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Consolidated Balance Sheets
As of March 31, 2023 and 2024
Millions of yen
March 31,
2023 2024
ASSETS
Current Assets:
Cash in hand and in Banks .........c.cccceeviinieneenieenienieneeeeeeeeeeeeieens ¥ 26,132 ¥ 26,326
Notes and accounts receivable.........c.cccooeeviiniiniienieniienienneeeeen. 12,662 13,329
SECUTTEIES ..ottt et ettt et e tesae e e e besaeeneenees 28 —
Real estate fOr SALe .........cccueevieciiecieeieecieeeeeeeece e 3,230 3,288
Costs on construction contracts in Progress.........cooveveereerceeneenns 1,119 100
Cost of uncompleted development Projects........coceevveevveesveeveenen. 50 763
BN 11 0) 0 L T PSS 405 247
Other CUITENT ASSEES....c.eecieiieeiieieeteeiteecteeereesreeseesseereeseaeesesseenneas 1,346 1,247
Less: allowance for doubtful accounts.............cceeeecveveeiecveriesennnnns (14) (30)
Total CUITENt ASSELS....uieciierieieeiieiiereeeeecte et ere e eve e sae s 44,960 45,272
Non-current Assets:
Tangible Fixed Assets:
Buildings and StruCtUres.........ccceecvervieeniieneenieneeneeniesveseeeinenn 16,675 17,032
Machinery and eqUIPIENt ...........cooveevveerienienienienienieeieeeeeae 3,068 3,163
Tools, furniture and fiXtures ...........cccceeeeevierieeceesceeeie e, 3,149 3,181
GOIE COUISE ....ovvenreiieiieieeteeteteste et et e saeeseessenseeseeneensesseeseensensennens 770 770
LaNd ..ottt eneas 10,073 10,073
COoNStIUCEION IN PrOZIESS ....ccuveeeveeuiieieeieeieeiieesieesieenieessesaeesaeens — 4
Other NON-CUITENTt ASSELS .......eeveeiiirieeiieeieeireeireenreenreeseesseenseens 97 94
Less: accumulated depreciation ...........ccccceeeveeeeeeeceesveenennen. (13,706) (14,417)
Total tangible fixed asSSetS........coovveveereinierienieniesieeiennne. 20,129 19,902
Intangible fixed aSSETS .....ccceviirmiiriiniiriieieceeteeeeeee e 244 315
Investments:
Investment SECUTItIeS .........cceeeiiiiciiieiieeeee e 6,534 9,360
Long-term loans ...........cooeeeierieniiniiiieeeececeee e 54 43
Net defined benefit aSSet.......cccccvevieevieciieeiiieiecececeeeeee e 896 1,024
Deferred tax aSSEtS.......ceveririeriereeieiereseetete e ee e eneenees 18 16
Other INVESTMENTS .......cc.eeiiiiiieiie e e 1,954 1,922
Less: allowance for doubtful accounts..........ccccceeeevveerueenennen. 3D 27)
Total INVESTMENTS ......cooverieriiiiiiiieieeieeeceeeee e 9,426 12,338
Total NON-CUITENT ASSELS .....c.eeeveereereerieireeieeereesreeeeeesaeenes 29,801 32,556
TOLAL ASSEEUS ..ceeveeeeeeeiieeeeeeereeeeeeeeeeeeeeteeeeesesseeeeessseeesessaneessns ¥ 74,761 ¥ 77,829
The accompanying notes are an integral part of these statements.
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Consolidated Balance Sheets

As of March 31, 2023 and 2024

Millions of yen

March 31,
2023 2024
LIABILITIES
Current Liabilities:
Notes and accounts payable ...........c.cccovieiieeiiiiecieceeeee e ¥ 12568 ¥ 10,193
Electronically recorded obligations - operating...............cccccucu..... 8,065 7,391
Income taxes payable ..........cccooouiieoiiieieeee e 1,305 527
Advances received on construction contracts in progress........... 7,936 8,145
Advances received on uncompleted development business ........ 6 11
Accrued bonuses to EMPIOYEES .......cccveeveeeeeirieireerieeereesreeseeneeneenns 408 516
Accrued bonuses to directors and statutory auditors................... 54 60
ACCIUEd WAITANEY .....ccveeviiiieieecieeetieeeeseeeeeeiaeeveesaeeeseesseesseessaenseanns 65 485
Other current liabilities............ccccoeeiiiieiiiiieeecce e 1,667 2,158
Total current Habilities..........cccveererieeieniecieeie e cee e ereeene e 32,077 29,490
Non-current Liabilities:
Membership dePOSit........cccuiivieerieeiieeiiieieeceece e eveeaeene e 1,701 1,664
Deferred tax Habilities .......ccccoevviriieriieeiiiiiiciecieeieeseece et 1,029 1,874
Provision for 10SS on gUarantees ............cceeceeevereeeeieseneeeenienennens 753 753
Net defined benefit liability..........cccooeeiiiiiiieiiiie e, 62 68
Other non-current Habilities............cccevererierierienieieere e 275 284
Total non-current liabilities..........cccceveevierienienienieniecieeieee, 3,822 4,645
Total HADIIITIES ...cvvevereeeeieieieeiieieese et 35,899 34,135
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, 2023 and
6,836,853 shares as of March 31, 2024
Capital SUIPIUS ...c.eevviriiiieieieieesteetee ettt 3,188 3,188
Retained €arningS .........cceveereerienienieeieeieeieeie et 25,811 29,060
Treasury Shares..........ccoceeviiiiiriinieneeieeeeee et (2,554) (3,189)
Total shareholders’ equUity .........ccccvevveeverecieecieereeceeceecie e, 35,562 38,175
Accumulated Other Comprehensive Income:
Unrealized gain (loss) on available-for-sale securities.................. 2,132 4,107
Deferred gain (loss) on hedging derivatives...........ccccecceverereennene. () —
Foreign currency translation adjustment.............cccccecvevvierneeneennen. 581 757
Remeasurements of defined benefit plans...........ccccecevveencnncnnen. 42 93
Total accumulated other comprehensive income.................... 2,756 4,959
Non-controlling INTETeStS.........ccccoiiviieiiriiiiiiiiiiiiiieccecee e 543 558
TOtal NEt ASSELS ....vieeeeiieiiee ettt e e eae e et eeeae e e e e e eeaeeeas 38,861 43,693
Total liabilities and Net aSSELS.........covvueeeriiieciieeiieeeiee e ¥ 74,761 ¥ 77,829

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Income
For the years ended March 31, 2023 and 2024
Millions of yen
for the year ended March 31,
2023 2024
Net Sales:
CoNnStruction CONETACES .......cveeecuieeiiieeiie et eaee e e ¥ 81,803 ¥ 80,681
Real estate development and other................cccoooviieeiiiiiieeeiieenns 3,473 4,282
85,277 84,964
Cost of Sales:
CoNnStruction CONETACES ......ccveeeuieeiiieeiie et 73,536 71,987
Real estate development and other................cccoeoiieiiiiiiieeiineenns 2,207 2,484
75,743 74,471
GTOSS PLOFIL...cuiitiiiieeiecie ettt este e eereesteesaaeeseesaeessaesssesssessseenaeennennns 9,633 10,492
Selling, General and Administrative EXpenses.........c.cccecueevveevieeiueecuenne 5,602 5,688
OPErating INCOIMNE ......cc.eevueruiriiiieieetieierte ettt ettt te sttt steseesbeeaeeneenee 3,931 4,804
Non-operating Income (Expenses):
Interest and dividend iNCOME ...........ccceevueeciiiiienienienienieseeeeeene 167 199
Foreign exchange gains...........ccocceevieriinieiiiiiiinicceceesceeeee 229 45
Reversal of allowance for doubtful accounts.........c...cceceeeueenneee. 0 1
Surrender value of insurance poliCies ...........ccceevevreevreereeseenneenne. 32 37
INtETreSt EXPEIISES. ..coviiiiiiiieiiieieeieeie ettt 42) (32)
CommitmeNt fEE ........oouiiiiiiiiiiiiiieeeeee e ¥)) (17
Other, NEt ... ettt 57 34
4,358 5,073
Special Items:
Gain on sales of non-current assets .........cccceeveereereenienieneeneennns 0 4
Gain on sales of investment SeCurities .............ccccevcereeeriereneecnne. 40 —
Provision for 0SS 0N gUArantees ............cceeeeeeieriereeeesienieeeenennes (753) —
Loss on disposal of non-current assets...........cceeceereeriieriiencueniuenns ) )
Loss on valuation of investment SeCUrities..........cccceevvervuercuennenns — )
IMPairmMent LOSS .......coveeieiiiiiiiiieiiiieeeceeeeeese e (344) —
Income before income taxes.........ccceeeeeeeviieeeciieccieeeieeeee e 3,295 5,064
Income Taxes:
CUITEINE ..ottt ettt et eaeeaeeaesseeseeseessesseessessesseessensensesseeseaneas 1,600 1,217
DEfeITed.....c.eeieieeieeeeee e (319) (71
0 i | TSRS 2,014 3,918
Profit attributable to non-controlling interests...........ccccceceeeeveenercennee 26 15
Profit attributable to owners of parent.............ccccceeeveeveennenn. ¥ 1,988 ¥ 3902
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, 2023 and 2024

Millions of yen

for the year ended March 31,

2023 2024

0 i L SRR ¥ 2014 ¥ 3918
Other Comprehensive Income:

Unrealized gain (loss) on available-for-sale securities................ 312 1,975

Deferred gain (loss) on hedging derivatives..........ccccceeervevennenne. 39) 0

Foreign currency translation adjustment.............ccccoeceevviinnienninnns 344 177

Remeasurements of defined benefit plans...........ccccoeeveeiieriieeninnns (45) 51

Total other comprehensive INCOME ..........cccceevveevieriensierneenennnens 571 2,204
Comprehensive INCOME ...........ccueeiieiiiecieeeieceeeeeee e eee e eveesaeeae s 2,686 6,122
Comprehensive income attributable to:

OWNETS Of PATENL ......ccuviiiiiieeiiicieeceeeee et 2,509 6,105

Non-controlling iNterests...........coceecerreireeniiniienienieseeeieeieeieeee 28 17

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, 2023 and 2024

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, 2022..... 6836 9116 3188 24443 (1,91) 1,820 39 238 88 517 37501

Dividends of surplus....... — — — (619 — — — — — — (619
Profit attributable to

owners of parent.......... — — — 1988 — — — — — — 1988
Purchase of treasury

ShAres......ooovvvvvvvverrrrriennens — — — —  (603) — — — — —  (603)
Disposal of treasury

] 1F:) T — — (0) — 0 — — — — — 0
Net changes of

items other than

shareholders’ equity...... — — — — — 312 (39) 342 (45) 26 5%
Total changes of items

during period.................. — — 0) 1,368  (602) 312 (39) 342 (45) 26 1,360

Balance at March 31, 2023..... 6,836 9116 3,188 25811 (2,564) 2,132 0) 581 42 543 38,861

Balance at March 31, 2025...... 6,836 9116 3188 25811 (2,564) 2,132 0) 581 42 543 38861

Dividends of surplus....... — — —  (653) — — — — — —  (663)
Profit attributable to

owners of parent........... — — — 3902 — — — — — — 3902
Purchase of treasury

ShATES. .o — — — — (639 — — — — — (639
Disposal of treasury

] (FV (G — — 0 — 0 — — — — — 0
Net changes of

items other than

shareholders’ equity...... — — — — — 197 0 176 51 14 2217
Total changes of items

during period.................. — — 0 3248 (634 1975 0 176 51 14 4831

Balance at March 31, 2024..... 6,336 9,116 3,188 29,060 (3,189) 4,107 — 757 93 558 43,693

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, 2023 and 2024

Cash flows from operating activities:

Income before INCOME tAXES .........ccveiiiiiiiririiiiiieece et
Adjustments for:
Depreciation ...
Impairment 10ss.........ccccccueneee.
Interest and dividend income...
Interest expenses..........ccceeeenenne
Foreign exchange (gains) losses.........c..ccceu....
(Gain) loss on valuation of investment securities
(Gain) loss on sales of investment securities.
Gain on sales of non-current assets..............
Loss on disposal of non-current assets...........cccceeveeeennne
Increase (decrease) in net defined benefit asset and liability .
Increase (decrease) in accrued warranty ............cc.ceceeceeveenenee. .
Increase (decrease) in accrued bonuses to employees..........cccocveeeeeerenenenennens
Increase (decrease) in accrued bonuses to directors and statutory auditors .....
Increase (decrease) in allowance for doubtful accounts............cccceceeeverenenuenene
Increase (decrease) in provision for loss on guarantees...
(Increase) decrease in notes and accounts receivable.....................
(Increase) decrease in costs on construction contracts in progress.
(Increase) decrease in real estate for sale and inventories.............
(Increase) decrease in other current assets..............
Increase (decrease) in notes and accounts payable ...........ccccocecieniininencnencnnne
Increase (decrease) in advances received on construction contracts
I PTOGTESS ...cnvenvenvenienienieieiieiteiteieeeteteeee bttt e et et e saesaesaeee
Increase (decrease) in other current and non-current liabilities

Sub-total ......c.coceceveiririiennes
Interest and dividend income received.
Interest expenses paid ..........ccccecveeueene
Income taxes PaAId.......ccceevveeeererrieeiierierieeeese et

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

Cash flows from investing activities:

Payment into time deposSit.........ceeviriiiiiriiiriiieeeseeeeeeee e
Proceeds from withdrawal of time deposit........
Payments for purchase of tangible fixed assets ...
Proceeds from sale of tangible fixed assets..........
Payments for purchase of intangible fixed assets
Payments for purchase of investment securities..
Proceeds from sales of investment securities.......
Proceeds from redemption of investment securities..
Payments for loans.................... .
Proceeds from recovery of loans.
Payments of guarantee deposits..

Cash flows from financing activities:

Increase (decrease) in short-term borrowings ..........c.coceceevveeveienciinecninieninenene.
Purchase of treasury shares.............cccceceeuenneee.
Disposal of treasury shares ...
Cash dividends paid..........cccceevvevrievienieneeieneennenns

Cash dividends paid to non-controlling interests..

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

Cash and cash equivalents of beginning of year........... .
Cash and cash equivalents of end Of Year............cccceevierieiiieiiinieececeee e

Millions of yen

for the year ended March 31,

2023 2024
¥ 3295 ¥ 5,064
891 889
344 —
(167) (199)
42 32
(316) (145)
— 7
(40) =
() (€))
7 5
(54) (5D
18 420
85 107
2 6
) 13
753 —
2,785 (664)
(783) 305
(343) 101
344 140
6,625 (3,052)
3,912 209
(443) 471
20 70
16,975 3,727
167 199
(42) (32)
(581) (1,977)
16,520 1,917
(807) (457)
971 807
(372) (542)
0 4
(87 (116)
(61) ()
128 —
6 28
2 (€Y)
37 27
(230) (40)
181 36
(236) (254)
(4,000) —
(603) (634)
0 0
(619) (653)
(@) @)
(16) (16)
(5,241) (1,307
344 190
11,386 546
13,935 25,321
¥ 25321 ¥ 25368

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, 2024 (4 for 2023). The
consolidated financial statements in the fiscal year ended March 31, 2024 include the accounts of the Company
and 4 (4 for 2023) 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.........ccccooveevierriinvieniiennanns 99.5% owned
0 ASANT AGENCY INC....ovviniiiiiieiicicieeteeeceee 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 contracts 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, major
consideration for 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 costs on construction contracts 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) Provision for loss on guarantees

The Company prepares reasonable estimated amount of future losses to be incurred in relation to debt
guarantees, taking into account the financial position of the guaranteed company, etc.
() 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.

KITANO CONSTRUCTION CORP.




(m) Income taxes

The income taxes of the Company and its domestic subsidiaries consist of corporate income taxes, local
inhabitants’ taxes and enterprise taxes.

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

(n) Securities valuation

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

Available-for-sale securities are classified into two categories: (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.

(o) Hedge accounting

Gains or losses arising from changes in the fair value of the derivatives designated as “hedging instruments”
are deferred as an asset or liability and included in net profit or loss in the same period during which the gains
and losses on the hedged items or transactions are recognized.

The derivatives designated as hedging instruments by the Company are principally forward exchange
contracts. The related hedged items are finance for the overseas construction business. The Company is able to
fix future cash flows and mitigate the deterioration of income from the construction business due to yen
depreciation. The Company obtains management approval before making forward exchange contracts, and
subsequently the accounting department executes and controls the contract. Evaluation of effectiveness has been
omitted for forward exchange contracts because these are expected to completely offset cash-flow fluctuations
resulting from exchange rate fluctuations as the hedging instrument and the hedged item are in the same
currency.

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

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 years ended March 31, 2023 and 2024

Millions of yen
for the year ended March 31,
2023 2024
CONSIUCHION CONETTACES ....eeuvinviieriiiiieiieiieie ettt ¥ 80,716 ¥ 79,5611

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.

2. Impairment loss on non-current assets
a. Amounts recorded in the consolidated financial statements for the fiscal years ended March 31, 2023 and
2024

Millions of yen
for the year ended March 31,

2023 2024
Tangible fixed aSSets .......cccevereriririiieieeeeee e ¥ 20,129 ¥ 19,902
Intangible fixed aSSetS........ccceeeeiririieieieeeeee s 244 315
IMPAIrMENt LOSS....c.ueiiiiiiiiieiecieet ettt 344 —

KITANO CONSTRUCTION CORP.
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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.

3. Recording of provision for loss on guarantees
a. Amount recorded in the consolidated financial statements for the fiscal years ended March 31, 2023 and 2024
Millions of yen
for the year ended March 31,
2023 2024
Provision for 10SS on gUarantees...........coceevueevveerieeiienienieenieeseenieesueenne ¥ 753 ¥ 753

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

The Company has delivered a shareholder support agreement subject to the condition that certain events
occur, together with other equity investors, with regard to borrowings of a guaranteed company in which it has
taken a stake.

Furthermore, under a shareholders agreement, the Company has an obligation to purchase class A
preference shares issued by the guaranteed company, subject to the condition that certain events occur, together
with other equity investors.

The estimated amount of losses to be incurred has been calculated, taking into consideration the business
environment, operating results, financial position and outstanding borrowings of the guaranteed company, and
the Company’s investment ratio. However, this estimate is subject to uncertain economic conditions in the future
and the guaranteed company’s business condition, and may significantly affect the consolidated financial
statements in and after the next fiscal year.

Changes in presentation
Income Taxes
(a) The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and
deferred tax liabilities
Since there has been an increase in materiality of “Accrued warranty” and “Accrued bonuses to employees”
that were included in “Other” under “Deferred tax assets” in the previous fiscal year, these items have been
presented individually from the current fiscal year. The breakdown of deferred tax assets for the previous fiscal
year has been reclassified in order to reflect this change in presentation. As a result, ¥785 million previously
presented in “Other” under “Deferred tax assets” has been reclassified as “Accrued warranty” of ¥19 million,
“Accrued bonuses to employees” of ¥124 million and “Other” of ¥640 million.
(b) The reconciliation between the statutory tax rate and the effective tax rate as at March 31, 2023 and 2024
Since there has been an increase in materiality of “Tax credits” that were included under “Other” in the
previous fiscal year, “Tax credits” have been presented individually from the current fiscal year. The breakdown
for the previous fiscal year has been reclassified in order to reflect this change in presentation. As a result, (4.5)%
previously presented in “Other” has been reclassified as “Tax credits” of (2.6)% and “Other” of (1.9)%.

(1]
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3. Notes to Consolidated Balance Sheets
Millions of yen
March 31,
2023 2024

(1) Items relating to non-consolidated subsidiaries and associates
Investment SECUTILIES .........cccevueriririiiiiieeeee e ¥ 31 ¥ 23
(2) Inventories

Materials and supplies 400 242
Merchandise 5 4
(3) The guarantee of housing construction flaw security
SECUTTEIES. ..ttt sttt ettt saeenesneeneen 28 —
INVeStMeNnt SECUTIEIES .......ccvveuireerieiirieieierieeetet e 33 33
(4) Assets pledged as collateral and secured liabilities
Assets pledged as collateral
7 1 1 TSR 1,160 1,160
Buildings 342 316
(5) Receivables arising from contracts with customers and
contract assets
Notes receivable - trade .........coccoeieriiiriiniiniieieeeeeeeee ettt 190 47
Accounts receivable - trade ..........cococeeeeeirieenenineneere e 370 376
Accounts receivable from completed construction contracts......... 2,636 2,178
(070) 410 216 7 11T\ 7 SO RO 9,565 10,726
(6) Contract liabilities
Advances received on construction contracts in progress 7,936 8,145
Advances reCeIVed .........cccoviriririiieiiieienieeeeeeeeeete e 6 3
(7) Guarantee obligations, etc.
Soyano Wood Power co., Itd. ........ccooeririniiiiieieeeeeeeeeeen 5,920 5,447

Under a shareholders agreement, the Company has an obligation to purchase ¥500 million of class A
preference shares issued by the above company, subject to the condition that certain events occur, together with
other equity investors. The Company’s investment ratio in this company is 8.3%. In the current fiscal year,
provision for loss on guarantees of ¥753 million was recorded.

4. Notes to Consolidated Statements of Income
Millions of yen
for the year ended March 31,
2023 2024

(1) Write-down of inventories included in cost of

sales on real estate development and other ...............cccccveneenn.e. ¥ 1 ¥ 1
(2) The major components of “Selling, general and

administrative expenses”

PAYTOLL ...ttt ettt 1,582 1,685
Retirement benefit eXPenSES.......ccccveevereeieeiieerieeie e eeeeeeseeseeesaeenns 43 44
Allowance for accrued DONUSES.........c.eeevueerieieieeieieierieneseeeieeeeeneenes 178 189
Provision of allowance for doubtful accounts...........ccccceceevverienunene 0) 16
DePreCiation ........cceiiiecieeiieieeieceeeeree ettt 564 546
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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 2023 2024
Gains (losses) arising during the year .............ccccooevevinencnienencans ¥ 406 ¥ 2,833
Reclassification adjustments ...........ccccceevueeiieriieniienieneenieeieeieeeenns 40 —

Total before tax effect 446 2,833
Tax effect .....cccceevevveveneneeeeenen. (134) (857)
Net unrealized gain (loss) on available-for-sale securities,

NEE OF TAXES..cveeiiiiiiiieieieeteet ettt ettt 312 1,975

Deferred gain (loss) on hedging derivatives, net of taxes
Gains (losses) arising during the year ..........c.ccocovceeeeeneevienceencnens ¥ (B7) ¥ 0

TaAX @IFECE ..cueinieieiiieecccecec s 17 ©
Deferred gain (loss) on hedging derivatives, net of taxes ..... 39) 0

Foreign currency translation adjustment

Gains (losses) arising during the year .............cccccceeevevencncncecnns ¥ 344 ¥ 177

Remeasurements of defined benefit plans, net of tax
Gains (losses) arising during the year .............ccccocevevenencnicncncnns ¥ (46) ¥ 99

Reclassification adjustments................... (18) (26)
Amount before income tax effect ... (64) 73
Income tax effect ........cevvueeiiviiiiiiiiiiicierectcecee e 19 22
Remeasurements of defined benefit plans, net of tax............ (45) 51
Total other comprehensive iNCOME.............ccceeveeceereeecrerceeennenne ¥ 571 ¥ 2,204

®
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Notes to Consolidated Statements of Changes in Equity
(a) Type and number of outstanding shares
March 31, 2023
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 638,200 253,834 47 891,987
Total 638,200 253,834 47 891,987

The summary of reason for changes
Increase by acquisition of treasury shares

by resolution of the Board of Dir€Ctors .........ccccoevieiieniiniiiiiiieieeiesteceeeecie e 250,000 shares
Increase by the repurchase of shares less than one Unit..........ccccoeeveeviercienieciieniecieennen. 3,834 shares
Decrease due to purchase of shares less than one unit ............coccceeeeeeiiienciencie e, 47 shares

March 31, 2024
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 891,987 212,464 32 1,104,419
Total 891,987 212,464 32 1,104,419

The summary of reason for changes

Increase by acquisition of treasury shares

by resolution of the Board of Dir€Ctors ........ccocoevieiiiiiiiiiiiiiiiieeieneeeeeeeeeiee 199,700 shares
Increase by the repurchase of shares from untraceable shareholders....................... 10,642 shares
Increase by the repurchase of shares less than one unit .............cccoeeveevierienieenieeneecenrieeiene 2,122 shares
Decrease due to purchase of shares less than one Unit ............ccceceeevievienieeiieciesiecie e 32 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 23, Annual Common 653 Retained 110.0 March 31, June 26,
2023 general stock earnings 2023 2023
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 26, Annual Common 630 Retained 110.0 March 31, June 27,
2024 general stock earnings 2024 2024
meeting of
shareholders
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Notes to Consolidated Statements of Cash Flows
Millions of yen

March 31,
2023 2024
Cash in hand and in banks...........cccceevieviiiiiiniiiniienieneerceieesie e ¥ 26,132 ¥ 26,326
Time deposits with a deposit term of over 3 months........................ (811) 457)
Cash and cash eqUIVAIENES ...........ccccoeieierieriiriicieeeeeceeeeeee e ¥ 25,321 ¥ 25,868

Fair Value of Financial Instruments

The fair values and book values of financial instruments as of March 31, 2023 and 2024 are as follows:
Millions of yen
March 31, 2023

Book value Fair value Difference
Securities and investment securities.............. ¥ 5,256 ¥ 5,256 ¥ —
TOLAL ..ttt ¥ 5,256 ¥ 5,256 ¥ —
Derivative transactions ...........ccccccceeveeeecnene ¥ 0) ¥ 0 ¥ —

Millions of yen
March 31, 2024

Book value Fair value Difference
Securities and investment securities ¥ 8,062 ¥ 8,062 ¥ —
TOtAL ..ceveeveeieeeeceeee e eens ¥ 8,062 ¥ 8,062 ¥ —
Derivative transactions .............ccceeevveeeerveennen. ¥ — ¥ — ¥ —

(*1) Since “Cash in hand and in banks,” “Notes and accounts receivable (excluding contract assets),” “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,
2023 2024

NON-LStEA SNATES.....ccviiiiieiiiiieiietereeeeeeee ettt sae e ¥ 1,305 ¥ 1,297

®
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(a) Redemption schedule for money claims and securities with maturities

Millions of yen

March 31, 2023

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 ¥ 26,132 ¥ — ¥ — ¥ —
Notes and accounts
receivable (excluding
contract assets) 3,097 — — —

Securities and investment

securities

Government bonds
Corporate bonds

28 30 104 —
_ 50 — _

Millions of yen

March 31, 2024

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 ¥ 26,326 ¥ — ¥ — ¥ —
Notes and accounts
receivable (excluding
contract assets) 2,603 — — —
Securities and investment
securities
Government bonds — 34 100 —
Corporate bonds — 50 — —

KITANO CONSTRUCTION CORP.
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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, 2023

Fair Value

Level 1 Level 2 Level 3

Total

Securities and investment
securities
Available-for-sale
securities

Equity securities ........... ¥ 5,047 ¥ — ¥ — ¥
Corporate bonds........... — 49 —
Government bonds....... 61 97 —

Derivative transactions
Currency-related........... — ) —

Millions of yen

5,047
49
159

0

March 31, 2024

Fair Value

Level 1 Level 2 Level 3

Total

Securities and investment
securities
Available-for-sale
securities
Equity securities ........... ¥ 7,882 ¥ — ¥ — ¥
Corporate bonds . — 49 —
Government bonds....... 33 96 —
Derivative transactions
Currency-related........... — — —
(Note) Explanation of valuation techniques and inputs for fair value measurement
Securities and investment securities

7,882
49
130

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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Investment Securities

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

market value as of March 31, 2023 and 2024:

Millions of yen

March 31, 2023

Book value Acquisition cost Difference
Securities with book value exceeding
acquisition cost:
Equity SECUTItIeS ..c.covevveiirieieiirieieiieieceeeeciee 5,045 ¥ 2,002 ¥ 3,043
Government bonds..........ccccecveveneeneneninienienieene 52 51 0
Corporate bonds..........ccccevieienienineninieieeeene — — —
SUD-TOtAL.....eoveiieeieieienicescce e 5,097 ¥ 2,054 ¥ 3,043
Securities with book value not exceeding
acquisition cost:
Equity securities .........cocoeveeeeieieievieieieieriesenns 1 ¥ 2 ¥ ()
Government bonds..........ccceeeeevieerieerieniienieenieeneens 106 109 3)
Corporate bonds..........ccceeeeeeuievieeciecrieeieneeseeeneens 49 50 (D)
101 0 70 ) 7 | RS 158 163 4)
TOLAL ..ottt 5,256 ¥ 2,217 ¥ 3,038
Millions of yen
March 31, 2024
Book value Acquisition cost Difference
Securities with book value exceeding
acquisition cost:
Equity SECUTItIeS ..c.coveveiireeieirieieiceieceeieieiee 7,882 ¥ 2,006 ¥ 5,876
Government bonds..........ccccocevererenenenienieieens 22 22 0
Corporate bonds..........ccoceeveevienenieneninieieieieens — — —
SUD-TOtAL......coviieieieieienicere e 7,905 ¥ 2,028 ¥ 5,876
Securities with book value not exceeding
acquisition cost:
Equity SECUTities .......ccccevvvervieneenienieeieeienieeieaenn — ¥ — ¥ —
Government bonds..........coceeeeerieevieerienrienieeneeneens 107 110 3)
Corporate bonds..........cccevveeievieecieeiieeiesieseeeneens 49 50 @Y)
SUD-TOtAL....c.coviieieieieieniceicerce e 156 161 4
0] 7 1 TSRS 8,062 ¥ 2,190 ¥ 5,872
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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 lump-sum retirement 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, 2023........ccviiiiiieiieieiecteeie et et e et esteeeteesteesteeaesssesseessaanseesseesesseanes ¥ 1,969
SEIVICE COSE. vttt ettt ettt ettt ettt b e s st et eh e et et et et e sbesaeeseebeeaeeneentensensenaeas 145
Interest cost........cccovuerurnene 9
Actuarial loss (gain) 23
Benefits paid..........ccccoceeuenene (121)

Balance at March 31, 2024 .........ccooioiiiiieeere ettt ¥ 2,026

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

Balance at APTil 1, 2023........ccooouiriiieeeieieeee ettt sttt ettt ae ¥ 2,865
Expected return on plan aSSEtS........ccccieecuieeiieiiieiiieeecieecieeeeeeeeeeesseessseessseeessseesaaesnnes 57
ActuArial IOSS (SAIN) ..vevvvereieriieriieiieiteeteeteste et e st esteesteesteeteeaeesaesseesssesseesseesessesssesnsennen 123
Contributions paid by the emMPlOYET..........ccocouieiiieiieiicierieeeeeete e eaeens 127
Benefits paid.......cccooceviieiiniiniiiieeee (121)

Balance at March 31, 2024 ¥ 3,051

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

Balance at APl 1, 2023........cc.coiiiiiiieieieieieiertest ettt seesaesaessesseereeseessensensassensenns ¥ 62
Retirement benefit costs... 9
Benefits paid.......c..ccccceeeennenne 3)

Balance at March 31, 2024 ...........coveeeeieeeieireeieceeeeesreeseeeseesseesseeseessesssesssesssesseesseesseanes ¥ 68

(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 ............coceviriririniiiiieeeeseeee e ¥ 2,035
PLAN GSSEES ..cnvievieieeieeieee ettt ettt et e e et e s te e st e e te et e ebeebeeraeenaeere e st ebeeaeensaenaeanes (3,051)
(1,015)

Unfunded retirement benefit Obligations ...........cccoevieriiiriiniiiniiniiieeieeeeeeseeseeeeieens 59
Total net defined benefit liability (asset) at March 31, 2024 ..........cccccovevieveeniiecieenuennns (956)

Net defined benefit liability 68

Net defined benefit asset 1,024
Total net defined benefit liability (asset) at March 31, 2024 ¥ (956)

©
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(e) Retirement benefit costs
Millions of yen

SEIVICE COSE..vriuvieriitieieieietesttestteeteeteeeteeteesesssesssesseenseeseenseassesssasssesssessessesnsesssesnsenssessen ¥ 145
INEEIESE COSE....eiuiiiiiietieiieiieeete ettt sttt et et e et e e sa e s eaessessesseeneesaesaennensansensenns 9
Expected return on plan @SSELS.........cceviecierriieiieriienienieniieseesieesieetestesseessaesseessesssessaesnes (B7)

Net actuarial 10SS aMOTTIZATIONS .....cc.eeueruiiiiieiiieieeeee e (26)
Retirement benefit costs calculated by simplified method...........ccccoceeviiiiininiinnenns 9
Total retirement benefit costs for the year ended March 31, 2024.............c.cccecvevvenne ¥ 81

(f) Remeasurements of defined benefit plans, before tax

Millions of yen
¥ 73
¥ 73

Millions of yen

¥ (135)

¥ (135)
23%
B QUILY SECUTITIES. ....cveevieieiieeiece ettt eete et et eeeeeteeeseesseeeseeseenseessesssesssenssenssenseenseenneanes 16%
GENETAL ACCOUNLES ....veeieiiiieiieiiiesiterieeieecte et et st e st e st e s teebeesaeestesstassaesseessaesseenseensesnsensaessean 42%
(017 1<) PSR URPPRPPUPRPROt 18%
410 72 ) SRR 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 ¥52
million.
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11. Income Taxes

(a) The tax effects of temporary differences that give rise to significant portions of the deferred tax assets

and deferred tax liabilities are presented below:

Millions of yen

March 31,
2023 2024
Deferred tax assets:
Write-down of fixed aSSetS........ccevevieerieienrinieenierieesiee e ¥ 818 ¥ 802
Allowance for doubtful aCCOUNtS ........cc.coeeeeiiiiiieiiiiiincnceece 19 18
Provision for 10ss on guarantees .............cocceceeeeeiieiienienenesencneecene 229 229
Write-down of marketable securities.........c.cccocevveeieniincniienniennen. 214 214
Unrealized gain on tangible fixed assets.........ccccccoeveereivernienviennnen. 155 142
Loss on valuation of real estate for sale............... 309 310
Operating tax loss carry forwards (Note) 202 202
Net defined benefit liability.........cc.ccocevveenennennen. 11 23
ACCIUEA WaAITANEY .....veeeiveeeiieeeiieeeieeecieeeeteeeseeesaeesseeeesseessaeesseessseeens 19 147
Accrued bonuses t0 €MPIOYEES ........cccvereerierieiniieieeieeieseenieeseeennes 124 157
OBNET ..ttt ettt ae e e ese e eseeae e eseseneenen 640 411
Total gross deferred tax assets........c..cocceveeercieivecicnenencncncnne. 2,748 2,680
Valuation allowance related to operating
tax loss carry forwards (NOE)......cceeveeveerienieneeniieieeieeieceeseenne (202) (131)
Valuation allowance related to total
deductible temporary differences, etc..........ccoceevuerviieiienccinienennee. (1,745) (1,716)
Total valuation alloWanCe............ocevveueveerireerieenrenieenreeeenienennes (1,947) (1,848)
800 832
Deferred tax liabilities:
Net defined benefit asset...........cocoeeeeririeiieiiiiieiecccrececceeeeee 272) (312)
Reserve for advanced depreciation 87 (87)
Unrealized gain (loss) on available-for-sale securities.................. (905) (1,763)
Difference from fair value of subsidiaries............c.ccoeeveviecrievueanenns (545) (527)
Total gross deferred tax liabilities...........cccccoceveeencnieneneennene. (1,811) (2,690)
Net deferred tax assets (liabiliti€s)........cccccevveeererecieereiennen. ¥ (1,010) ¥ (1,857)
(Note) Amount of operating tax loss carry forwards and its deferred tax assets by carryforward period
Millions of yen
March 31, 2024
LDiste %gsnsear or ?ﬁ%ﬁg\ag ;g:rasr Due after 5 years Total
Operating tax loss
carry forwards (*1)............ ¥ 30 ¥ 191 ¥ — ¥ 222
Valuation allowance ............ (15) (116) — (131)
Deferred tax assets.............. 15 75 — 90

*1 The amount of operating tax loss carry forwards is multiplied by statutory tax rate.
*2 Deferred tax assets pertaining to operating tax loss carry forwards were generated at consolidated
subsidiaries and determined recoverable as a result of considering the expected taxable income based

on future earning power.

(b) The reconciliation between the statutory tax rate and the effective tax rate as at March 31, 2023 and 2024

is presented below:

N1 R0 L0 L b 2 ¥ < O OO OSSR
Permanent differences on expenses not deductible ......................
Permanent differences on income not taxable.............cccccecuereennen.
Accrued bonuses to directors and statutory

auditors Not deduCtible .........cccuevveeiiiiecieeieciecie e
Inhabitant taxes per capita
Valuation allowance

March 31,

2023 2024
30.4% 30.4%
2.5 0.8
0.3) 0.3)
0.4 0.3
0.6 0.4
9.7 (1.5)
(2.6) 3.9
(1.9 (3.6)
38.8% 22.6%

1)
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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 “Notes to
Consolidated Financial Statements, 13 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, 2025 from contracts with customers that existed as
at March 31, 2024

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

Millions of yen

March 31,
2023 2024

Receivables arising from contracts with customers (Balance at

April 1, 2022 and April 1, 2023)........ccceerieireieeieesieieesieeeeseeesiene ¥ 4,876 ¥ 3,097
Receivables arising from contracts with customers (Balance at

March 31, 2023 and March 31, 2024)........ccccoveveireneineeeeeneeennenes 3,097 2,603
Contract assets (Balance at April 1, 2022 and April 1, 2023) ............ 10,567 9,565
Contract assets (Balance at March 31, 2023 and March 31, 2024) ... 9,565 10,726
Contract liabilities (Balance at April 1, 2022 and April 1, 2023)....... 4,039 7,942
Contract liabilities (Balance at March 31, 2023 and March 31,

2024) oottt ettt bttt ene e 7,942 8,149

Of the amount of revenue recognized in the fiscal year ended March 31, 2023, the amount included in the
balance of contract liabilities at April 1, 2022 was ¥3,964 million. The amount of revenue recognized in the
fiscal year ended March 31, 2023 from performance obligations that were satisfied (or partially satisfied) in
past periods was ¥364 million.

Of the amount of revenue recognized in the fiscal year ended March 31, 2024, the amount included in the
balance of contract liabilities at April 1, 2023 was ¥7,942 million. The amount of revenue recognized in the
fiscal year ended March 31, 2024 from performance obligations that were satisfied (or partially satisfied) in
past periods was ¥1,321 million.

(2) Transaction price allocated to remaining performance obligations

As of March 31, 2023, performance obligations that have not been satisfied (or partially not been
satisfied) are ¥60,056 million. These performance obligations are related to construction works in the
construction business. Approximately 84% of them is expected to be recognized as revenue within one year
after the year-end, and remaining approximately 16% is expected to be recognized within two years after
that.

As of March 31, 2024, performance obligations that have not been satisfied (or partially not been
satisfied) are ¥70,173 million. These performance obligations are related to construction works in the
construction business. Approximately 83% of them is expected to be recognized as revenue within one year
after the year-end, and remaining approximately 17% 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, 2023 and

2024 is presented below:
Millions of yen
for the year ended March 31, 2023
Golf Advertising
Construction  courses Hotels agent Total Reconciliations Consolidated

I . Net sales and operating income
Net sales

Goods or services

transferred at a ¥ 1,398 ¥ 272 ¥ 1,692 ¥ 821 ¥ 4,184 ¥ — ¥ 4,184

point in time

Goods or services

transferred 80,716 — — — 80,716 — 80,716

over a certain

period of time

Revenue from

contracts with 82,114 272 1,692 821 84,901 — 84,901

customers

Other revenue 376 — — — 376 — 376

Customers ¥ 82491 ¥ 272 ¥ 1,692 ¥ 821 ¥ 85277 ¥ — ¥ 85277

Intersegment or 1 9 4 55 70 (70) .

transfer
Total 82,492 282 1,696 876 85,347 (70) 85,277
Operating income (loss) ¥ 3,868 ¥ 46 ¥ 94) ¥ 81 ¥ 3900 ¥ 30 ¥ 3931
II. Other
Depreciation 499 19 398 10 927 (35) 891

Millions of yen
for the year ended March 31, 2024

Golf Advertising

Construction  courses Hotels agent Total Reconciliations Consolidated
I . Net sales and operating income
Net sales
Goods or services
transferred at a ¥ 1465 ¥ 259 ¥ 2539 ¥ 814 ¥ 5078 ¥ — ¥ 5078
point in time
Goods or services
transferred 79,511 — — — 79,511 — 79,511
over a certain
period of time
Revenue from
contracts with 80,977 259 2,539 814 84,590 — 84,590
customers
Other revenue 373 — — — S — 33
Customers ¥ 81,350 ¥ 259 ¥ 2539 ¥ 814 ¥ 84,964 ¥ — ¥ 84964
Intersegment or 1 3 9 63 g7 @87 .
transfer
Total 81,352 268 2,548 882 85,051 87 84,964
Operating income ¥ 4344 ¥ 15 ¥ 373 ¥ 40 ¥ 4714 ¥ 29 ¥ 4804
II. Other
Depreciation 505 26 372 14 919 (30) 889

®
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14. Per Share Data
Net assets per share and earnings per share for the years ended March 31, 2023 and 2024 are as follows:

Yen
as of / for the year ended March 31,

2023 2024
Net assets Per Share ...........ccccoiviieiiiiiiiiiiee e ¥ 6,445.68 ¥ 7,524.80
Earnings per share — primary...........cocccoceeiierieniiininieneeeeeeeeeeaen 327.76 673.60
1. Basis of net income per share of common stock for the years ended March 31, 2023 and 2024 is as

follows:
Millions of yen
for the year ended March 31,

2023 2024
Profit attributable to owners of parent rteereenneeas ¥ 1,988 ¥ 3,902
Profit pertaining to common StocK ...........cccceeveenennne ¥ 1,988 ¥ 3,902
Average outstanding shares of common StocK..........ccccceeveerveneenuennns 6,065 thousand 5,793 thousand

shares shares

2. Basis of net assets per share of common stock as of March 31, 2023 and 2024 is as follows:

Millions of yen

March 31,
2023 2024
INEE ASSEES...uvieuieiiieieeieeteet ettt ettt et eete st e st e saeesaeesseebaeseenaeensesaeas ¥ 38,861 ¥ 43,693
Amounts deducted from Net aSSEtS........cceevveevieerieerierrieeiereereesieeieenns 543 558
Non-controlling INterests...........ccceviiiiiieiiiiinenieceeceeeeese e 543 558
Net assets applicable to common stocK........................ 38,318 43,135

Number of shares of common stock at end of year

5,944 thousand 5,732 thousand
shares shares

KITANO CONSTRUCTION CORP.
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15. Subsequent Events

Disposal, acquisition and cancellation of treasury shares

The Company resolved at a meeting of its board of directors held on May 14, 2024 to dispose of treasury
shares through a third-party allotment in order to continuously and steadily support the activities of the
Kitano Museum of Art Foundation (the “Foundation”), acquire treasury shares in accordance with the
provisions of Article 156 of the Companies Act, as applied mutatis mutandis pursuant to the provisions of
Article 165, paragraph (3) of the same Act, and cancel treasury shares pursuant to the provisions of Article
178 of the same Act.

Note that such disposal of treasury shares was approved at the 79th Annual General Meeting of
Shareholders held on June 26, 2024.

The terms and conditions regarding disposal, acquisition, and cancellation of treasury shares are as

follows.

(1) Disposal of treasury shares

(i) Purpose and reason for disposal

To enable making a stable contribution by using the
dividends on the Company’s shares as sources for the
continued implementation of the Foundation’s social
contribution activities

(ii) Number of shares for disposal

Common stock of the Company: 500,000 shares

(iii) Disposal price

¥1 per share

(iv) Amount of funds raised

¥500,000

(v) Method of subscription and disposal

Disposal through third-party allotment

(vi) Allottee

Kitano Museum of Art Foundation

(vii)Disposal date

To be determined

(2) Acquisition of treasury shares

(i) Purpose and reason for acquisition

To avoid dilution of stock value due to the disposal of
shares in (1) above, while implementing a flexible capital
policy to improve capital efficiency and in accordance with
the management environment.

(i) Type of shares to be acquired

Common stock of the Company

(iii) Total number of shares to be acquired

300,000 shares (Upper limit)

(iv) Total value of shares to be acquired

¥1,200 million (Upper limit)

(v) Acquisition period

From the conclusion of the Annual General Meeting of
Shareholders held on June 26, 2024 until March 28, 2025

(vi) Acquisition method

Market purchase on the Tokyo Stock Exchange

(3) Cancellation of treasury shares

(i) Purpose and reason for cancellation

To avoid dilution of stock value due to disposal of treasury
shares in future

(ii) Type of shares to be cancelled

Common stock of the Company

(iii) Total number of shares to be cancelled

500,000 shares

(iv) Planned cancellation date

June 28, 2024 (Planned)
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