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Independent Auditor’s Report

The Board of Directors
Asanuma Corporation.

Opinion

We have audited the accompanying consolidated financial statements of Asanuma Corporation
and its consolidated subsidiaries (the Group), which comprise the consolidated balance sheet as
at March 31, 2021, and the consolidated statements of income, comprehensive income, changes
in net assets, and cash flows for the year then ended, and notes to the consolidated financial
statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2021, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with accounting principles generally accepted in Japan.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the ethical requirements that are relevant to our audit of the
consolidated financial statements in Japan, and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current period. These matters were
addressed in the context of the audit of the consolidated financial statements as a whole, and in
forming the auditor’s opinion thereon, and we do not provide a separate opinion on these matters.

Estimates of total cost to complete construction projects when applying percentage-of-
completion method

Description of Key Audit Matter

Auditor’s Response

As described in Note 4 (0) and 5 to the
consolidated  financial  statements, in
recognizing net sales involving completed
construction contracts and cost of sales of
completed  construction  contracts, the

We mainly performed the following audit
procedures to evaluate the adequacy of
estimates of total cost to complete construction
projects when applying percentage-of-
completion method.




Company  applies the  percentage-of-
completion method for construction projects
for which the outcome of the construction
activity is deemed certain at the end of the
current fiscal year (the cost-to-cost method
applied in estimating progress toward
completion of construction). The Company's
net sales involving construction contracts
accounted for by the percentage-of-
completion method represented 97%, or
¥134,651 million, of total net sales of
¥138,935 million for the year ended March 31,
2021.

In applying the percentage-of-completion
method, revenue is recognized based on the
progress toward completion of construction,
and progress toward completion of
construction is calculated based on the
percentage of completion by comparing costs
incurred to financial closing date with the most
recent estimates of total cost to complete
construction project. Each construction
contract is unique since conditions such as
project specifications, construction period,
raw materials and workers vary by
construction projects and, furthermore,
estimates of total cost to complete construction
project is subject to change at any time due to
changes in the environment surrounding each
construction contract, including fluctuations in
raw material prices or necessary modifications
in construction design. Large-scale or long-
term construction contracts have complexity
not only in making estimates of total cost to
complete construction projects, but also
making revisions them in a timely and
appropriate manner due to, for example,
contract  modifications  for  ongoing
construction projects, construction delays
arising from poor weather, fluctuations in
building material prices or labor cost.

We have determined that estimates of total
cost to complete construction projects is a key
audit matter since, given the nature of the
construction contracts, it is necessary to
consider and incorporate various estimation

(1) Evaluation of internal control

We evaluated the design and operating
effectiveness of the following internal control
related to estimates of total cost to complete
construction projects.

With regard to working budgets for
estimates of  total cost to complete
construction projects, there is an
appropriate control in place requiring that
such working budgets be prepared by the
budgeting department that has specialized
knowledge and be approved by the
department managers who have necessary
expertise.

A system is in place for making revisions
to estimates of total cost to complete
construction projects in a timely manner as
a result of factors such as changes in the
status of construction and costs incurred,
or changes in specifications as instructed
by customers.

A system is in place in which the Building
Construction Headquarter and Civil
Engineering Headquarter, which are
responsible for ensuring the reliability of
construction costs, monitor, in a timely and
appropriate manner, both profit or loss on
construction and  progress  toward
completion of construction.

(2) Evaluation of the
estimates of total
construction projects.

reasonableness of
cost to complete

We identified construction contracts with high
uncertainty relatively over estimates of total
cost to complete construction projects in light
of factors such as the contract amount, profit
or loss on construction, construction
specifications, and the status of construction,
and performed the following procedures.

We reconciled estimates of total cost to
complete construction projects to working
budgets, and evaluated whether estimated
costs are consistent with the scope
construction set forth in construction




factors corresponding to the specific
environment of each construction project,
there is uncertainty in estimates due to changes
in the environment, and management
judgment is necessary in considering
assumptions used in making estimates.

contracts and whether any unusual work or
amounts are included in aggregate costs
for each type of work.

Regarding the potential for changes in the
status of construction progress and in total cost
to complete construction projects, we
inspected working budgets report to
understand the cost trends and made inquiries
of the officer in charge of both the Building
Construction Headquarters and the Civil
Construction Headquarters.

We compared initial estimates of total
costs to complete construction projects
with both costs already incurred and
estimates of construction costs to be
incurred in the future, and, for changes in
costs above a certain threshold, we
evaluated whether the specific details of
such changes reflect the current status of
the construction by making inquiries of
administrative managers and construction
division managers in both the Building
Construction Headquarter and Civil
Engineering  Headquarter and by
reconciling such changes to subcontractor
quotes relating to any modifications in
construction designs and specifications
and updated work schedules and the like.

We conducted on-site  visits  of
construction projects and evaluated
whether the status of construction is
consistent with estimates of total cost to

complete  construction projects and
progress toward completion of
construction.

For construction projects completed

during the year ended March 31, 2021, we
evaluated the Company’s process for
estimating total cost of construction by
comparing initial estimates of total cost to
complete construction projects to total
costs actually incurred.




Responsibilities of Management, the Corporate Auditor and the Board of Corporate
Auditors for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally accepted in Japan, and for
such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud
Or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern and disclosing, as required by accounting principles
generally accepted in Japan, matters related to going concern.

The Corporate Auditor and the Board of Corporate Auditorsare responsible for overseeing the
Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with auditing standards generally accepted in Japan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.

Consider internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances for our risk assessments, while the purpose of the audit of
the consolidated financial statements is not expressing an opinion on the effectiveness of the
Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going
concern.



Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation in
accordance with accounting principles generally accepted in Japan.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with the Corporate Auditor and the Board of Corporate Auditorsregarding,
among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.

We also provide the Corporate Auditor and the Board of Corporate Auditors with a statement that
we have complied with the ethical requirements regarding independence that are relevant to our
audit of the financial statements in Japan, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the Corporate Auditor and the Board of Corporate Auditors,
we determine those matters that were of most significance in the audit of the consolidated financial
statements of the current period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan

Our firm and its designated engagement partners do not have any interest in the Group which is
required to be disclosed pursuant to the provisions of the Certified Public Accountants Act of
Japan.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to
the year ended March 31, 2021 are presented solely for convenience. Our audit also included
the translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such
translation has been made on the basis described in Note 2 to the consolidated financial statements.



Ernst & Young ShinNihon LLC
Osaka, Japan

June 28, 2021

Yuka Hayashi
Designated Engagement Partner
Certified Public Accountant

Masashi Kobayashi
Designated Engagement Partner
Certified Public Accountant



Asanuma Corporation

Consolidated Balance Sheet

March 31, 2021

Thousands of

U.S. dollars
Millions of yen (Note 2)
2021 2020 2021
Assets
Current assets:
Cash and cash deposits (Notes 9 and 20) ¥ 15,761 ¥ 29,778 $ 142,363
Receivables:
Notes receivable (Note 20) 2,388 3,128 21,570
Accounts receivable on completed construction
contracts (Note 20) 48,973 48,964 442,354
Other accounts receivable (Note 20) 7,113 3,111 64,249
Allowance for doubtful accounts (22) (60) (199)
58,452 55,143 527,974
Inventories:
Cost of uncompleted construction contracts 2,047 2,067 18,490
Real estate held for sale 34 55 307
Raw materials and supplies 14 15 126
2,095 2,137 18,923
Other current assets 253 252 2,285
Total current assets 76,561 87,310 691,545
Property and equipment, at cost:
Land (Notes 10 and 12) 1,609 1,694 14,533
Buildings and structures (Note 12) 6,187 6,313 55,885
Machinery, equipment and vehicles (Note 10) 458 617 4,137
Tools, furniture and fixtures 1,505 1,464 13,594
Lease assets 81 7 732
Less accumulated depreciation (5,227) (5,198) (47,213)
Construction in progress 406 — 3,667
Property and equipment, net 5,019 4,897 45,335
Investments and other assets:
Investments in securities (Notes 11,12 and 20) 6,276 7,616 51,486
Investments in an unconsolidated subsidiary 120 120 6,287
and affiliates (Notes 11 and 20)
Long-term loans receivable (Note 12) 105 105 948
Retirement benefit asset (Note 14) 1,022 - 9,231
Intangible assets 1,353 1,175 12,221
Deferred income taxes (Note 13) 966 1,070 8,726
Other assets 1,446 1,404 13,061
Allowance for doubtful accounts (691) (653) (6,241)
Total investments and other assets 10,597 10,837 95,719
Total assets ¥ 92177 ¥ 103,044 $832,599




Thousands of

U.S. dollars
Millions of yen (Note 2)
2021 2020 2021
Liabilities
Current liabilities:
Short-term bank loans (Notes 12 and 20) ¥ 1,470 ¥ 1470 $ 13,278
Current portion of long-term debt (Notes 12 and 20) 337 338 3,044
Payables:
Notes payable (Note 20) - 195 -
Accounts payable on construction contracts
(Note 20) 15,423 26,793 139,310
Other accounts payable (Note 20) 634 548 5,727
16,057 27,536 145,037
Advances received on uncompleted construction
contracts 7,783 9,139 70,301
Deposits received 1,977 2,001 17,857
Suspense receipt of consumption taxes 5,115 3,589 46,202
Income taxes payable (Note 13) 1,860 1,525 16,800
Provision for compensation for completed
construction 543 590 4,905
Provision for loss on construction contracts (Note 17) 119 214 1,075
Other current liabilities 1,384 3,538 12,501
Total current liabilities 36,645 49,940 331,000
Long-term liabilities:
Long-term debt (Notes 12 and 20) 9,219 9,556 83,272
Liability for retirement benefits (Note 14) 4,505 4,125 40,692
Deferred income taxes (Note 13) 2 7 18
Other long-term liabilities 95 102 858
Total long-term liabilities 13,821 13,790 124,840
Total liabilities 50,466 63,730 455,840
Net assets
Shareholders’ equity (Note 16):
Common stock:
Authorized — 29,356,500 shares
Issued — 8,078,629 shares in 2021 9,615 9,615 86,849
Capital surplus 2,166 2,166 19,564
Retained earnings 27,974 25,577 252,678
Less treasury stock, at cost (67) (60) (605)
Total shareholders’ equity 39,688 37,298 358,486
Accumulated other comprehensive income:
Net unrealized holding gain on investments in
securities 1,959 2,196 17,695
Foreign currency translation adjustments (26) @) (235)
Retirement benefits liability adjustments (Note 14) (112) (361) (1,012)
Total accumulated other comprehensive income 1,821 1,828 16,448
Non-controlling interests 202 188 1,825
Total net assets 41,711 39,314 376,759
Total liabilities and net assets ¥92177 ¥103,044 $ 832,599

See accompanying notes to consolidated financial statements.



Asanuma Corporation

Consolidated Statement of Income

Year ended March 31, 2021

Net sales (Note 22):
Construction contracts
Other

Cost of sales (Note 17):
Construction contracts
Other

Gross profit:
Construction contracts
Other

Selling, general and administrative expenses (Note 18)
Operating income (Note 22)

Other income (expenses):
Interest and dividends income
Foreign exchange gain loss, net
Interest expenses
Guarantee fees
Commission fees
Gain on sales of investments in securities (Note 11)
Loss on impairment of property and equipment
(Notes 10 and 22)
Outsourcing service income
Loss on valuation of other investments
Other, net (Note 11)

Profit before income taxes

Income taxes (Note 13):
Current
Deferred

Profit
Profit attributable to:
Non-controlling interests

Owners of parent

Thousands of

U.S. dollars
Millions of yen (Note 2)
2021 2020 2021
¥ 137,847 ¥ 140,034 $1,245,118
1,088 1,438 9,827
138,935 141,472 1,254,945
124,266 125,742 1,122,446
724 1,111 6,540
124,990 126,853 1,128,986
13,581 14,292 122,672
364 327 3,287
13,945 14,619 125,959
8,654 8,018 78,168
5,291 6,601 47,791
154 188 1,391
26 (42) 235
(106) (118) 957)
(46) (60) (415)
(107) (158) (966)
998 91 9,014
(88) (13) (795)
58 84 524
_ (72) —
(81) (0) (732)
6,099 6,501 55,090
1,880 2,173 16,981
64 17 578
1,944 2,190 17,559
4,155 4311 37,530
17 11 154
¥ 4,138 ¥ 4,300 $ 37,377

See accompanying notes to consolidated financial statements.



Asanuma Corporation

Consolidated Statement of Comprehensive Income

Year ended March 31, 2021

Profit
Other comprehensive income (Note 19)
Net unrealized holding (loss) gain on
investments in securities
Foreign currency translation adjustments
Retirement benefits liability adjustments
Total other comprehensive income
Comprehensive income

Comprehensive income attributable to:
Owners of parent
Non-controlling interests

See accompanying notes to consolidated financial statements.

Thousands of

U.S. dollars
Millions of yen (Note 2)
2021 2020 2021
¥ 4,155 ¥ 4311 $ 37,530
(237) (1,138) (2,141)
19) 1 a72)
249 (68) 2,249
@) (1,205) (64)
¥ 4,148 ¥ 3,106 $ 37,466
¥ 4,134 ¥ 3,095 $ 37,340
14 11 126
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Asanuma Corporation

Consolidated Statement of Changes in Net Assets

Balance at April 1, 2019

Profit attributable to owners of
parent

Cash dividends

Purchases of treasury stock

Sales of treasury stock

Retirement of treasury stock

Net change in items other than
shareholders’ equity

Balance at April 1, 2020

Profit attributable to owners of
parent

Cash dividends

Purchases of treasury stock

Sales of treasury stock

Retirement of treasury stock

Net change in items other than
shareholders’ equity

Balance at March 31, 2021

Balance at April 1, 2019

Profit attributable to owners of
parent

Cash dividends

Purchases of treasury stock

Sales of treasury stock

Retirement of treasury stock

Net change in items other than
shareholders’ equity

Balance at April 1, 2020

Profit attributable to owners of
parent

Cash dividends

Purchases of treasury stock

Sales of treasury stock

Retirement of treasury stock

Net change in items other than
shareholders’ equity

Balance at March 31, 2021

Year ended March 31, 2021

Millions of yen

Treasury Total
Common Capital Retained stock, shareholders’
stock surplus earnings at cost equity
¥ 9,615 ¥ 2,167 ¥ 23,616 ¥ (1,149) ¥ 34,249
- - 4,300 - 4,300
_ _ (1,233) - (1,233)
- - - (18) (18)
- 0 - 0 0
- Q) (1,106) 1,107 -
9,615 2,166 25,577 (60) 37,298
- - 4,138 - 4,138
- - (1,741) - (1,741)
- - - @) @)
¥ 9,615 ¥ 2,166 ¥ 27,974 ¥ (67) ¥ 39,688
Millions of yen
Net
unrealized Total
holding Foreign Retirement accumulated
gainon currency benefits other Non-
investments  translation liability comprehensive controlling  Total net
in securities  adjustments  adjustments income interests assets
¥ 3,334 ¥ (8) ¥ (293) ¥ 3,033 ¥ 185 ¥ 37,467
- - - - - 4,300
- - - - - (1,233)
- - - - - (18)
- - - - - 0
(1,138) 1 (68) (1,205) 3 (1,202)
2,196 7 (361) 1,828 188 39,314
- - - - - 4,138
- - - - - (1,741)
- - - - - ()
(237) (19) 249 @) 14 7
¥ 1,959 ¥ (26) ¥ (112) ¥ 1,821 ¥ 202 ¥ 41,711
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Asanuma Corporation

Consolidated Statement of Changes in Net Assets (Continued)

Balance at April 1, 2020

Profit attributable to owners of
parent

Cash dividends

Purchases of treasury stock

Sales of treasury stock

Retirement of treasury stock

Net change in items other than
shareholders’ equity

Balance at March 31, 2021

Balance at April 1, 2020

Profit attributable to owners of
parent

Cash dividends

Purchases of treasury stock

Sales of treasury stock

Retirement of treasury stock

Net change in items other than
shareholders’ equity

Balance at March 31, 2021

Year ended March 31, 2021

Thousands of U.S. dollars (Note 2)

Treasury Total
Common Capital Retained stock, shareholders’
stock surplus earnings at cost equity
$ 86,849 $ 19,564 $ 231,027 $ (542) $ 336,898
- - 37,377 - 37,377
- - (15,726) - (15,726)
- - - (63) (63)
$ 86,849 $ 19,564 $ 252,678 $ (605) $ 358,486
Thousands of U.S. dollars (Note 2)
Net
unrealized Total
holding Foreign Retirement accumulated
gain on currency benefits other Non-
investments  translation liability comprehensive  controlling Total net
in securities  adjustments  adjustments income interests assets
$ 19,836 $ (63) $(3,261) $ 16,512 $1,698 $ 355,108
- - - - - 37,377
- - - - - (15,726)
- - - - - (63)
(2,141) 172) 2,249 (64) 127 63
$ 17,695 $ (235) $(1,012) $ 16,448 $1,825 $ 376,759

See accompanying notes to consolidated financial statements.
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Asanuma Corporation

Consolidated Statement of Cash Flows

Year ended March 31, 2021

Cash flows from operating activities:
Profit before income taxes
Adjustments for:
Depreciation and amortization
Loss on impairment of property and equipment
Increase in allowance for doubtful accounts
(Decrease) increase in provision for loss on
construction contracts
Increase (decrease) in net defined benefit asset and
liability
Interest and dividends income
Interest expenses
Foreign exchange (gain) loss, net
Gain on sales of investments in securities
Loss on valuation of investments in securities

Loss (gain) on sales of property, plant and equipment
Decrease in notes receivable and accounts receivable

on completed construction contracts
Decrease (increase) in inventories
(Increase) decrease in other accounts receivable
Decrease in notes payable and accounts payable on
construction contracts
Increase (decrease) in other accounts payable
(Decrease) increase in advances received on
uncompleted construction contracts
Other, net
Subtotal
Interest and dividends received
Interest paid
Income taxes paid
Net cash (used in) provided by operating activities

Cash flows from investing activities:
Purchases of property and equipment

Proceeds from sales of property, plant and equipment and

intangible assets
Purchases of intangible assets
Purchases of investments in securities
Proceeds from sales and redemption of investments in
securities
Proceeds from collection of loans receivable
Payments for guarantee deposits
Proceeds from collection of guarantee deposits
Other, net
Net cash provided by (used in) investing activities

Thousands of

U.S. dollars

Millions of yen (Note 2)

2021 2020 2021

¥ 6,099 ¥ 6,501 $ 55,090
598 524 5,401

88 13 795

1 10 9

(95) 210 (858)
(285) (315) (2,574)
(154) (188) (1,391)
106 118 957
(25) 42 (225)
978) 91) (8,834)
58 15 524

5 (3) 45

705 2,179 6,368

41 (145) 370
(4,040) 1,766 (36,492)
(11,547) (3,137) (104,299)
3 (1,465) 27
(1,355) 2,235 (12,239)
(638) 2,349 (5,763)
(11,413) 10,618 (103,089)
152 185 1,372
(106) (118) 957)
(1,535) (2,457) (13,865)
(12,902) 8,228 (116,539)
(627) (216) (5,663)

0 194 0
(462) (447) (4,173)
) 9) (81)
1,965 167 17,749

3 11 27
(71) (110) (641)

60 20 542
(44) 5 (398)

¥ 815 ¥ (385) $ 7,362
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Asanuma Corporation

Consolidated Statement of Cash Flows (Continued)

Year ended March 31, 2021

Cash flows from financing activities:

Decrease in short-term bank loans, net
Repayment of long-term debt

Proceeds from issuance of bonds

Cash dividends paid

Cash dividends paid to non-controlling interests

Other, net

Net cash used in financing activities

Effect of exchange rate changes on cash and cash
equivalents

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year (Note 9)

Thousands of

U.S. dollars
Millions of yen (Note 2)

2021 2020 2021
¥ - ¥ (990) $ -
(337) (331) (3,044)
- 938 -
(1,605) (1,160) (14,497)
_ (8) _
(7 (18) (63)
(1,949) (1,569) (17,604)
19 (41) 171
(14,017) 6,233 (126,610)
29,778 23,545 268,973
¥ 15,761 ¥ 29,778 $ 142,363

14



Asanuma Corporation

Notes to Consolidated Financial Statements

March 31, 2021

1. Basis of Preparation of Consolidated Financial Statements

The accompanying consolidated financial statements of Asanuma Corporation (the
“Company”) and its consolidated subsidiaries (the “Group”) are prepared on the basis of
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 have been compiled from the consolidated financial statements prepared by
the Company as required by the Financial Instruments and Exchange Act of Japan.

In preparing the accompanying consolidated financial statements, certain reclassifications
and rearrangements have been made to the consolidated financial statements issued
domestically in order to present them in a format which is more familiar to readers outside
Japan.

Certain reclassifications of previously reported amounts have been made to conform the
accompanying consolidated financial statements for the year ended March 31, 2020 to the
2021 presentation. Such reclassifications had no effect on consolidated net assets.

2. U.S. Dollar Amounts

The accompanying consolidated financial statements are stated in yen, the currency of the
country in which the company is incorporated and operate. The translation of yen amounts
into U.S. dollar amounts is included solely for the convenience of readers outside Japan and
has been made at ¥110.71 = U.S.$1.00, the exchange rate prevailing on March 31, 2021.
This translation should not be construed as a representation that yen can be converted into
U.S. dollars at the above or any other rate.

3. Principles of Consolidation

At March 31, 2021 and 2020, the Company had 6 subsidiaries. The consolidated financial
statements for the years ended March 31, 2021 and 2020 include the accounts of the
Company and its 5 subsidiaries.

The Company applied the equity method to its investments in 2 affiliates, at March 31, 2021
and 2020 for the purpose of consolidated financial statements for the years then ended.

The accounts of the remaining subsidiary were not consolidated nor the equity method

applied because its total assets, net sales, profit or loss and retained earnings were not
material to the consolidated financial statements.

15



3.

Asanuma Corporation

Notes to Consolidated Financial Statements (continued)

Principles of Consolidation (continued)

The balance sheet date of SINGAPORE PAINTS & CONTRACTOR PTE. LTD. is
December 31. Necessary adjustments were made to the subsidiary’s balance sheet to
reflect any significant intercompany transactions during the period from January 1 through
March 31.

(2)

(b)

(©)

(d)

Summary of Significant Accounting Policies
Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, deposits with banks withdrawable
on demand, and short-term investments which are readily convertible to cash subject to
an insignificant risk of any changes in their value and which were purchased with an
original maturity of three months or less.

Investments in securities

Investments in securities are classified into two categories: held-to-maturity debt
securities or other securities. Held-to-maturity debt securities are stated at amortized
cost. Marketable securities classified as other securities are carried at fair value with
any changes in unrealized holding gain or loss, net of the applicable income taxes,
reported as a separate component of accumulated other comprehensive income. Non-
marketable securities classified as other securities are carried at cost determined by the
moving average method.

Allowance for doubtful accounts

The Group provide an allowance for doubtful accounts at an amount calculated based
on their historical experience of bad debts on ordinary receivables plus an additional
estimate of probable specific bad debts from customers experiencing financial
difficulties.

Inventories

Cost of uncompleted construction contracts are stated at cost determined on an
individual project basis. Real estate held for sale is stated at the lower of cost or net
selling value, cost being determined on an individual project basis. Raw materials and
supplies are stated at the lower of cost or net selling value, cost being determined by
the period average method.

16



(e)

®

(&)

(h)

(1)

W)

Asanuma Corporation

Notes to Consolidated Financial Statements (continued)

Summary of Significant Accounting Policies (continued)
Property and equipment (Other than leased assets)

Property and equipment is stated on the basis of cost. Depreciation is calculated by
the declining-balance method over the estimated useful lives of the respective assets;
however, the straight-line method is applied to buildings (except for facilities attached
to the buildings) acquired on or after April 1, 1998 and facilities attached to buildings
and other non-building structures acquired on or after April 1, 2016.

Intangible assets (Other than leased assets)

Amortization of intangible assets is calculated by the straight-line method over the
estimated useful lives of the respective assets.

Expenditures related to computer software developed for internal use are charged to
income when incurred, except if they are deemed to contribute to the generation of
income or to future cost savings. Such expenditures are capitalized as intangible
assets and amortized over an estimated useful life of 5 years.

Leases

Leased assets held under finance leases that transfer ownership are depreciated by the
same methods used for owned fixed assets. For finance leases that do not transfer
ownership, depreciation expense is calculated based on the straight-line method over
the leased period of the lease with a residual value of zero.

Bonds issuance expenses

Issuance expenses of bonds are charged to income as incurred.

Provision for compensation for completed construction

A provision for compensation for completed construction is provided for anticipated
future costs arising from compensations on completed construction based on the
historical data on the compensation cost.

Provision for loss on construction contracts

A provision for loss on construction contracts is provided for uncompleted construction

projects when a future loss is expected and a reasonable estimate of the amount can be
made at the end of the current fiscal year.
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Notes to Consolidated Financial Statements (continued)

Summary of Significant Accounting Policies (continued)
Retirement benefits

The retirement benefit obligation for employees is attributed to each period by the
benefit formula method.

Actuarial gain or loss is amortized commencing in the year following the year in which
the gain or loss is recognized by the straight-line method over a period of principally
10 years, which is within the average remaining years of service of the eligible
employees.

Prior service cost is charged to income when incurred.

Income taxes

Deferred tax assets and liabilities have been recognized in the consolidated financial
statements with respect to the differences between the financial reporting and tax bases

of the assets and liabilities, and were measured using the enacted tax rates and laws
which will be in effect when the differences are expected to reverse.

(m) Hedge accounting

(n)

(o)

Interest-rate swaps which meet certain conditions are accounted for as if the interest
rates applied to the swaps had originally applied to the underlying loans. Hedging
instruments and hedged items are interest-rate swaps and interest rates on loans from
financial institutions, respectively. The Company omit the evaluation of hedging
effectiveness due to meet certain conditions for interest-rate swaps.

Goodwill

Goodwill is being amortized on a straight-line basis over the estimated period of benefit.
The goodwill resulting from the acquisition of SINGAPORE PAINTS &
CONTRACTOR PTE. LTD. is being amortized over 7 years.

Revenue recognition

The Company and its consolidated subsidiary recognize revenue by applying the
percentage-of-completion method for the construction projects for which the outcome
of the construction activity is deemed certain at the end of the reporting period. To
estimate the progress of such construction projects, the Company and its consolidated
subsidiary measure the percentage of completion by comparing costs incurred to date
with the most recent estimate of total costs required to complete the project (cost to cost
basis). For other construction projects, the completed-contract method is applied.
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Notes to Consolidated Financial Statements (continued)

Summary of Significant Accounting Policies (continued)

Revenue recognition (continued)

Net sales related to construction contracts accounted for by the percentage-of-
completion method totaled ¥135,717 million ($1,225,879 thousand) and ¥137,950
million for the years ended March 31, 2021 and 2020, respectively.

Consumption tax

Transactions subject to consumption taxes are recorded at amount exclusive of
consumption taxes.

Applicable accounting principles and procedures in cases where directly relevant
accounting standards are not available

Accounting for constructions involving joint venture, the Company recognize their

share of the jointly controlled assets, the jointly responsible liabilities, the income and
expenses resulting from the joint venture.

Significant Accounting Estimates

Estimates of total cost to complete construction projects when applying percentage-of-
completion method

(1)

)

Amounts recorded in the consolidated financial statements for the year ended March
31,2021.

Net sales involving construction contracts accounted for by the percentage-of-
completion method totaled ¥135,717 million ($1,225,879 thousand).

Information on the components of identified significant accounting estimate
@ Calculation method

For construction projects for which outcome of the construction activity is deemed
certain at the end of the reporting period, the Company and its subsidiary recognize
net sales involving completed construction contracts by reasonably estimating total
contraction revenue, total costs required to complete the project and the progress
of the projects (The percentage of completion as of the end of reporting period is
measured by applying cost to cost basis).
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Notes to Consolidated Financial Statements (continued)

5. Significant Accounting Estimates (continued)

(2) Information on the components of identified significant accounting estimate
(continued)

@ Key assumptions

Key assumptions of total cost to complete construction project are building
material prices or labor cost, which are calculated based on each project condition
such as scale, specification and construction period.

(@ Effect on consolidated financial statements for the following fiscal year.

Key assumptions expect to have an effect on the amount of net sales involving
complete construction contracts for each reporting period due to uncertainty in
estimates. The amount of net sales involving completed construction contracts in
the consolidated financial statements for the following fiscal year may fluctuate
when there are fluctuations in building material prices or labor cost, as key
assumptions of estimating total cost to complete construction project, which are
calculated based on each project condition such as scale specifications,
construction period.

6. Accounting Standards Issued but Not Yet Effective
Accounting Standard for Revenue Recognition

“Accounting Standard for Revenue Recognition” (Accounting Standards Board of Japan
(ASBJ) Statement No. 29, March 31, 2020)

“Implementation Guidance on Accounting Standard for Revenue Recognition”

(ASBJ Guidance No. 30, March 26, 2021)

(1) Overview

This is a comprehensive accounting standard for revenue recognition. Specifically, the
accounting standard establishes the following five-step model that will apply to revenue
from customers:

Step 1: Identify the contracts with a customer

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance obligations in the contract
Step 5: Recognize revenue when as the entity satisfies a performance obligation
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Notes to Consolidated Financial Statements (continued)

6. Accounting Standards Issued but Not Yet Effective (continued)
(2) Scheduled date of application

The Group expect to adopt the accounting standards effective from the beginning of the
year ending March 31, 2022.

(3) Impact of the application of the accounting standards, etc.

Regarding the adoption of Accounting Standard for Revenue Recognition, in
accordance with the transitional treatment set forth in the proviso of Section 84 of the
“Accounting Standard for Revenue Recognition,” the cumulative impact of
retroactively applying the new accounting policy to the fiscal years prior to the year
ending March 31, 2022 is reflected in retained earnings at the beginning of the year
ending March 31, 2022 and the new accounting policy is applied starting with the
balance at the beginning of the year ending in March 31, 2022

The effect on retained earnings at the beginning of the year ending in March 31, 2022
will be immaterial.

Accounting Standard for Fair Value Measurement and Related Implementation Guidance
“Accounting Standard for Fair Value Measurement” (ASBJ Statement No. 30, July 4, 2019)
“Implementation Guidance on Accounting Standard for Fair Value Measurement” (ASBJ
Guidance No. 31, July 4, 2019)

“Accounting Standard for Measurement of Inventories” (ASBJ Statement No. 9, July 4,
2019)

“Accounting Standard for Financial Instruments” (ASBJ Statement No. 10, July 4, 2019)
“Implementation Guidance on Disclosures about Fair Value of Financial Instruments”
(ASBJ Guidance No. 19, March 31, 2020)

(1) Overview

The ASBJ has developed an “Accounting Standard for Fair Value Measurement” and
“Implementation Guidance on Accounting Standard for Fair Value Measurement”
(hereinafter collectively, the “Fair Value Measurement Standard”), which provide
guidance for fair value measurement in order to improve comparability with
international accounting standards. The Fair Value Measurement Standard is applied
with respect to the fair value of the following items;

Financial instruments defined in “Accounting Standard for Financial Instruments”
Inventories held for trading purposes defined in “Accounting Standard for
Measurement of Inventories”

In addition, the “Implementation Guidance on Disclosures about Fair Value of Financial
Instruments” has been revised, and it requires the disclosure of a breakdown of the fair
value of financial instruments by level in the notes to the consolidated financial
statements.
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Notes to Consolidated Financial Statements (continued)

6. Accounting Standards Issued but Not Yet Effective (continued)
(2) Scheduled date of application

The Group expect to adopt the accounting standards effective from the beginning of the
year ending March 31, 2022

(3) Impact of the application of the accounting standards, etc.

The impact was being evaluated at the time of preparation of these consolidated
financial statements.

7. Changes in Presentation

Application of “Accounting Standard for Disclosure of Accounting Estimates”

The Group adopted the “Accounting Standard for Disclosure of Accounting Estimates”
(ASBJ Statement No. 31, March 31, 2020) from the year ended March 31, 2021 and
significant accounting estimates are disclosed in Note 5 to the consolidated financial
statements. However, comparative information for the previous fiscal year has not been
disclosed in accordance with the transitional treatment set forth in the proviso of Section 11
of the standard.

8. Additional Information
(Accounting estimates following the COVID-19 pandemic)

There are no significant changes from the previous fiscal year regarding the impact of
COVID-19 on the consolidated financial statements for the year ended March 31, 2021.
However, the sales order plan for construction projects has been prepared based on the
assumptions that domestic and overseas economic activities will recover from the impact of
COVID-19 outbreak around the second half of the year ending March 31, 2022 because
there are indications of improvements regarding concerns about capital investment due to
domestic and overseas economic slowdown. The Group assess the recoverability of
deferred tax assets at the end of reporting period based on the assumptions that impacts of
COVID-19 outbreak still remain on new construction projects in the plan to some extent.

(Adoption of Accounting Standard for Accounting Policy Disclosures, Accounting Changes
and Error Corrections)

The Company adopted the revised accounting standard “Accounting Standard for
Accounting Policy Disclosures, Accounting Changes and Error Corrections” (ASBJ
Statement No.24, March 31, 2020) from the end of the fiscal year ended March 31, 2021
and disclosed the applicable accounting principles and procedures in cases where directly
relevant accounting standards are not available.
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Asanuma Corporation

Notes to Consolidated Financial Statements (continued)

9. Cash and Cash Equivalents

A reconciliation of cash and deposits in the accompanying consolidated balance sheets at
March 31, 2021 and 2020 and cash and cash equivalents in the accompanying consolidated
statements of cash flows for the years then ended are as follows:

Thousands of
Millions of yen U.S. dollars
At March 31,
2021 2020 2021
Cash and cash deposits ¥ 15,761 ¥ 29,778 $ 142,363
Cash and cash equivalents ¥ 15,761 ¥ 29,778 $ 142,363

10. Loss on Impairment of Property and Equipment

Loss on impairment of property and equipment for the years ended March 31, 2021 and
2020 are as follows:

Thousands of
Millions of yen  U.S. dollars

Location Main use Class 2021
Leased
Saitama Prefecture properties Land ¥ 88 $795

Millions of yen

Location Main use Class 2020
Guam territory in Machinery and
the United States Idle assets equipment ¥13

The Group principally group the assets in association with the business operations at each
regional office whereas leased properties and idle assets are grouped individually and fixed
assets of its consolidated subsidiaries and investments for which the equity method is
applied are grouped per subsidiary or investment

Carrying value of land for leased properties were written down to recoverable amounts and
the write down amounts were recognized ¥88 million ($795 thousand) in impairment loss
because investment amounts were no longer expected to be recovered due to a decrease in
profitability for the year ended March 31, 2021. The recoverable amount is measured at
net selling value which was reasonably estimated based on the appraisal vale calculated by
road price rating method under the Japanese inheritance tax law
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Notes to Consolidated Financial Statements (continued)

10. Loss on Impairment of Property and Equipment (continued)

For the year ended March 31, 2020, as a result of considering future use for the above assets
that have been grouped as idle assets, it was determined that they were unlikely to be used
and it would be difficult to sell or divert them to other uses. Therefore, the Company wrote
down the carrying value of these assets to the memorandum value and recognized losses on
impairment of property and equipment of ¥13 million. The recoverable amounts were
measured at net selling value based on estimated sales value.

11. Investments in Securities

At March 31, 2021 and 2020, marketable securities classified as held-to-maturity debt
securities are as follows:

Millions of yen
2021 2020
Carrying Estimated Unrealized Carrying Estimated Unrealized
value fair value Gain value fair value gain
Held-to-maturity debt
securities whose
estimated fair value
exceeds their carrying
value:
Government and
¥ 15 ¥15 ¥0 ¥16 ¥ 16 ¥0

Thousands of U.S. dollars

2021
Carrying Estimated Unrealized
value fair value Gain
Held-to-maturity debt

securities whose

estimated fair value

exceeds their carrying

value:

Government and
municipal bonds $ 135 $135 $0

$ 135 $135 $0
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Notes to Consolidated Financial Statements (continued)

11. Investments in Securities (continued)

At March 31, 2021 and 2020, marketable securities classified as other securities are as
follows:

Millions of yen
2021 2020
Carrying  Acquisition Unrealized  Carrying  Acquisition Unrealized
value costs gain value costs gain (loss)

Other securities whose
carrying value exceeds
their acquisition costs:
Equity securities ¥5,431 ¥ 2,631 ¥ 2,800 ¥ 5747 ¥ 2,436 ¥ 3,311

Other securities whose
carrying value does not
exceed their acquisition
costs:
Equity securities 126 126 - 1,153 1,357 (204)

¥ 5,557 ¥ 2,757 ¥ 2,800 ¥ 6,900 ¥ 3,793 ¥ 3,107

Thousands of U.S. dollars

2021
Carrying  Acquisition Unrealized
value costs gain

Other securities whose
carrying value exceeds
their acquisition costs:

Equity securities $ 49,056 $ 23,765 $ 25,291
Other securities whose
carrying value does not
exceed their acquisition
costs:
Equity securities 1,138 1,138 -
$50,195  $ 24,903 $ 25,291

The proceeds from sales of, and gross realized gain on investments in securities for the year
ended March 31, 2021 and 2020 are summarized as follows:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
Proceeds from sales ¥ 1,962 ¥139 $17,722
Gross realized gain 998 91 9,014

Refer to Note 20 “Financial Instruments” for the redemption schedule at March 31, 2021
for held-to-maturity debt securities.
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Notes to Consolidated Financial Statements (continued)

11. Investments in Securities (continued)

For the year ended March 31, 2021, the Company has recognized loss on impairment of
equity securities classified as other securities of ¥58 million ($524 thousand).

The Group recognize loss on impairment of marketable securities classified as other
securities if the market value of a security at year end declines by more than 30% compared
with its carrying value.

12. Short-Term Bank Loans and Long-Term Debt

Short-term bank loans had average interest rates of 0.99% and 1.00% at March 31, 2021
and 2020, respectively.

Long-term debt at March 31, 2021 and 2020 are summarized as follows:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021

Unsecured loans due through 2034 at rates ranging

from 1.12% to 1.58% ¥ 5,034 ¥ 39 $ 45,470
Secured loans due through 2034 at rates ranging

from 0.33% to 1.40% 2,882 8,215 26,032
1.37% unsecured bond due March 31, 2025 650 650 5,871
0.84% unsecured bond due July 25, 2025 600 600 5,420
0.81% unsecured bond due September 10, 2024 390 390 3,523
Total 9,556 9,894 86,316
Less current portion included in current liabilities (337) (338) (3,044)

¥ 9,219 ¥ 9,556 $ 83,272

The aggregate annual maturities of long-term debt subsequent to March 31, 2021 are
summarized as follows:

Thousands of
Years ending March 31, Millions of yen U.S. dollars

2022 ¥ 337 $ 3,044
2023 1,047 9,457
2024 348 3,143
2025 5,666 51,179
2026 and thereafter 2,158 19,493

¥ 9,556 $ 86,316
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Notes to Consolidated Financial Statements (continued)

12. Short-Term Bank Loans and Long-Term Debt (continued)

Assets pledged at March 31, 2021 and 2020 as collateral for lines of credit of the Company
are summarized as follows:

Thousands of

Millions of yen U.S. dollars
2021 2020 2021
Buildings and structures ¥ 598 ¥ 620 $ 5,402
Land 890 957 8,039
Investments in securities - 4,883 -
¥ 1,488 ¥ 6,460 $ 13,441

All assets of the consolidated subsidiaries engaged in the Private Finance Initiative business
were pledged as collateral for their loans under the project finance agreements. Assets
pledged at March 31, 2021 and 2020 amounted to ¥3,357 million ($30,322 thousand) and
¥3,701 million as collateral for loans of ¥2,882 million ($26,032 thousand) and ¥3,215
million, respectively.

Assets of the Company pledged at March 31, 2021 and 2020 as collateral for loans of
affiliates engaged in the PFI business are summarized as follows:

Thousands of

Millions of yen U.S. dollars
2021 2020 2021
Investments in securities ¥ 103 ¥ 96 $ 930
Long-term loans receivable 102 102 921
¥ 205 ¥ 198 $1,851

In order to achieve more efficient financing, the Company has concluded line-of-credit
agreements with certain financial institutions. The status of these lines of credit at March
31,2021 and 2020 are as follows:

Thousands of

Millions of yen U.S. dollars
2021 2020 2021
Lines of credit ¥ 10,000 ¥ 10,000 $ 90,326
Credit utilized - — -
Available credit ¥ 10,000 ¥ 10,000 $ 90,326
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Notes to Consolidated Financial Statements (continued)

13. Income Taxes

Income taxes applicable to the Company and its consolidated subsidiaries comprise
corporation, inhabitants’ and enterprise taxes which, in the aggregate, resulted in a statutory

tax rate of approximately 30.4% for the years ended March 31, 2021 and 2020.

A reconciliation of the statutory tax rate and the effective tax rates for the years ended March
31,2021 and 2020 as a percentage of profit before income taxes are summarized as follows:

2021 2020
Statutory tax rate 30.4% 30.4%
Permanently non-tax-deductible expenses 0.8 1.5
Permanently non-taxable income (0.1) (0.1)
Per capita portion of inhabitants’ taxes 2.0 1.8
Tax credit for corporation tax (1.1) (0.8)
Valuation allowance 0.2) 0.3
Other 0.1 0.5
Effective tax rates 31.9% 33.6%
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Notes to Consolidated Financial Statements (continued)

13. Income Taxes (continued)

The significant components of deferred tax assets and liabilities of the Company and its
consolidated subsidiaries at March 31, 2021 and 2020 are summarized as follows:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
Deferred tax assets:
Allowance for doubtful accounts ¥ 217 ¥ 215 $ 1,960
Provision for compensation for
completed construction 165 179 1,490
Loss on devaluation of inventories 23 22 208
Provision for loss on construction
contracts 36 65 325
Liability for retirement benefits 1,059 1,255 9,566
Loss on impairment of property and
equipment 481 459 4,345
Loss on valuation of investments in
securities 35 45 316
Tax loss carryforwards - 7 -
Other 816 772 7,370
Gross deferred tax assets 2,832 3,019 25,580
Less valuation allowance (898) (011) (8,111)
Total deferred tax assets 1,934 2,108 17,469
Deferred tax liabilities:
Unrealized holding gain on investments
in securities (841) (914) (7,597)
Deferred capital gains on property 27 (129) (1,147)
Other @) 2 (18)
Total deferred tax liabilities (970) (1,045) (8,762)
Net deferred tax assets ¥ 964 ¥ 1,063 $ 8707
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Notes to Consolidated Financial Statements (continued)

14. Retirement Benefits

1.

Outline of retirement benefits for employees

The Company has funded or unfunded defined benefit pension plans and defined
contribution plans in order to allocate for employees’ retirement benefits. In addition
to these retirement benefit plans, the Company may pay additional retirement benefits
when employees retire. All employees of Asanuma Tatemono K.K., a consolidated
subsidiary of the Company, have been composed of secondees from the Company,
consequently, the retirement benefit plan of Asanuma Tatemono K.K. is incorporated
in those of the Company. The other consolidated subsidiaries do not have any retirement
pension plans.

Under the defined benefit plans, the Company pays lump-sum or pension payments, the
amounts of which are determined by reference to employees’ ranks and length of
service.

Defined benefit plans

(1) The changes in retirement benefit obligation for the years ended March 31, 2021
and 2020 are as follows:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
Balance at the beginning of the year ¥10,453 ¥ 10,708 $ 94,418
Service cost 377 384 3,405
Interest cost 106 105 958
Actuarial loss (gain) 101 (164) 912
Benefit paid (554) (580) (5,004)
Balance at the end of the year ¥10,483 ¥10,453 $ 94,689
(2) The changes in plan assets for the years ended March 31, 2021 and 2020 are as
follows:
Thousands of
Millions of yen U.S. dollars
2021 2020 2021

Balance at the beginning of the year ¥ 6,328 ¥ 6,365 $57,158
Expected return on plan assets 126 127 1,138
Actuarial gain (loss) 258 (235) 2,330
Contributions by the employer 675 459 6,097
Benefit paid 387) (88) (3,495)
Balance at the end of the year ¥ 7,000 ¥ 6,328 $ 63,228
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Notes to Consolidated Financial Statements (continued)

14. Retirement Benefits (continued)
2. Defined benefit plans (continued)

(3) The following table sets forth the funded status of the plans and the amounts
recognized in the consolidated balance sheets as of March 31, 2021 and 2020 for
the Company’s and the consolidated subsidiary’s defined benefit plans:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
Funded retirement benefit obligation ¥ 5,978 ¥ 6,047 $ 53,997
Plan assets at fair value (7,000) (6,328) (63,228)
(1,022) (281) (9,231)
Unfunded retirement benefit obligation 4,505 4,406 40,692
Net assets and liabilities recognized on
¥ 3,483 ¥ 4,125 $ 31,461

the consolidated balance sheet

(4) The components of retirement benefit expense for the years ended March 31, 2021
and 2020 are as follows:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
Service cost ¥ 377 ¥ 384 $ 3,405
Interest cost 106 105 957
Expected return on plan assets (127) (127) (1,147)
Amortization of actuarial gain (loss) 201 (26) 1,816
Retirement benefit expense ¥ 557 ¥ 336 $ 5,031

(5) The components of retirement benefits liability and asset adjustments included in
other comprehensive income (before tax effect) for the years ended March 31, 2021
and 2020 are as follows:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
Actuarial gain (loss) ¥ 357 ¥97) $ 3,225
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Notes to Consolidated Financial Statements (continued)

14. Retirement Benefits (continued)

2. Defined benefit plans (continued)

(6)

(7)

(8)

The components of retirement benefits liability and asset adjustments included in
accumulated other comprehensive income (before tax effect) as of March 31, 2021
and 2020 are as follows:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
Unrecognized actuarial gain ¥ 162 ¥519 $ 1,463

The fair value of plan assets, by major category, as a percentage of total plan assets
as of March 31, 2021 and 2020 are as follows:

2021 2020
Debt securities 82% 86%
Equity securities 17 12
Cash and cash deposits 1 2
Total 100% 100%

The expected long-term rate of return on plan assets is determined as a result of
consideration of both the portfolio allocation at present and in the future, and the
expected long-term rate of return from multiple plan assets at present and in the
future.

The assumptions used in accounting for the defined benefit plans are as follows:

2021 2020

Discount rate 1.0% 1.0%
Expected long-term rate of return on

plan assets 2.0% 2.0%

Estimated rate of salary increase 9.1% 9.1%

(Note) Estimated rate of salary increase is an expected rate of the increase of the
retirement benefit points.
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Notes to Consolidated Financial Statements (continued)

14. Retirement Benefits (continued)
3. Defined contribution pension plan

Information on contributions to the defined contribution pension plan for the years
ended March 31, 2021 and 2020 are as follows:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
Contributions to the defined
contribution pension plan ¥ 162 ¥165 $1,463

15. Asset Retirement Obligations

The Company estimates the cost of restoration obligations based on property lease
agreements of the headquarters in Osaka and Tokyo office. As the cost of the restoration
obligations is immaterial, the information on asset retirement obligations is omitted.

Regarding certain restoration obligations, the Company estimated non-recoverable amounts
of deposits for those premises and charged the portion attributable to the years ended March
31, 2021 and 2020, instead of recording asset retirement obligations.

16. Shareholders’ Equity

The Companies Act (the “Act”) provides that an amount equal to 10% of the amount to be
disbursed as distributions of capital surplus (other than the capital reserve) and retained
earnings (other than the legal reserve) be transferred to the capital reserve and the legal
reserve, respectively, until the sum of the capital reserve and the legal reserve equals 25%
of the capital stock account. Such distributions can be made at any time by resolution of
the shareholders, or by the Board of Directors if certain conditions are met.

Under the Act, upon the issuance and sale of new shares of common stock, the entire amount
of the proceeds is required to be accounted for as common stock, although a company may,
by resolution of the Board of Directors, account for an amount not exceeding one-half of
the proceeds of the sale of new shares as additional paid-in capital included in capital surplus.
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16. Shareholders’ Equity (continued)

Movements in shares of common stock in issue and treasury stock during the years ended
March 31, 2021 and 2020 are summarized as follows:

Number of shares

2021
April 1, 2020 Increase Decrease March 31, 2021
Shares of
common stock
in issue 8,078,629 - - 8,078,629
Treasury stock 20,321 1,572 - 21,893

The increase in treasury stock of 1,572 was due to the acquisition of fractional shares of less
than one unit.

Number of shares

2020
April 1,2019 Increase Decrease March 31, 2020
Shares of
common stock
in issue 8,508,629 - 430,000 8,078,629
Treasury stock 446,382 3,979 430,040 20,321

The decrease in shares of common stock of 430,000 resulted from the cancellation of
treasury stock on May 31, 2019

The increase in treasury stock of 3,979 was due to the acquisition of fractional shares of less
than one unit. The decrease in treasury stock of 40 shares was due to the sales of fractional
shares of less than one unit. The decrease in treasury stock of 430,000 shares was due to
the cancellation of treasury stock on May 31, 2019.

17. Provision for Loss on Construction Contracts

Provision for loss on construction contracts included in cost of sales for the years ended
March 31, 2021 and 2020 amounted to ¥119 million ($1,075 thousand) and ¥214 million,
respectively.

Costs on uncompleted construction contracts” for which a construction loss is anticipated
and “Provision for loss on construction contracts” are presented without being offset. The
amounts of “Costs on uncompleted construction contracts,” for which a construction loss is
anticipated, corresponding to provision for loss on construction contracts were nil and ¥51
million for the years ended March 31, 2021 and 2020, respectively.

34



Asanuma Corporation

Notes to Consolidated Financial Statements (continued)

18. Research and Development Costs

Research and development costs included in selling, general and administrative expenses
for the years ended March 31, 2021 and 2020 amounted to ¥489 million ($4,417 thousand)

and ¥407 million, respectively.

19. Other Comprehensive Income

The following table presents reclassification adjustments and tax effects allocated to
components of other comprehensive income for the years ended March 31, 2021 and 2020:

Net unrealized holding gain (loss) on
investments in securities:
Amount arising during the year
Reclassification adjustments for loss
realized in the statement of income
Before tax effect
Tax effect
Net unrealized holding l0ss on investments in
securities, net
Foreign currency translation adjustments, net
Retirement benefits liability adjustments:
Amount arising during the year
Reclassification adjustments for gain (loss)
realized in the statement of income
Before tax effect
Tax effect
Retirement benefits liability adjustments, net
Total other comprehensive income

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
¥ 612 ¥ (1,555) $ 5,528
921) (75) (8,319)
309) (1,630) (2,791)
72 492 650
(237) (1,138) (2,141)
(19) 1 (172)
157 (88) 1,418
201 9) 1,816
358 97) 3,234
(109) 29 (985)
249 (68) 2,249
¥ (7 ¥ (1,205) $ (64)
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Notes to Consolidated Financial Statements (continued)

Financial Instruments
Policy for financial instruments

The Group manage their funds by investing only in short-term deposits, and primarily
raise funds by borrowings from banks and issuing bonds. The purpose of entering into
derivative transactions is to mitigate fluctuation risk related to interest rates with respect
to borrowings from banks, and derivative transactions are not carried out for speculative
purposes.

Types of financial instruments, related risk and risk management for financial
instruments

Notes receivable and accounts receivable on completed construction contracts are
subject to the credit risk of customers. Regarding this risk, the Group monitor due
dates and outstanding balances by individual customer, and the credit worthiness of
their main customers regularly.

Investments in securities are mainly composed of stocks and are exposed to fluctuation
risk of market prices and the Group review the fair values of such listed stocks every
quarter.

Notes payable, accounts payable on construction contracts and other accounts payable
are mostly due within one year.

Short-term bank loans, long-term debt and bonds are mainly utilized for business
operations. Certain long-term debt is hedged by derivative transactions (interest rate
swaps) as a hedging instrument per individual agreement in order to reduce fluctuation
risk of interest rate and fix interest expense.

In addition, the Company follows internal policies which include authorized procedures
and processes governing derivatives within the actual demand.

36



Asanuma Corporation

Notes to Consolidated Financial Statements (continued)

20. Financial Instruments (continued)
(3) Supplementary explanation of fair value of financial instruments

The fair value of financial instruments is based on their quoted market price, if available.
When there is no quoted market price available, fair value is reasonably estimated.
Since various assumption factors are reflected in estimating the fair value, different
premises and factors could result in a different fair value.

The carrying value, estimated fair value and the difference between them as of March
31, 2021 and 2020 are as follows. Financial instruments for which fair value is
deemed extremely difficult to determine are not included.

Millions of yen
2021
Estimated fair
Carrying value value Difference
Cash and cash deposits ¥ 15,761 ¥ 15,761 ¥ -
Notes receivable and accounts
receivable on completed
construction contracts 51,361 51,472 111
Accounts receivable-other 7,113 7,113 -
Investments in securities 5,572 5,572 0
Total assets ¥ 79,807 ¥79,918 ¥ 111
Notes payable and accounts
payable on construction contracts ¥15,423 ¥15,423 Y -
Short-term bank loans and current
portion of long-term debt 1,807 1,807 -
Long-term debt:
Bonds 1,640 1,617 (23)
Long-term loans 7,579 7,591 12
Total liabilities ¥26,449 ¥26,438 ¥ (11)
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20. Financial Instruments (continued)

(3) Supplementary explanation of fair value of financial instruments (continued)

Cash and cash deposits

Notes receivable and accounts
receivable on completed
construction contracts

Investments in securities

Total assets

Notes payable and accounts
payable on construction contracts
Short-term bank loans and current
portion of long-term debt
Long-term debt:
Bonds

Long-term loans
Total liabilities

Cash and cash deposits

Notes receivable and accounts
receivable on completed
construction contracts

Accounts receivable-other

Investments in securities

Total assets

Notes payable and accounts
payable on construction contracts
Short-term bank loans and current
portion of long-term debt
Long-term debt:
Bonds

Long-term loans
Total liabilities

Millions of yen
2020
Estimated fair
Carrying value value Difference
¥ 29,778 ¥ 29,778 ¥ -
52,092 52,240 148
6,916 6,916 0
¥ 88,786 ¥ 88,934 ¥ 148
¥ 26,988 ¥ 26,988 ¥ -
1,808 1,808 —
1,640 1,624 (16)
7,916 7,932 16
¥ 38,352 ¥ 38,352 ¥ 0
Thousands of U.S. dollars
2021
Estimated fair
Carrying value value Difference
$142,363 $ 142,363 $ -
463,924 464,926 1,002
64,249 64,249 -
50,330 50,330 0
$ 720,866 $ 721,868 $ 1,002
$139,310 $ 139,310 $ -
16,322 16,322 -
14,814 14,606 (208)
68,458 68,567 109
$ 238,904 $ 238,805 $ (99)
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20. Financial Instruments (continued)
(3) Supplementary explanation of fair value of financial instruments (continued)

Methods to determine the estimated fair value of financial instruments and other matters
related to securities and derivative transactions:

Cash and cash deposits and Accounts receivable-other

Since these items are settled in a short period of time, their carrying values approximate
the fair value.

Notes receivable and accounts receivable on completed construction contracts

The estimated fair value of notes receivable and accounts receivable on completed
construction contracts are based on the present value discounted by the interest rates in
considering the collection term of each receivable and each credit risk.

Investments in securities

The estimated fair values of equity securities are based on quoted market prices. The
estimated fair value of debt securities is based on prices provided by the financial
institutions.

Notes payable, accounts payable on construction contracts and short-term bank loans

Since these items are settled in a short period of time, their carrying values approximate
the fair value.

Bonds

The estimated fair value of bonds issued by the Company is based on present value
determined by discounting the principal and interest amount with the interest rate
expected in the case of a new bond issuance.

Long-term debt

The estimated fair values of long-term debt are based on present value determined by
discounting the principal and interest amount with the interest rate expected case of
new bond issuance.
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20. Financial Instruments (continued)
(3) Supplementary explanation of fair value of financial instruments (continued)

Financial instruments for which it is extremely difficult to determine the fair value:

Unlisted equity securities of ¥824 million ($7,443 thousand) and ¥820 million included
in “Investments in securities” and “Investments in an unconsolidated subsidiary and
affiliates” in the consolidated balance sheets at March 31, 2021 and 2020, respectively,
are based neither on market value nor estimated future cash flow, and it is difficult to
determine the estimated fair value. Therefore, they are not included in the above table.

The redemption schedule for cash deposits, receivables and marketable securities with
maturity dates at March 31, 2021 are summarized as follows:

Millions of yen
Over 1 year Over 5 years
Within 1 year within 5 years within 10 years
Cash deposits ¥ 15,756 ¥ - ¥ -
Notes receivable and accounts
receivable on completed
construction contracts 48,793 1,375 1,193
Investments in securities:
Held-to-maturity debt securities - 15 -
Total ¥ 64,549 ¥ 1,390 ¥ 1,193
Thousands of U.S. dollars
Over 1 year Over 5 years
Within 1 year within 5 years within 10 years
Cash deposits $ 142,318 $ - $ -
Notes receivable and accounts
receivable on completed
construction contracts 440,727 12,421 10,776
Investments in securities:
Held-to-maturity debt securities - 134 -
Total $ 583,045 $ 12,555 $ 10,776
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21. Amounts per Share

Amounts per share at March 31, 2021 and 2020 and for the years then ended are as follows:

Yen U.S. dollars
2021 2020 2021
Net assets ¥ 5,152.02 ¥ 4,855.25 $ 46.54
Profit attributable to owners of parent 513.55 533.47 4.64
Cash dividends 216.00 153.00 1.95

Information used in the computation of profit attributable to owners of parent per share for
the years ended March 31, 2021 and 2020 are presented as follows:

Thousands of
Millions of yen U.S. dollars
2021 2020 2021
Profit attributable to owners of parent ¥ 4,138 ¥ 4,300 $ 37,377
Profit not attributable to common
shareholders - - -
Profit attributable to owners of parent
applicable to common shareholders ¥ 4,138 ¥ 4,300 $ 37,377
Thousands of shares
2021 2020
Weighted-average number of shares of
common stock used in the calculation 8,057 8,061

Net assets per share are computed based on the net assets and the number of shares of
common stock outstanding at the year end.

Profit attributable to owners of parent per share is computed based on the profit attributable
to owners of parent available for distribution to shareholders of common stock and the
weighted average number of shares of common stock outstanding during the year.

Cash dividends per share represent the cash dividends proposed by the Board of Directors
as applicable to the respective years.
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Segment Information
Segment Information
Overview of reporting segments

The reporting segments of the Group is components for which discrete financial
information is available and whose operating results are regularly reviewed by the
Company’s Board of Directors to make decisions about resource allocation and assess
their performance.

The Group mainly operate in the construction business and have two reporting
segments, which are the Building Construction Segment and the Civil Engineering
Segment.

Method of calculating sales and income in reporting segments

The method of accounting for reporting segments is, in principle, the same as stated in
Note 4 “Summary of Significant Accounting Policies.” The income of reporting
segments is calculated on the basis of operating income. Intersegment sales are recorded

based on current market prices.

Millions of yen

2021
Reporting Segments
Building Civil
Construction Engineering Total Others Sub total  Adjustments Total
Net sales and income:
Sales to third parties ¥ 110,146 ¥ 27,701 ¥137,847 ¥1,088 ¥138,935 ¥ - ¥138,935
Intersegment sales - - - 5 5 (5) -
Net sales 110,146 27,701 137,847 1,093 138,940 (5) 138,935
Segment income ¥ 10,967 ¥ 2,614 ¥ 13,581 ¥ 143 ¥ 13,724 ¥ (8,433) ¥ 5291
Millions of yen
2020
Reporting Segments
Building Civil
Construction Engineering Total Others Sub total  Adjustments Total
Net sales and income:
Sales to third parties ¥116,575 ¥ 23,459 ¥ 140,034 ¥1,438 ¥ 141,472 ¥ - ¥141,472
Intersegment sales - - - 5 5 (5) -
Net sales 116,575 23,459 140,034 1,443 141,477 (5) 141,472
Segment income ¥ 11,984 ¥ 2,308 ¥ 14,292 ¥ 159 ¥ 14,451 ¥ (7,850) ¥ 6,601
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Segment Information (continued)
Segment Information (continued)

Method of calculating sales and income in reporting segments (continued)

Thousands of U.S. dollars

2021
Reporting Segments
Building Civil
Construction Engineering Total Others Sub total  Adjustments Total

Net sales and income:

Sales to third parties $ 994,906 $ 250,212 $1,245118 $9,827 $1,254945 $ - $1,254,945

Intersegment sales - - - 46 46 (46) -

Net sales 994,906 250,212 1,245,118 9,873 1,254,991 (46) 1,254,945
Segment income $ 99,061 $ 23,611 $ 122672 $1,292 $ 123964 $(76,173) $ 47,791

(1)

2)

“Others” is a business segment which is not included in the reporting segments and
includes real estate and other businesses.

Adjustments for segment income in the amounts of ¥8,433 million ($76,173 thousand)
and ¥7,850 million for the years ended March 31, 2021 and 2020 include eliminations
of intersegment transactions of ¥1 million ($9 thousand) and ¥2 million and corporate
expenses of ¥8,432 million ($76,164 thousand) and ¥7,848 million recorded as selling,
general and administrative expenses not attributable to any business segments,
respectively.

The total amount of segment income is adjusted to operating income on the
consolidated statement of income.

Assets, liabilities and others are not allocated to business segments.
Related information
Information by products and services

Disclosure of information by products and services for the years ended March 31, 2021
and 2020 has been omitted as the Company classifies such information in the same way
as it does its reporting segments.

Information by geographical segment

Disclosure of sales and property and equipment by geographical area for the years
ended and as of March 31, 2021 and 2020 has been omitted as sales to domestic
customers were in excess of 90% of consolidated net sales, and the balance of property
and equipment in Japan was in excess of 90% of consolidated property and equipment.
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22. Segment Information (continued)
b. Related information (continued)
(3) Information by major customers

Disclosure of information by major customers for years ended March 31, 2021 and
2020 has been omitted as sales to each customer were less than 10% of consolidated
net sales.

c. Loss on impairment of property and equipment by reporting segment

Millions of yen
2021
Reporting Segments
Elimination
Building Civil and
Construction  Engineering Total Other corporate Total
Loss on impairment
of property and
equipment ¥— ¥— ¥— ¥ 88 ¥- ¥ 88
Millions of yen
2020
Reporting Segments
Elimination
Building Civil and
Construction  Engineering Total Other corporate Total
Loss on impairment
of property and
equipment ¥13 ¥ ¥13 ¥ ¥ ¥13
Thousands of U.S. dollars
2021
Reporting Segments
Elimination
Building Civil and
Construction  Engineering Total Other corporate Total
Loss on impairment
of property and
equipment $- $- $- $ 795 $- $ 795

d. Information on amortization of goodwill and remaining unamortized balance

Goodwill is not allocated to reporting segments. Amortization of goodwill was ¥27
million ($244 thousand) and ¥28 million as at March 31, 2021 and 2020, respectively.
Remaining unamortized balance included in “Intangible assets” was ¥136 million
($1,228 thousand) and ¥170 million as at March 31, 2021 and 2020, respectively.
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23. Subsequent Events

1.

Appropriation of retained earnings

The following distribution of retained earnings of the Company, which has not been
reflected in the accompanying consolidated financial statements for the year ended
March 31, 2021, was approved at the annual general meeting of the shareholders of the
Company held on June 25, 2021.

Thousands of
Millions of yen U.S. dollars
Cash dividends of ¥257 ($2.32) per share ¥ 2,071 $ 18,707
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