dividends paid to shareholders

Resolution Amount Amount
Date of approved Type of (Millions of per share Shareholders’ Effective
approval by shares yen) Paid from (Yen) cut-off date date
June 24, Annual Common 682 Retained 110.0 March 31, June 25,
2021 general stock earnings 2021 2021
meeting of
shareholders

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

subsequent to the current fiscal year

Resolution Amount Amount
Date of approved Type of (Millions of per share Shareholders’ Effective
approval by shares yen) Paid from (Yen) cut-off date date
June 28, Annual Common 619 Retained 100.0 March 31, June 29,
2022 general stock earnings 2022 2022
meeting of
shareholders

®
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Notes to Consolidated Statements of Cash Flows
Millions of yen

March 31,
2021 2022
Cash in hand and in banks...........cccceevieviiiiiiniiiniienieneerceieesie e ¥ 12,998 ¥ 14,906
Time deposits with a deposit term of over 3 months........................ (561) 971)
Cash and cash eqUIVAIENES ...........ccccoeieierieriiriicieeeeeceeeeeee e ¥ 12,436 ¥ 13,935

Fair Value of Financial Instruments

The fair values and book values of financial instruments as of March 31, 2021 and March 31, 2022 are as
follows:

Millions of yen
March 31, 2021

Book value Fair value Difference
¥ 5,190 ¥ 5,190 ¥ —
¥ 5,190 ¥ 5,190 ¥ —
¥ 24 ¥ 24 ¥ —

Millions of yen
March 31, 2022

Book value Fair value Difference
Securities and investment securities X 4,801 X 4,801 X —
TOtAL ..ceveeveeeeeeeeceeee et eens ¥ 4,801 ¥ 4,801 ¥ —
Derivative transactions ...........ccccceeeeevveeeeennees ¥ B ¥ 5l ¥ —

(*1) Since “Cash in hand and in banks,” “Notes and accounts receivable,” “Notes and accounts payable,”
“Electronically recorded obligations - operating” and “Short-term borrowings” are cash, and settled in a
short period of time, their fair value approximates the book value. Therefore, the information has been
omitted.

(*2) Shares, etc. whose quoted market price is not available are not included in “Securities and investment
securities.”

Book values of these financial instruments are as follows.

Millions of yen
March 31,
2021 2022

NON-LSted SNATES....c..couieiiiiiiiiiiiec e ¥ 1,554 ¥ 1,344
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(a) Redemption schedule for money claims and securities with maturities
Millions of yen

March 31, 2021
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 ¥ 12,998 ¥ — ¥ — ¥ —
Notes and accounts

receivable..........cccceveeueennen. 18,975 — — —
Securities and investment

securities

Government bonds....... 16 57 11 —
Corporate bonds........... — — 50 —
Millions of yen
March 31, 2022
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 ¥ 14,906 ¥ — ¥ — ¥ —
Notes and accounts
receivable......c.cccoceeveenieennen. 4,876 — — —
Securities and investment
securities
Government bonds....... 6 51 111
— 50

Corporate bonds...........
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(b) Matters regarding the breakdown of financial instruments by level of fair value

Fair values of financial instruments are classified into the following three levels according to
observability and significance of inputs for fair value measurement.

Level 1 fair value: Fair value determined using quoted price formed in an active market for the asset or
liability that is subject to the fair value measurement, of observable inputs for fair value measurement

Level 2 fair value: Fair value determined using inputs for fair value measurement other than Level 1
inputs, of observable inputs for fair value measurement

Level 3 fair value: Fair value determined using unobservable inputs for fair value measurement

Financial instruments recorded at fair value in the consolidated balance sheets
Millions of yen

March 31, 2022

Fair Value

Level 1 Level 2 Level 3 Total

Securities and investment
securities
Available-for-sale
securities

Equity securities ........... ¥ 4,584 ¥ — ¥ — ¥ 4,584

Corporate bonds........... — 49 — 49

Government bonds....... 67 99 — 167
Derivative transactions

Currency-related........... — 57 — 57
(Note) Explanation of valuation techniques and inputs for fair value measurement
Securities and investment securities

Listed shares, government bonds and corporate bonds are valued using quoted prices. Since listed shares
and Japanese government bonds are traded in active markets, their fair values are classified as Level 1 fair
value. On the other hand, because local government bonds and corporate bonds held by the Company are
infrequently traded in markets and their prices are not deemed as quoted prices in active markets, their fair
values are classified as Level 2 fair value.
Derivative transactions

Fair values of forward exchange contracts are determined by the discounted present value using
observable inputs such as interest rate and exchange rate, and are classified as Level 2 fair value.
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9. Investment Securities

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

market value as of March 31, 2021 and 2022:

Millions of yen

March 31, 2021

Book value Acquisition cost Difference
Securities with book value exceeding
acquisition cost:
Equity SECUTItIeS ..c.covevveiirieieiirieieiieieceeeeciee 5,039 ¥ 2,254 ¥ 2,784
Government bonds..........ccccecveveneeneneninienienieene 84 82 1
Corporate bonds..........ccccevieienienineninieieeeene — — —
SUD-TOtAL......coviieieieieienieesc e 5,123 ¥ 2,337 ¥ 2,786
Securities with book value not exceeding
acquisition cost:
Equity securities .........cocoeveeeeieieievieieieieriesenns 16 ¥ 23 ¥ ©)
Government bonds..........ccccceevererenenieiieiienennns — — —
Corporate bonds..........ccceveeeievieecieecieeieeeeseeeneens 50 51 @Y)
SUD-EOtAL ..o 66 75 ®)
TOLAL ..ottt 5,190 ¥ 2,412 ¥ 2,778
Millions of yen
March 31, 2022
Book value Acquisition cost Difference
Securities with book value exceeding
acquisition cost:
Equity SECUTItIeS ..c.coveveiireeieirieieiceieceeieieiee 4,581 ¥ 1,988 ¥ 2,592
Government bonds..........ccccecevererenenenieiieieens 59 58 0
Corporate bonds..........ccoceeveevienenieneninieieieieens — — —
SUD-TOtAL......coviieieieieienicere e 4,640 ¥ 2,046 ¥ 2,693
Securities with book value not exceeding
acquisition cost:
Equity SECUTities .......ccccevvvervieneeniinieiiieienieeeeaenn 2 ¥ 3 ¥ 0)
Government bonds..........ccceeeveereevieeviensiesieeneenneens 108 108 0)
Corporate bonds..........ccceveeeeeiieecieeiieeieseeseeeneens 49 51 @)
SUD-LOtAL.....c.eoviieereieienicerc e 161 163 @))
0] 7 | TSR 4,801 ¥ 2,210 ¥ 2,591

©
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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 APTil 1, 2021 ....cc.ciciiiieeieiieieecieeieeie e et e et esteesteesteesteesaesssesseensaesseenseessasnsennes ¥ 2,109
SEIVICE COSEu.uvintititiiiieiietet ettt ettt ettt ettt e b s et eseese et et et et e sbesaeeseebeeaeentententensenaens 142
INEETESE COSE...uvintitiitieiieiieiee ettt ettt ettt et et e b et e b e ebeeseeneeneeneensensenaanses 10
ActUArial I0SS (SAIMN) ..vevveevieriiiiieieiiteeieeteete et e st esteesteesteebeetestsesaeesaaesseesseenseesesnsessennne 20
BeNEits PALA......ceoiieeiiiieiieeieete ettt ettt ettt sae e ae e b e et e e beenaeenaeeaaesnean (205)

Balance at March 31, 2022 .........cccooioiiiiieeeees ettt sttt ¥ 2,077

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

Balance at APTil 1, 2021 .......coouioiiiiieeeeeeeete ettt et ettt nae st ae ¥ 3,033
Expected return on plan aSSELS.........c.ccvveeveirierreerrieireeieeeieeeseeseessesseesseesseesseessesssesssessens 60
ActuArial IOSS (SAIN) ..veevveruieriieriieiieeiieeieeiteste et e st esteesteesueeteeteessesseesssesseesseeseessesssesnsennen (19)
Contributions paid by the emMPlOYET..........ccocouieiiieiieiicierieeeeeete e eaeens 121
Benefits PALd......cooiieiiiiiiiiiieeee ettt ettt ettt sae s (205)

Balance at March 31, 2022 ............coieieiiieieieieniesieeteete ettt esae e ssesseeseeseessesensensensenns ¥ 2,990

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

Balance at APTil 1, 2021........ccoooiiiiiiiiieieieieieterie sttt ettt ae st saestesseereeseessesseneessensenns ¥ 60
Retirement Denefit COSES.....cuiiiiiiiiiiiiiiecie ettt ettt eeteeeeeeeereesreeeereeeesaeesaaeesnnes 7
Benefits PALd......cooviiiiiiiiiiiieeee ettt ettt saees @Y)

Balance at March 31, 2022 ...........ccveoiiiieeieiieieceeceeeeeereeeeeeseesteeeseesesssesssesssesssesseesseesseanes ¥ 65

(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 ............coceviiiiririiiiiiieeeeeeeee e ¥ 2,085
PLAN GSSEES ..cnvvevieieeieeieee ettt ettt et e e et e e teeete e te et e ebeebeenaeenaeesee st ebeeaeensaenaeanee (2,990)
(904)

Unfunded retirement benefit Obligations ...........cccoevieriiiriiniiiniiniiiecieeeeeeeseereeiens 57
Total net defined benefit liability (asset) at March 31, 2022 ..........cccccoveevevveniecieennennns (847)

Net defined benefit Hability .......ccoveeiiriiniiniieee e 65
Net defined Denefit ASSEt .......ceevuiriiiiiiiniiinierieeeeeeee et 913)
Total net defined benefit liability (asset) at March 31, 2022 ............ccccceevveecreenennes ¥ (847)
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(e) Retirement benefit costs
Millions of yen

SEIVICE COSE..vriuvieriitieieieietesttestteeteeteeeteeteesesssesssesseenseeseenseassesssasssesssessessesnsesssesnsenssessen ¥ 142
INEEIESE COSE....eiuiiiiiietieiieiieeete ettt sttt et et e et e e sa e s eaessessesseeneesaesaennensansensenns 10
Expected return on plan @SSELS.........cceviecieiriieiieriienienteniienieesieesiestessesseesseesseessesssessaesne (60)

Net actuarial 10SS aMOTTIZATIONS .....cc.eeueriiiiiiiieiiieeee e (12)
Retirement benefit costs calculated by simplified method...........ccccoceeviiiiininiinnenns 7
Total retirement benefit costs for the year ended March 31, 2022.............c.cccecvervenns ¥ 86

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

¥ (52)
¥ (52)

Millions of yen
¥ (126)
¥ (126)

23%
B QUILY SECUTITIES. ....cveevieieiieeiece ettt eete et et eeeeeteeeseesseeeseeseenseessesssesssenssenssenseenseenneanes 16%
GENETAL ACCOUNLES .....vviieiiieiiiceieecieeeieeeeteeeeeeeeaeeseseeeeseeessseessseesseesasseessssensssesseesseeenseeenns 44%
OBRIBY ...ttt e et e et e et e e beeeeseeeesseeesseeessaesseesseeasssesnseeenseeesseeasseesnseennseenn 17%

TOLAL ...t e e et e e e e e e e e ate e e e e e saaeeeesaaeeeenneeeeennaeeeeannaaeeaan 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

DISCOUNT TALE ....oeeiieieeeeeeeee et e e e e eete e e e eeaaeeeeeasaeeeeeanseeeennssaeeennsaeeeens 0.5%
Rate of expected return on Plan aSSEtS..........cccecvvieveereierieireeriieireeeeeeeereeeeeeseesseeeseeneenns 2.0%

(k) Defined contribution plans
Amount of contributions to defined contribution plans by the Company and its subsidiaries was ¥50
million.

1)

KITANO CONSTRUCTION CORP.




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:

Deferred tax assets:
Write-down of fixed aSSets........ccceecveeeieeeiieeeiieccie e
Allowance for doubtful aCCoOUNts .........c...cccveeeveeeeiiieeiieecieecieeenene
Write-down of marketable securities..........cccocoeevveeeiveeeiieecreeeeeeens
Intercompany Profits ........c.ccceceveerieniiieiieneeee e
Loss on valuation of real estate for sale............ccccccoveevieecieenenenns
Operating tax loss carry forwards (Note)
Net defined benefit liability....

Total gross deferred tax asSets........cceevverieriinieevieriieeiieniennenne
Valuation allowance related to operating
tax loss carry forwards (NOte).......ccooeeeeeeiriieiieiieiesesceeeeeceee
Valuation allowance related to total
deductible temporary differences, etc..........coceevverviiriienieenieennennee.
Total valuation allowance

Deferred tax liabilities:
Net defined benefit asset...........cccceeeeririiiiiiiiiiiiiccnceee
Reserve for advanced depreciation............ccceeeeevvereeneenieecieeniennnens
Unrealized gain (loss) on available-for-sale securities ..................
Deferred gain (loss) on hedging derivatives...........ccccoceveveievieiencne
Difference from fair value of subsidiaries....
Total gross deferred tax liabilities...........cccccocevinincniinncnnene.

Net deferred tax assets (liabiliti€s)......c..cccevereverennerenineneenens

Millions of yen

March 31,
2021 2022

¥ 728 ¥ 721

24 22

158 216

176 171

307 309

155 192

11 10

709 509

2,272 2,155
(136) (192)
(1,357) (1,415)
(1,493) (1,608)

779 547
(281) (278)
87 (87
(826) (770)
(N an
(546) (543)
(1,749) (1,697)
¥ (970) ¥ (1,150)

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

Millions of yen

March 31, 2022

Due 1 year or Due after 1 year

less through 5 years Due after 5 years Total
Operating tax loss
carry forwards (¥1)............ ¥ 4 ¥ 187 ¥ — ¥ 192
Valuation allowance ............ 4) (187) — (192)

Deferred tax assets.............. — —

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

(b) The reconciliation between the statutory tax rate and the effective tax rate as at March 31, 2021 and 2022

is presented below:

SEALULOTY TAX TALE .. .eeevieeeieeeiiiecieeciee et cere e ete e eaeeeeaae e reeesneeenseeennes
Permanent differences on expenses not deductible.......................

Permanent differences on income not taxable..............ccccceuveene..
Accrued bonuses to directors and statutory

auditors not deductible ............cccveeeiieiiieeiieeecce e
Inhabitant taxes per Capita.......cccccooeeveerieeiieeiienieciereeeee e
Valuation allOWAINCE .........cceeeeuveeeriieieeeeieeeetee et e eeteeeereeeeeeeeaneens

As of March 31,

2021 2022
30.4% 30.4%
0.8 1.4
0.3) (0.3)
05 0.5
0.7 0.8
46 6.1
1.8 (2.5)
38.5% 36.4%
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12. Revenue Recognition

1. Information on disaggregation of revenue from contracts with customers
Information on disaggregation of revenue from contracts with customers is as stated in the notes to
consolidated financial statements “Segment Information.”

2. Information that forms the basis for understanding revenue from contracts with customers

Information that forms the basis for understanding revenue from contracts with customers is as stated in
“Notes to Consolidated Financial Statements, 2. Summary of Significant Accounting Policies, (b) Recognizing
revenues and costs of construction contracts.”

3. Information on relation between satisfaction of performance obligations based on contracts with
customers and cash flows arising from the contracts, and amount and timing of revenue expected to be
recognized in and after the fiscal year ending March 31, 2023 from contracts with customers that existed as
at March 31, 2022

(1) Balances of contract assets and contract liabilities, etc.

Millions of yen
March 31, 2022

Receivables arising from contracts with

customers (Balance at April 1, 2021)......ccccevveeveeneenieenieeiienienieneens ¥ 3,441
Receivables arising from contracts with

customers (Balance at March 31, 2022) .........cccccevenevinenivencnennenn. 4,876
Contract assets (Balance at April 1, 2021) .....ccoocoeveeveiieienienieneneenenns 16,055
Contract assets (Balance at March 31, 2022) ........cccceeeevveecieniieneennnns 10,567
Contract liabilities (Balance at April 1, 2021) .....ccccccceoiiiiiiienenenenens 4,749
Contract liabilities (Balance at March 31, 2022)........c.ccccoeeveevvervennnnne 4,039

Of the amount of revenue recognized in the fiscal year ended March 31, 2022, the amount included in the
balance of contract liabilities at April 1, 2021 was ¥4,662 million. The amount of revenue recognized in the
fiscal year ended March 31, 2022 from performance obligations that were satisfied (or partially satisfied) in
past periods was ¥919 million.

(2) Transaction price allocated to remaining performance obligations

Performance obligations that have not been satisfied (or partially not been satisfied) are ¥61,150 million.
These performance obligations are related to construction works in the construction business.
Approximately 89% of them is expected to be recognized as revenue within one year after the year-end, and
remaining approximately 11% is expected to be recognized within two years after that.

®
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13. 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, 2021 and

2022 is presented below:
Millions of yen
2021
Golf Advertising

Construction  courses Hotels agent Total Reconciliations Consolidated
1. Net sales and operating income
Net sales
Customers ¥ 73244 ¥ 206 ¥ 606 ¥ 1,208 ¥ 75265 ¥ — ¥ 75,265
Intersegment or 1 4 0 53 58 (58) .
transfer
Total 73,245 210 606 1,262 75,324 (58) 75,265
Operating income (loss) ¥ 3,382 ¥ 1 ¥ (672) ¥ 32 ¥ 2743 ¥ 27 ¥ 2770
II. Other
Depreciation 341 28 345 13 729 @27 702

Millions of yen
2022
Golf Advertising

Construction  courses Hotels agent Total Reconciliations Consolidated
I . Net sales and operating income
Net sales
Goods or services
transferred at a ¥ 1,677 ¥ 234 ¥ 652 ¥ 761 ¥ 3325 ¥ — ¥ 3325
point in time
Goods or services
transferred 56,409 — — — 56,409 — 56,409
over a certain
period of time
Revenue from
contracts with 58,086 234 652 761 59,734 — 59,734
customers
Other revenue 369 — — — 369 — 369
Customers ¥ 58455 ¥ 234 ¥ 652 ¥ 761 ¥ 60,1038 ¥ — ¥ 60,103
Intersegment or 1 4 1 47 55 (55) .
transfer
Total 58,457 238 653 809 60,158 (55) 60,103
Operating income (loss) ¥ 2916 ¥ 15 ¥ (623) ¥ 58 ¥ 2366 ¥ 27 ¥ 2394
II. Other
Depreciation 487 26 341 11 866 @27 839

(c) Matters regarding changes in reportable segments, etc.

As stated in “Changes in accounting policies,” the Company has applied the Accounting Standard for
Revenue Recognition and relevant ASBJ regulations from the beginning of the fiscal year ended March 31,
2022, and changed the accounting treatment for revenue recognition. Accordingly, the method of calculating
profit or loss of operating segments was changed likewise.

As a result of the changes, for the fiscal year ended March 31, 2022, net sales of the “construction
business” decreased by ¥343 million, segment profit of the said business increased by ¥2 million, and net
sales of the “advertising agent business” decreased by ¥568 million.
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14. Per Share Data
Net assets per share and earnings per share for the years ended March 31, 2021 and 2022 are as follows:

Yen

2021 2022
Net aSSets PEr SaAre ........cccovveeierieiiiiieeeeteee et ¥ 5,786.54 ¥ 5,966.43
Earnings per share — primary...........cc.cocceceiinininininineeeseeeene 290.71 280.54
1. Basis of net income per share of common stock for the years ended March 31, 2021 and 2022 is as

follows:
Millions of yen

2021 2022
Profit attributable to owners of parent............ccceceeevievieveeneenieenenen. ¥ 1,804 ¥ 1,739
Profit pertaining to common stock .........c..cccceeceeene ¥ 1,804 ¥ 1,739

6,207 thousand 6,201 thousand
shares shares

Average outstanding shares of common stock

2. Basis of net assets per share of common stock as of March 31, 2021 and 2022 is as follows:
Millions of yen

2021 2022
NEEL ASSEES...cuieeitieteetieie ettt ettt ¥ 36,403 ¥ 37,501
Amounts deducted from Net aSSELS........cceevveeveeevieecierieeieeieeeeeeeeieeens 498 517
Non-controlling iNEETESES.........ccvevieierierierierieereeeeeeeetet e enes 498 517
Net assets applicable to common StOCK .........cccevvveeieriineineenieeeennen. 35,904 36,983
Number of shares of common stock at end of year.......................... 6,204 thousand 6,198 thousand
shares shares
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