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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of TECHNO RYOWA LTD.:
<Audit of Consolidated Financial Statements>
Opinion

We have audited the consolidated financial statements of TECHNO RYOWA LTD. and its consolidated
subsidiaries (the "Group"), which comprise the consolidated balance sheet as of March 31, 2024, and the
consolidated statement of income, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of significant accounting policies, all
expressed in Japanese yen.

In our opinion, the accompanying consclidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of March 31, 2024, and its consolidated
financial performance and its consclidated cash flows for the year then ended in accordance with
accounting principles generally accepted in Japan.

Convenience Translation

Our audit also comprehended the translation of Japanese yen amounts into U.S. doliar amounts and, in
our opinion, such translation has been made in accordance with the basis stated in Note 1 to the
consolidated financial statements. Such U.S. dollar amounts are presented solely for the convenience of
readers outside 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 provisions of the Code of Professional Ethics in Japan, and we have fulfilled our
other ethical responsibilities as auditors. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matter

A key audit matter is a matter that, in our professional judgment, was of most significance in our audit of
the consolidated financial statements of the current period. The matter was addressed in the context of
our audit of the consoclidated financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on the matter,
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Key Audit Matter Dééﬁﬁpti_c_iry

How the Key Audit Matter Was
Addressed in the Audit.

Estimate of total construction costs.

The Group mainly applies the method of
tecognizing revenue over time as it satisfies a
performance obligation in the facility
constructicn business using the method
stated in Note 2.k. SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES—
Construction Contracts.

The Group recognized revenues of
¥72,522 million on the consolidated
statement of income for the year ended
March 31, 2024, which included

¥56,806 million of construction projects
recognized using the method stated in
Note 3. SIGNIFICANT ACCOUNTING
ESTIMATES to the consolidated financial
statements.,

Regarding progress towards complete
satisfaction of performance obligations, the
Group estimates total construction costs per
contract, which needs to be approved by a
construction manager, and then calculates
construction revenues by determining the
ratio between construction costs incurred for
the contract as of year-end and estimates
total construction costs for the contract.
Consequently, construction revenues are
highly dependent upon the accuracy of the
estimated total construction cost for each
contract.

Additionally, in estimating total construction
costs, there is no specific methodology that
applies to every construction contract and as
such, judgment is required by persons with
expert knowledge and practical experience
regarding construction contracts in the facility
construction business, changes of external
circumstances such as remain high regarding
market conditions for construction materials
and outsourcing costs and changes due to
price negotiations and fluctuations due to
changes in specifications.

As the estimate of total construction costs
involves judgments made by management
and construction managers, and as the total
construction cost can fluctuate significantly
due to unforeseen changes in design and
specifications of the construction project,
changes of external circumstances such as
increase in market conditions for materials
and outsourcing costs and the results of price
negotiations as the construction progresses,
we determined the estimate of total
construction costs as a key audit matter.

In evaluating the reasonableness of total construction
costs, we assigned audit team members with ample
knowledge, skill and ability concerning the method of
recognizing revenue over time as the Group satisfies a
performance obligation, and performed the following
audit procedures, among others:

{1) We aobtained an understanding and evaluated the

design and operating effectiveness of the controls
over the estimation and approval of total
censtruction costs by making inquiries of the
construction managers and corroborating their
responses, and minutes of related meetings on
selected construction contracts.

We determined whether the total construction costs
were calculated in a timely and reasonable manner
on selected specified construction contracts
focusing on changes in total construction revenues
and profit margins, and correlation between period
progress rate and cost progress rate and performing
the following audit procedures, among others:

* We inquired of the persons responsible for the

construction projects to understand the contents
of the construction contract and the breakdown of
total construction costs. We also inspected the
contracts, budgets, construction schedules and
other related documents to test whether their
responses and those documents were consistent.

* We compared total construction costs estimated

in the prior year with either the actual costs
incurred or the re-estimated costs to evaluate the
reasonableness of the estimates. Additionally, we
corroborated the reasonableness for above
differences and considered whether there were
any factors should be reflected in the estimated
other total construction costs in the current year
based on the differences identified between prior
year's estimates and actual costs.

We compared profit ratios among construction
contracts including previous year transaction. For
those construction contracts with significantly high
or low profit ratios, we investigated further to
understand the reasons why the applicable
contracts had significantly high or low profit ratios
compared to cothers considering the effects of
changes in external environment such as high
material prices and outsourcing expenses.

We tested whether the total construction costs of
each contract were updated appropriately and in
a timely manner to reflect any changes in the
contents of the contracts by comparing changes
in the contracts with the revisions made to the
estimated materials and outsourcing costs
included in the estimated total construction costs.
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Other Information

Other information comprises the information included in the Group's disclosure documents
accompanying the audited consolidated financial statements, but does not include the consolidated
financial statements and our auditor's report thereon.

We determined that no such information existed and therefore, we did not perform any work therson.

Responsibilities of Management and the Audit and Supervisory Committee for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the 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 consclidated 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, disclosing, as applicable, matters related to going concern in
accordance with accounting principles generally accepted in Japan and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

The Audit and Supervisory Committee is responsible for overseeing the Directors’ execution of duties
relating to the design and operating effectiveness of the controls over 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. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with auditing standards generally accepted in Japan
will always detect a material misstatement when it exists. 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 consoclidated 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. The
procedures selected depend on the auditor's judgment. In addition, we obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

« Obtain, when performing risk assessment procedures, an understanding of internal control relevant to
the audit in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of 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 consclidated 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 whether the overall presentation and disclosures of the consolidated financial statements are
in accordance with accounting principles generally accepted in Japan, as well as the overall
presentation, structure and caontent 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.

+ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consoclidated 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 Audit and Supervisory Committee regarding, 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 ocur audit.

We also provide the Audit and Supervisory Committee with a statement that we have complied with
relevant ethical requirements regarding independence and communicate with it all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
actions taken to eliminate threats or safeguards applied.

From the matters communicated with the Audit and Supervisory Committee, 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.

<Fee-Related Information>

Audit fees for the year ended March 31, 2024, which were charged by us and our network firms to
TECHNGC RYOWA LTD. and its subsidiaries were ¥52 million. There were no fees other than audit for
the year then ended.

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 Fublic Accountants Act of Japan.

Deloitr, Towsba Tohpptsn LLC

July 30, 2024




TECHNO RYOWA LTD. and Consolidated Subsidiaries

Consolidated Balance Sheet
March 31, 2024

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Short-term investments (Notes 4, 14 and 16)
Receivables (Note 16):
Trade notes
Trade accounts
Unconsolidated subsidiaries
Allowance for doubtful receivables
Marketable securities (Note 4)
inventories (Note 5)
Other current assets

Total current assets

PROPERTY, PLANT AND EQUIPMENT:
Land (Note 6)
Buildings and structures
Machinery, equipment, tools, furniture and fixtures
Total
Accumulated depreciation

Net property, plant and equipment

INVESTMENTS AND OTHER ASSETS:
Investment securities (Notes 4 and 16)
Investments in unconsolidated subsidiaries (Note 16)
Assets for retirement benefits (Note 9)
Deferred tax assets (Note 11)
Allowance for doubtful receivables
Other assets

Total investments and other assets

TOTAL

See notes to consolidated financial statements.

Thousands of

U.S. Dollars

Millions of Yen {Note 1)
2024 2023 2024

¥ 8,847 ¥12,341 $ 58,433
1,174 209 7,754
7,373 5,687 48,695
31,331 22,041 206,930
15 14 97

(4) (3) (26)

10

328 186 2,164
1,283 1,003 8,477
50,347 42,278 332,624
1,768 1,768 11,677
4,574 4,539 30,207
1,447 1,394 9,556
7,789 7,701 51,440

(3,684) (3,536) (24,327)
4,105 4,165 27,113
11,345 9,441 74,926
11 11 69
8,098 5310 53,484
122 125 803

(12) (12) (77
2,212 2,139 14,615
21,776 17,014 143,820
¥76,228 ¥63,457 $ 503,457

LIABILITIES AND EQUITY

CURRENT LIABILITIES:

Current portion of long-term debt (Notes 7 and 16)
Payables (Note 16):

Trade notes

Trade accounts

Unconsolidated subsidiaries
Income taxes payable (Notes 11 and 16)

Advances received on construction work in progress (Note 8)

Accrued expenses

Allowance for loss on construction contracts
Accrued consumption taxes (Note 2)

Other current liabilities

Total current liabilities

LONG-TERM LIABILITIES:

Long-term debt (Notes 7 and 16)

Deferred tax liabilities (Note 11)

Deferred tax liabilities on revaluation surplus of land
{Notes 6 and 11)

Liability for retirement benefits (Note 3)

Other long-term liabilities

Total long-term liabilities

EQUITY (Note 10):

Common stock—authorized, 79,994,522 shares;
issued, 22,888,604 shares in 2024 and 2023

Capital surplus

Retained earnings

Treasury stock—at cost, 1,849,100 shares in 2024 and
1,417,200 shares in 2023

Accumulated other cemprehensive income:
Unrealized gain on available-for-sale securities
Land revaluation difference {Note 6)
Foreign currency translation adjustments
Defined retirement benefit plans

Total
Non-controlling interests

Total equity

TOTAL

Thousands of

.S, Dollars
Millions of Yen {Note 1)
2024 2023 2024
¥ 60 ¥ 65 $ 396
4,980 3,916 32,955
8,434 7,733 b5,705
23 16 152
1,628 690 10,091
2,528 1,618 16,699
2,025 1,464 13,374
9 75 59
2,261 1,233 14,934
1,237 595 8,171
23,095 17,405 152,536
65 429
3,317 2,135 21,904
104 104 687
296 275 1,957
165 163 1,091
3,047 2,677 26,068
2,747 2,747 18,141
2,498 2,498 16,501
38.467 34,744 254,057
(1,999) (999) (13,203)
5,388 3,976 35,685
(134) (134) (890)
(3) (3) (11)
2,220 546 14,661
7,471 4,385 49,345
2 12
49,186 43,375 324,853
¥76,228 ¥63,457 $ 503,457




TECHNO RYOWA LTD. and Consolidated Subsidiaries

Consolidated Statement of Income
Year Ended March 31, 2024

REVENUES:
Construction projects
Others

Total revenues

COST OF REVENUES:
Construction projects
Others

Total cost of revenues

Gross profit

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
(Notes 9 and 13)

Operating income
OTHER INCOME (EXPENSES):
Interest and dividend income

Interest expense
Other—net

Other income—net
INCOME BEFORE INCOME TAXES
INCOME TAXES (Note 11}
Current
Deferred
Total income taxes

NET INCOME

NET INCOME ATTRIBUTABLE TO NON-CONTROLLING
INTERESTS

NET INCOME ATTRIBUTABLE TO OWNERS OF THE
PARENT

PER SHARE OF COMMON STOCK {Notes 2.n and 18):
Basic het income
Cash dividends applicable to the year

See notes to consolidated financial statements.

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2024 2023 2024

¥72,522 ¥60,147 $478,975

1,166 883 7,704
73,688 61,030 486,679
60,100 50,796 396,937

900 695 5,943
61,000 51,491 402,880
12,688 9,539 83,799

6,895 6,363 45,541

5,793 3,176 38,258

241 217 1,595

(12) (13) (80)

469 169 3,095

698 373 4,610

6,491 3,549 42,868

2,002 1,093 13,223

(19) 117 (131)

1,083 1,210 13,092

4,508 2,339 29,776

2 14

¥ 4,508 ¥ 2,339 $ 29,762

Yen .S, Dollars
¥209.44 ¥107.43 $1.38
48.00 36.00 0.32




TECHNO RYOWA LTD. and Consolidated Subsidiaries

Consolidated Statement of Comprehensive Income
Year Ended March 31, 2024

NET INCOME

OTHER COMPREHENSIVE INCOME (LOSS) (Note 17):
Unrealized gain (loss) on available-for-sale securities
Foreign currency translation adjustments
Defined retirement benefit plans

Total other comprehensive income (loss)

COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO:
Owners of the parent
Neon-controlling interests

See notes to consolidated financial statements.

Thousands of

U.S. Dollars

Millions of Yen {(Note 1)
2024 2023 2024

¥4,508 ¥2,339 $29,776

1,412 (469) 9,325

4

1,674 {(173) 11,055

3,086 {642) 20,384

¥7,694 ¥1,697 $50,160

¥7.592 ¥1,697 $50,148

2 12




TECHNO RYOWA LTD. and Consolidated Subsidiaries

Consolidated Statement of Changes in Equity
Year Ended March 31, 2024

Thousands Millions of Yen
Number of Accumulated Other Comprehensive lncome
Shares of Unrealized Foreign Defined
Commeoen Gain on Land Currency Relirement
Stock Common Capital Retained Treasury Available-for- Revaluation  Translation Benefit Non-controlling Total
lssued Stock Surplus Earnings Stock Sale Securities Difference  Adjustments Plans Total Interests Equity

BALANCE, APRIL 1, 2022 22,889 ¥2 747 ¥2 498 ¥33,188 ¥ (998) ¥4.445 ¥({134) ¥(3) ¥ 719 ¥5,027 ¥42 462

Net income atiributable to owners of

the parent 2,339 2,339

Cash dividends, ¥36 per share (783) (783)

Purchase of treasury stock (N (1)

Reversal of revaiuation reserve for land

Net change during the year (469) - {173) (642) . (642)
BALANCE, MARCH 31, 2023 22,889 2,747 2,498 34,744 (999) 3,976 (134) (3) 546 4,385 43,375

Net income attributable to owners of

the parent 4,506 4,506

Cash dividends, ¥36 per share (783) (783)

Purchase of treasury stock {1,000) {(1,000)

Net change during the year 1,412 _ 1,674 3,086 ¥2 3,088
BALANCE, MARCH 31, 2024 22,889 ¥2,747 ¥2 498 ¥ 38,467 ¥(1,999) ¥5,388 ¥(134) ¥(3) ¥2,220 ¥7,471 ¥2 ¥49,186

Thousands of U.S. Dollars (Note 1)
Accumulated Other Comprehensive Income

Unrealized Foreign Defined
Gain on Land Currency Retirement
Common Capital Retained Treasury Available-for-  Revaluation Translation Benefit Non-controlling Total
Stock Surplus Earnings Stock Sale Securities  Difference  Adjustments Plans Total Interests Equity
BALANCE, MARCH 31, 2023 $18,141 $16,501 $229,468 $ (6,595) $26,260 $ (890) $(15) $ 3,606 $28,961 $286,476
Net income attributable to owners of
the parent 29,762 29,762
Cash dividends, $0.24 per share (5,173) {5,173)
Purchase of treasury stock (6,608) (6,608)
Net change during the year 9,325 4 11,066 20,384 $12 20,396
BALANCE, MARCH 31, 2024 $18,141 $16,501 $ 254,057 $(13,203) $ 35,585 $(890) $(11) $14,661 $49,345 $12 $ 324,853

See notes to consolidated financial statements.




TECHNO RYOWA LTD. and Consclidated Subsidiaries

Consolidated Statement of Cash Flows
Year Ended March 31, 2024

OPERATING ACTIVITIES:
Income before income taxes
Adjustments for:
Income taxes—paid
Depreciation and amortization
Changes in assets and liabilities, net of effects:
Increase in trade accounts receivable
Increase (decrease) in trade accounts payable
Increase in advances received on construction
work in progress
Decrease in liability for retirement benefits
Other—net
Total adjustments

Net cash used in operating activities

INVESTING ACTIVITIES:
Purchases of property, plant and equipment
Purchases of sales of securities
Net change in time deposits
Other—net

Net cash used in investing activities

FINANCING ACTIVITIES:
Proceeds from long-term debt
Repayments of leng-term debt
Repurchase of treasury stock
Dividends paid

Net cash used in financing activities

FOREIGN CURRENCY TRANSLATION ADJUSTMENTS

ON CASH AND CASH EQUIVALENTS

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

See notes to consolidated financial statements.

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2024 2023 2024

¥ 6,491 ¥ 3,549 $42,868

(383) (1,098)  (2,532)
363 347 2,308
(10,973)  (2,026)  (72.468)
1782 (2.654) 11770
910 458 6,011
(203) (214)  (1.341)
559 1,481 3693
7945 (3.706) (52469
(1,454) (157)  (9,601)
(149) (152) (981)
(135) (445) (892)
(265) (7) (1,753)
209 (22) 1378
(340) (626)  (2.248)
150 991
(90) (100) (595)
(1,000} (6,608)
(783) (783)  (5.160)
(1,723) (883)  (11,381)
24 38 157
(3,493) (1628)  (23,073)
12,341 13,969 81,506

¥ 8,847 ¥12,341 $58,433




TECHNO RYOWA LTD. and Consolidated Subsidiaries

Notes to Consolidated Financial Statements
Year Ended March 31, 2024

1. BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements have been prepared in accordance with the
provisions set forth in the Japanese Financial Instruments and Exchange Act and its related
accounting regulations and in accordance with accounting principles generally accepted in Japan
(Japanese GAAP), which are different in certain respects as to the application and disclosure
requirements of IFRS Accounting Standards.

In preparing these consolidated financial statements, certain reclassifications and rearrangements
have been made to the consolidated financial statements issued domestically in order to present
them in a form which is more familiar to readers outside Japan. In addition, certain reclassifications
have been made in the 2023 consolidated financial statements to conform to the classifications used
in 2024.

The conhsclidated financial statements are stated in Japanese yen, the currency of the country in
which TECHNO RYOWA LTD. (the "Company")} which is parent company is incorporated and
operates. The translations of Japanese yen amounts into U.S. dollar amounts are included solely for
the convenience of readers outside Japan and have been made at the rate of ¥151.41 to $1, the
approximate rate of exchange at March 31, 2024. Such translations should not be consfrued as
representations that the Japanese yen amounts could be converted intc U.S. dollars at that or any
other rate.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Consolidation—The consolidated financial statements as of March 31, 2024, include the
accounts of the Company and its three significant domestic (three in 2023) subsidiaries and one
significant overseas (one in 2023) subsidiary (together, the "Group").

Significant domestic subsidiaries TOKYC DAIYA ENGINEERING CO., LTD.
RYOWA AIRCON LTD.
MATSUURA ELECTRIC SYSTEM LTD.

Significant overseas subsidiary PT. TECHNO RYOWA ENGINEERING

Under the control and influence concepts, those companies in which the Company, directly or
indirectly, is able to exercise control over operations are fully consolidated.

Investments in three (three in 2023) unconsoclidated subsidiaries are accounted for on a cost
basis. The effect on the consolidated financial statements of not applying the equity method is
immaterial.

All significant intercompany balances and transactions have been eliminated in consolidation. All
material unrealized profit included in assets resulting from transactions within the Group is also
eliminated.

All domestic consolidated subsidiaries have a fiscal year ending on March 31, which is the same
as the fiscal year of the Company. Overseas consolidated subsidiary has a fiscal year ending on
December 31. In preparing the consolidated financial statements, the Company uses the
financial statements of this company with a fiscal year ending December 31, as of their fiscal
year ending.

For PT. TECHNO RYOWA ENGINEERING, which has a fiscal year ending December 31, certain

adjustments are made, where appropriate, in preparing the consolidated financial statements to
reflect material transactions during the period from their fiscal year end to March 31.

-10 -




b. Cash Equivalents—Cash equivalents are short-term investments that are readily convertible
into cash and that are exposed to insignificant risk of changes in value.

Cash equivalents include time deposits which mature or become due within three months of the
date of acquisition.

¢. Inventories—Construction work in progress is stated at cost, determined using the specific
identification method.

d. Marketable and Investment Securities—Marketable and investment securities are classified as
available-for-sale securities and are reported at fair value, with unrealized gains and losses, net
of applicable taxes, reported in a separate component of equity.

Nonmarketable available-for-sale equity securities are stated at cost determined by the
moving-average method. For other-than-temporary declines in fair value, investment securities
are reduced to net realizable value by a charge to income.

Effective April 1, 2021, the Company applied Accounting Standards Board of Japan ("ASBJ")
Statement No. 30, "Accounting Standard for Fair Value Measurement” and ASBJ Guidance

No. 31, "Implementation Guidance on Accounting Standard for Fair Value Measurement," and
revised related ASBJ Statements and ASBJ Guidance (the "New Accounting Standards") under
the New Accounting Standards, nonmarketable available-for-sale equity securities are stated at
cost, while under the previous accounting standards, nonmarketable available-for-sale securities
are stated at cost. The Company applied the New Accounting Standards prospectively. As a
result, there is no impact on the consolidated financial statements.

[n addition, in the note to "FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES," the
Company has decided to provide notes on items such as the breakdown of the fair value of
financial instruments by level. However, in accordance with the transitional treatment prescribed
in paragraph 7-4 of the "Guidance on Disclosures about Fair Value of Financial Instruments”
(ASBJ Guidance No. 19, July 4, 2019} (2) the notes are not presented for the fiscal year ended
March 31, 2021.

e. Property, Plant and Equipment—Froperty, plant and equipment are stated at cost.
Depreciation is computed by the declining-balance method while the straight-line method is
applied to buildings acquired after April 1, 1998, and building improvements and structures
acquired on or after April 1, 2016. The range of useful lives is from 15 to 50 years for buildings
and structures, and from 4 to 17 years for machinery, equipment, tools, furniture, and fixtures.
The useful lives for lease assets are the terms of the respective leases.

f.  Allowance for Doubtful Accounts—The allowance for doubtful accounts is stated in amounts
considered to be appropriate based on the companies' past credit loss experience and an
evaluation of potential losses in the recsivables outstanding.

g. Retirement and Pension Plans—The Company has contributory funded defined benefit
pension plans and defined contribution pension plans covering its employees. Other domestic
consolidated subsidiaries have unfunded retirement benefit plans,

The Company accounts for the liability for retirement benefits based on the projected benefit
cbligations and plan assets at the balance sheet date. The projected benefit obligations are
attributed to periods on a benefit formula basis. Actuarial gains and losses and past service costs
that are yet to be recognized in profit or loss are recognized within equity (accumulated other
comprehensive income), after adjusting for tax effects and are recognized in profit or loss over 10
years, no longer than the expected average remaining service period of the employees. The
discount rate is determined using a single weighted-average discount rate reflecting the
estimated timing and amount of benefit payment.
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Basis for Recognition of Revenue and Expenses—In the equipment construction business
{alr conditioning and sanitation equipment construction business and electrical equipment
construction business), the Group mainly design and construct equipment construction for
customers in Japan and Southeast Asia.

As for the construction contract of the equipment construction business, the control of the
promised goods or services is transferred to the customer for a certain period of time, so we
apply the method of recognizing revenue for a certain period of time as the performance
obligation is satisfied. The progress of fulfillment of performance obligations is measured based
on the ratio of the construction cost incurred by the end of the fiscal year to the estimated total
construction cost for each construction contract, which is the total expenditure required to
complete the construction,

In addition, the cost recovery standard is applied to construction contracts for which the progress
of fulfillment of performance obligations cannot be reascnably estimated. For construction
contracts with a very short period from the transaction start date in the contract to the time when
it is expected that the performance obligation will be fully satisfied, alternative treatment will be
applied. Revenue will not be recognized over time, instead, it will be recognized upon
performance obligation being fully fulfilled. The Group recognizes the profit when the above is
satisfied.

Research and Development Costs—Research and development costs are charged to income
as incurred.

Bonuses to Directors—Bonuses to directors are accrued at the end of the year to which such
bonuses are attributable.

Construction Contracts—The Group recognizes revenue in an amount that reflects the
consideration to which it expects to be entitled in exchange for satisfying performance obligations
to transfer the goods or services promised in contracts with customers. The nature of
performance obligations for each of the Group's major industry and when such obligations are
satisfied are as follows:

In the equipment construction business (air conditioning and sanitation equipment construction
business and electrical equipment construction business}), the Group mainly designs and
constructs equipment for customers in Japan and Southeast Asia.

As for the construction centract of the equipment construction business, the control of the
promised goods or services is transferred to the customer for a certain period over time, so we
apply the method of recognizing revenue for a certain period over time as the performance
obligation is satisfied. The progress of fulfillment of performance obligations is measured based
on the ratio of the construction cost incurred by the end of the fiscal year to the estimated total
construction cost for each construction contract, which is the total expenditure required to
complete the construction.

In addition, the cost recovery method is applied to construction contracts for which the progress
of fulfillment of performance obligations cannot be reasonably estimated. For construction
contracts with a very short pericd from the transaction start date in the contract to the time when
it is expected that the perfoermance obligation will be fully satisfied, alternative treatment will be
applied. This treatment is that revenue will not be recognized over time, but will be recognized
when the performance obligation will be fully satisfied at a point in time.

The revenues recorded over time as the performance obligation is satisfied for the years ended

March 31, 2024 and 2023, were ¥56,806 million ($375,178 thousand) and ¥45,075 million,
respectively.
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Income Taxes—The provision for income taxes is computed based on the pretax income
included in the consolidated statement of income. The asset and liability approach is used to
recognize deferred tax assets and liabilities for the expected future tax consequences of
temporary differences between the carrying amounts and the tax bases of assets and liabilities.
Deferred taxes are measured by applying currently enacted income tax rates to the temporary
differences.

Foreign Currency Transactions—All short-term and long-term monetary receivables and
payables denominated in foreign currencies are translated into Japanese yen at the exchange
rates at the balance sheet date. The foreign exchange gains and losses from translation are
recognized in the consolidated statement of income to the extent that they are not hedged by
forward exchange contracts.

Per Share Information—Basic net income per share is computed by dividing net income
attributable to common shareholders by the weighted-average number of common shares
outstanding for the period. Diluted net income per share is not disclosed because the Group did
not have any convertible bonds, bonds with warrants, or stock options. Cash dividends per share
presented in the accompanying consolidated statement of income are dividends applicable to the
respective fiscal years, including dividends to be paid after the end of the year.

Accounting Changes and Error Corrections—Under ASBJ Statement No. 24, "Accounting
Standard for Accounting Changes and Error Carrections,” and ASBJ Guidance No. 24,
"Guidance on Accounting Standard for Accounting Changes and Error Corrections," accounting
treatments are required as follows: {1} Changes in Accounting Policies—When a new accounting
policy is applied following revision of an accounting standard, the new policy is applied
retrospectively unless the revised accounting standard includes specific fransitional provisions, in
which case the entity shall comply with the specific transitional provisions. (2) Changes in
Presentation—When the presentation of financial statements is changed, prior-period financial
statements are reclassified in accordance with the new presentation. (3) Changes in Accounting
Estimates—A change in an accounting estimate is accounted for in the period of the change if
the change affects that period only, and is accounted for prospectively if the change affects both
the period of the change and future periods. (4) Carrections of Prior-Period Errors—When an
error in prior-period financial statements is discovered, those statements are restated.

Accrued Consumption Taxes—Prior to April 1, 2023, accrued consumption taxes was included
in the other current liabilities among current liabilities section of the balance sheset. As of March
31, 2024, due to a significant increase in the amount, it is currently listed separately from other
current liabilities on the balance sheet.

SIGNIFICANT ACCOUNTING ESTIMATES

The items for which the amount was recorded in the consolidated financial statements for the current
fiscal year based on accounting estimates that may have a significant impact on the financial
statements for the next fiscal year are as follows;

(1)

(2)

Amount Recorded in the Consolidated Financial Statements for the Current Fiscal Year
The construction revenues recognized by the method of recognizing revenue aver time as the
Group satisfies a performance obligation were ¥56,806 million ($375,178 thousand) and the
allowance for loss on construction contracts was ¥9 million ($59 thousand).

Information on the Contents of the Accounting Estimates for the Identified ltems

The amount stated above is calculated by the method described in Note 2 k.

The construction revenues and allowance for loss on construction contracts are highly dependent
upon the accuracy of the estimated total construction cost for each contract.
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In estimating the total construction cost, there is no specific methodology that applies to every
construction contract and as such, judgment is required by persons with expert knowledge and
practical experience regarding construction contracts in the facility construction business, such
as changes in market conditions for construction materials and outsourcing costs and changes
due to price negotiations and fluctuations due to changes in specifications. As the total
construction cost can fluctuate significantly due to unforeseen changes in design and
specifications of the construction project, changes in market conditions for materials and
outsourcing costs and the results of price negotiations as the construction progresses, a
fluctuation in the total construction cost may have a significant effect on the amount of the
method of recognizing revenue over time as the Group satisfies a performance obligation and the
amount of allowance for loss on construction contracts in the financial statements for the next
fiscal year.

4. SHORT-TERM INVESTMENTS, MARKETABLE AND INVESTMENT SECURITIES

Short-term investments, marketable and investment securities as of March 31, 2024 and 2023,
consisted of the following;

Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024
Current—Time deposits which mature beyond
three months from acquisition ¥ 1174 ¥ 909 $ 7,754
Marketable securities 10
Non-current—Equity securities 11,345 9,441 74,926
Total ¥12,519 ¥10,360 $82,680
The costs and aggregate fair values of investment securities at March 31, 2024 and 2023, were as
follows:
Millions of Yen
Unrealized Unrealized Fair
March 31, 2024 Cost Gains Losses Value

Securities classified as
available-for-sale—Equity securities ¥3,379 ¥7,331 ¥(5) ¥10,705

March 31, 2023

Securities classified as

available-for-sale—Equity securities ¥3,365 ¥5,451 ¥(4) ¥ 8,812
Thousands of U.S. Dollars
Unrealized Unrealized Fair
March 31, 2024 Cost Gains Losses Value
Securities classified as
available-for-sale—Equity securities $22,323 $48,415 $(33) $70,705

The impairment losses on available-for-sale equity securities for the years ended March 31, 2024 and
2023, were nil and ¥9 million, respectively.
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5. INVENTORIES
Inventories at March 31, 2024 and 2023, consisted of the following:

Thousands of

Millions of Yen U.8. Dollars
2024 2023 2024
Construction work in progress ¥316 ¥182 $2,088
Merchandise ‘ 8 b2
Materials and supplies 4 4 24
Total ¥328 ¥186 $2,164

|
|

6. LAND REVALUATION

Under the "Law of Land Revaluation," the Company elected a one-time revaluation of its own-use
land to a value based on real estate appraisal information as of March 31, 2002. The resulting land
revaluation excess represents unrealized appreciation of land and is stated, net of income taxes, as a
component of equity. There was no effect on the consolidated statement of income. Continuous
readjustment is not permitted unless the land value subsequently declines significantly such that the
amount of the decline in value should be removed from the land revaluation excess account and
related deferred tax liabilities.

7. LONG-TERM DEBT
Long-term debt at March 31, 2024 and 2023, consisted of the following:

Thousands of
Millions of Yen U.S. Dollars

2024 2023 2024
Unsecured loans from banks, due serially to 2027
with an interest rate of 0.9% for 2024 ¥125 ¥65 $825
Total 125 65 825
Less current portion (60) _(B5) (396)
Long-term debt, less current portion ¥ 65 $429

Annual maturities of long-term debt at March 31, 2024, were as follows:

Year Ending Thousands of
March 31 Millions of Yen U.S. Dollars
2025 ¥ 60 $396
2026 60 396
2027 5 33
Total ¥125 $825

8. ADVANCES RECEIVED ON CONSTRUCTION WORK IN PROGRESS

The Group normally receives payments from customers on a progressive basis in accordance with
the terms of the respective construction contracts.
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RETIREMENT AND PENSION PLANS

The Company and its three significant domestic subsidiaries have severance payment plans for
employees, Under most circumstances, employees terminating their employment are entitled to
retirement benefits determined based on the rate of pay at the time of termination, years of service
and certain other factors. Employees are entitled to larger payments if the termination is involuntary,
by retirement at the mandatory retirement age, by death, or by voluntary retirement at certain specific
ages prior to the mandatory retirement age.

(1) The changes in defined benefit obligation for the years ended March 31, 2024 and 2023, were

as follows:
Thousands of
Millicns of Yen U.S. Dollars
2024 2023 2024
Balance at beginning of year ¥5 582 ¥5 576 $ 36,865
Current service cost 238 234 1,574
Interest cost 39 39 258
Actuarial gains {15) 1
Benefits paid (420) (252) {2,775)
Balance at end of year ¥5,439 ¥5,582 $35,023

{2) The changes in plan assets for the years ended March 31, 2024 and 2023, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024
Balance at beginning of year ¥10,892 ¥10,689 $71,935
Expected return on plan assets 302 288 1,097
Actuarial gains 2,564 (42) 16,937
Contributions from the employer 199 209 1,313
Benefits paid (420) (252) (2,775)
Balance at end of year ¥13,537 ¥10,892 $89,407

(3) The changes in liability for retirement benefits, which have been calculated by a simplified
method for the years ended March 31, 2024 and 2023, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024
Balance at beginning of year ¥275 ¥265 $1,819
Net periodic benefit costs 3 25 204
Benefits paid (10) {(15) (66}
Balance at end of year ¥296 ¥275 $1,957
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{4) Reconciliation between the liability recorded in the consolidated balance sheet and the balances
of defined benefit obligation and plan assets was as follows:

Thousands of

Millions of Yen U.8. Dollars
2024 2023 2024
Defined benefit obligation ¥ 5,439 ¥ 5,582 $ 35,923
Plan assets {13,537) (10,892) (89,407)
Total (8,098) (5,310) (53,484)
Unfunded defined benefit obligation 296 275 1,957
Net asset arising from defined benefit
obligation ¥ (7,802) ¥ (5,035) $(51,527)
Thousands of
Millions of Yen U.S. Dollars
2024 2023 2024
Liability for retirement benesfits ¥ 296 ¥ 275 $ 1,957
Assets for retirement benefits (8,098) {5,310) _ (53,484)
Net asset arising from defined benefit
obligation ¥(7,802) ¥ (5,035) $(51,527)

(6} The components of net periodic benefit costs for the years ended March 31, 2024 and 2023,
were as follows:

Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024

Service cost ¥ 238 ¥ 234 $1,574
Interest cost 39 39 258
Expected return on plan assets (302) {288) (1,997)
Recognized actuarial gains (153) {189) (1,007)
Amortization of prior service cost {34)

Others H 25 203
Net periodic benefit costs ¥(147) ¥(213) $ (969)

{6) Amounts recognized in other comprehensive income (before income tax effect) in respect of
defined retirement benefit plans for the years ended March 31, 2024 and 2023, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024
Prior service cost ¥ (34)
Actuarial losses ¥2.412 (216) $15,920
Total ¥2,412 ¥ (250) $15,929
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(7) Amounts recognized in accumulated other comprehensive income (before income tax effect) in
respect of defined retirement benefit plans as of March 31, 2024 and 2023, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024
Unrecognized actuarial losses , ¥3,199 ¥703 $21,125
Total ¥3,19%9 ¥703 $21,125

(8) Plan assets
a. Components of plan assets

Plan assets as of March 31, 2024 and 2023, consisted of the following:

2024 2023
Equity investments 58% 51%
Debt investments 34 39
Cash and cash equivalents 1 3
Other 7 7
Total 100% 100%

b. Method of determining the expected rate of return on plan assets

The expected rate of return on plan assets is determined considering the long-term rates of
return which are expected currently and in the future from the various components of the
plan assets,

(8) Assumptions used for the years ended March 31, 2024 and 2023, were set forth as follows:

2024 2023
Discount rate 0.7% 0.7%
Expected rate of return on plan assets 3.0 3.0

{10) Defined contribution pension plan

The main contributions to the defined contribution plans of the Group for the years ended March
31, 2024 and 2023, were ¥57 million ($379 thousand) and ¥57 million, respectively.
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10.

EQUITY

Japanese companies are subject to the Companies Act of Japan (the "Companies Act"). The
significant provisions in the Companies Act that affect financial and accounting matters are
summarized below:

a.

Dividends

Under the Companies Act, companies can pay dividends at any time during the fiscal year in
addition to the year-end dividend upon resolution at the shareholders’ meeting. Additionally, for
companies that meet certain criteria including (1} having a Board of Directors, (2) having
independent auditors, (3) having an Audit & Supervisory Board, and (4) the term of service of the
directors being prescribed as one year rather than the normal two-year term by its articles of
incorporation, the Board of Directors may declare dividends (except for dividends-in-kind) at any
time during the fiscal year if a company has prescribed so in its articles of incorporation, With
respect to the third condition above, the Board of Directors of companies with an audit and
supervisory committee (as implemented under the Companies Act effective May 1, 2015) may
also declare dividends at any time because such companies, by nature, meet the criteria under
the Companies Act. The Company is organized as a company with an audit and supervisory
committee, effective July 6, 2017. However, the Company does not meet all the above criteria.

The Companies Act permits companies to distribute dividends-in-kind (noncash assets) to
shareholders subject to certain limitations and additional requirements.

Semiannual interim dividends may alsc be paid once a year upon resolution by the Board of
Directors if the articles of incorporation of a company so stipulate. The Companies Act provides
certain limitations on the amounts available for dividends or the purchase of treasury stock. The
limitation is defined as the amount available for distribution to the shareholders, but the amount
of net assets after dividends must be maintained at no less than ¥3 million.

Increases/Decreases and Transfer of Common Stock, Reserve and Surplus

The Companies Act requires that an amount equal to 10% of dividends must be appropriated as
a legal reserve (a component of retained earnings) or as additional paid-in capital (a component
of capital surplus), depending on the equity account charged upon the payment of such
dividends, until the aggregate amount of legal reserve and additional paid-in capital equals 25%
of the common stock. Under the Companies Act, the total amaount of additional paid-in capital
and legal reserve may be reversed without limitation. The Companies Act also provides that
common stock, legal reserve, additional paid-in capital, other capital surplus and retained
earnings can be transferred among the accounts within equity under certain conditions upon
resolution of the shareholders.

Treasury Stock and Treasury Stock Acquisition Rights

The Companies Act also provides for companies to purchase treasury stock and dispose of such
treasury stock by resolution of the Board of Directors. The amount of treasury stock purchased
cannot exceed the amount available for distribution to the shareholders which is determined by a
specific formula. Under the Companies Act, stock acquisition rights are presented as a separate
component of equity. The Companies Act also provides that companies can purchase both
treasury stock acquisition rights and treasury stock. Such treasury stock acquisition rights are
presented as a separate component of equity or deducted directly from stock acquisition rights.
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1.

INCOME TAXES

The Company and its domestic subsidiaries are subject to Japanese national and local income taxes
which, in the aggregate, resulted in a normal effective statutory tax rate of approximately 30.6% for

the years ended March 31, 2024 and 2023.

The tax effects of significant temporary differences which resulted in deferred tax assets and liabilities

at March 31, 2024 and 2023, were as follows:

Deferred tax assets:
Allowance for doubtful accounts
Loss on devaluation of investment securities
Loss on devaluation of golf club memberships
Loss on devaluation of insurance
Allowance for loss on construction contracts
Liability for employee's retirement benefits
Other
Valuation allowance

Total
Deferred tax liabilities:
Unrealized gains on available-for-sale securities
Other assets for retirement benefits

Total

Net deferfed tax liabilities

Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024

¥ b ¥ 4 $ 32

415 422 2,741

28 28 184

34 44 223

3 23 20

101 04 668

521 387 3,441
{466) (466) (3,079)

641 536 4,230
(1,939) {1,475) (12,804)
{1,897) {1,071) {12,528)
(3,836) {2,546) {25,332)
¥(3,195) ¥(2,010) ${(21,101)

A reconciliation between the normal effective statutory tax rates and the actual effective tax rates
reflected in the accompanying consolidated statement of income for the year ended March 31, 2024,

with the corresponding figures for 2023, was as follows:

Normal effective statutory tax rate

Expenses not deductible for income tax purposes
Income not taxable permanently for income tax purposes
Inhabitant tax

Valuation allowance

Tax credits for salary growth

Other—net

Actual effective tax rate
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2024 2023
30.6% 30.6%
1.0 1.8
(0.3) (0.5)
1.1 2.0

(0.1)

(2.2)

0.4 (0.2)
30.5% 34.0%




12.

REVENUE

(1) Disaggregation of Revenue

(2)

Revenues from contracts with customers on a disaggregated basis for the year ended March 31,
2024, were as follows:

Millions of Yen

Reportable
Segments
Equipment
Construction Others Total
Equipment construction:
Air conditioning:
Industrial equipment ¥ 46,554 ¥ 46,554
General building 23,449 23,449
Electrical equipment 2,519 2,519
Sales of cooling and heating equipment ¥1,065 1,065
Others 101 101
Revenues from contracts with customers ¥72522 ¥1,166 ¥73,688

Sales to external customers ¥72522 ¥1,166 ¥73,688

Thousands of U.S. Dallars

Reportable
Segments
Equipment
Construction Others Total
Equipment construction;
Air conditioning:
Industrial equipment $ 307,465 $ 307,465
General building 154,871 154,871
Electrical equipment 16,639 16,639
Sales of cooling and heating equipment $7,034 7,034
Others : 670 670
Revenues from contracts with customers $478,975 $7.704 $ 486,679
Sales to external customers $478,975 $7,704 $ 486,679

For the above equipment construction business, we mainly apply the method of recognizing
revenue over time as the performance obligation is satisfied, and for others, we apply the method
of recognizing revenue when the performance obligation is completely satisfied.

Basic Information to Understand Revenues from Contracts with Customers

It is described in Note 2.k. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—
Construction Contracts.
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13.

14.

15.

16.

(3) Contract Balances

Receivables from contract with customers, contract assets and contract liabilities at the
beginning and end of the vear are as follows:

Thousands of
Millions of Yen U.S. Dollars

2024 2024

Receivables from contracts with customers:

Balance at beginning of year ¥21,535 $142,233

Balance at end of year 26,925 177,828
Centract assets:

Balance at beginning of year 6,207 40,992

Balance at end of year 11,794 77,894
Contract liabilities:

Balance at beginning of year 1,631 10,775

Balance at end of year 2,551 16,848

Of the amount of revenue recognized in the current consolidated fiscal year, the amount included
in the contract liability balance as of the beginning of the period was ¥1,243 million
{$8,211 thousand).

(4) Transaction Prices Allocated to Remaining Performance Obligations

The unsatisfied performance obligations of the Group were ¥57,441 million ($379,371 thousand)
as of March 31, 2024.

The performance obligation relates to design and construction in the facility construction
business and is expected to be recognized as revenue 77% within one year after the balance
sheet date and the remaining 23% within two years,

RESEARCH AND DEVELOPMENT COSTS

Research and development costs charged to income were ¥344 million ($2,273 thousand) and
¥333 million for the years ended March 31, 2024 and 2023, respectively.

ASSETS PLEDGED
The carrying amounts of assets pledged as collateral at March 31, 2024 and 2023, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024
Shoert-term investments (time deposits) ¥220 ¥220 $1,453

LEASES
The Group leases certain cars, office equipment and other assets.
FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES
(1) Group Policy for Financial Instruments
The Group uses financial instruments, mainly bank loans, depending on its capital financing plan.

Cash surpluses, if any, are invested in low-risk financial assets. Short-term bank loans are used
to fund ongoing operations. Derivatives are not used.
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(2)

Nature and Extent of Risks Arising from Financial Instruments

Receivables, such as tfrade notes and trade accounts, are exposed to customer credit risk. The
Group thoroughly enforces credit risk management, which principally includes monitoring
payment terms, balances, and credit standings.

Investment securities, mainly equity instruments, are exposed to the risk of market price
fluctuations. The Group uses internal policies to recognize its fair values periodically.

Payment terms of payables, such as notes and trade accounts, are within one year.

Borrowings are exposed to market risks from changes in variable interest rates. Long-term debt
has been raised at a fixed interest rate of less than 30 months repayment period.

Risk Management for Financial Instruments
Credit risk management

Credit risk is the risk of economic loss arising from a counterparty’s failure to repay or service
debt according to the contractual terms. The Group manages its credit risk from receivables
based on internal guidelines, which include monitoring of payment terms and balances of major
customers by each business administration department to identify the default risk of customers at
an early stage. The maximum credit risk exposure of financial assets is limited to their carrying
amounts as of March 31, 2024,

Market risk management (foreign exchange risk and interest rate risk)

Investment securities are managed by monitoring market values and the financial position of
issuers on a regular basis.

Liquidity risk management

Liquidity risk comprises the risk that the Group cannot meet its contractual obligations in full on
its maturity dates. The Group manages its liquidity risk by holding adequate volumes of liquid
assets at the level of three months' settlement volume, along with adequate financial planning by
the administration department of head office.

Fair Values of Financial instruments

Fair values of financial instruments are as foliows: Investments in equity instruments that do not
have a quoted market price in an active market are not included in the following table. The fair
values of cash and cash equivalents are not disclosed because their maturities are short and the
carrying values approximate fair value.

(a) Fair value of financial instruments

Millions of Yen

Carrying Unrealized
March 31, 2024 Amount Fair Value Gain/Loss
Investment securities ¥10,705 ¥10,705
Total ¥10,705 ¥10,705
Long-term debt ¥ 125 ¥ 125
Total ¥ 125 ¥ 125
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(b)

Millions of Yen

Carrying Unrealized
March 31, 2023 Amount Fair Vaiue Gain/Loss
Investment securities ¥8,812 ¥8,812 .
Total ¥8,812 ¥8,812 _
Long-term debt ¥ 65 ¥ 65 -
Total ¥ 65 ¥ 65

Thousands of U.S. Dollars

Carrying Unrealized
March 31, 2024 Amount Fair Value Gain/Loss
Investment securities $70,705 $70,705
Total $70,705 $70,705
Long-term debt $ 825 § 825
Total $ 825 § 825

The note regarding "Cash and cash equivalents,” "Receivables trade notes” and
"Receivables trade accounts," "Payables trade notes" and" Payables trade accounts” and
"Income tax payable" is omitted because the fair value of these accounts approximates the
carrying amount.

Investment Securities

The fair values of investment securities are measured at the quoted market price of the
stock exchange for the equity instruments, and at the quoted price obtained from the
financial institution for certain debt instruments.

Long-Term Debt

The fair values of long-term debt are determined by discounting the cash flows related to the
debt at the Group's assumed corporate borrowing rate.

Carrying amount of financial instruments whose fair value cannot be refiably determined

Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024
Investments in equity instruments that do not
have a quoted market price in an active market ¥650 ¥650 54,291
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(5) Maturity Analysis for Financial Assets and Securities with Contractual Maturities

Millions of Yen

Due after Due after
Due in 1 Year 5 Years
1 Year through through Due after
March 31, 2024 or Less 5 Years 10 Years 10 Years
Short-term investments ¥ 1174
Receivables 38,719
Total ¥39,893
March 31, 2023
Short-term investments ¥ 909
Receivables 27,742
Total ¥ 28,651
Thousands of U.S. Dollars
Due after Due after
Due in 1 Year 5Years
1 Year through through Due after
March 31, 2024 or Less 5 Years 10 Years 10 Years
Short-term investments $ 7,754
Receivables 255722
Total $263,476

Please see Note 7 for annual maturities of long-term debt.

Financial Instruments Categorized by Fair Value Hierarchy

The fair value of financial instruments is categorized into the following three levels, depending on
the observability and significance of the inputs used in making fair value measurements:

Level 1;
identical assets or liabilities.

Level 2:

Fair values measured by using quoted prices (unadjusted) in active markets for

Fair values measured by using inputs other than quoted prices included within

Level 1 that are observable for the assets or liabilities, either directly or indirectty.

Level 3:

Fair values measured by using unobservable inputs for the assets or liabilities.

If muitiple inputs are used that have a significant impact on the measurement of fair value, fair
value is classified at the lowest level in the fair value measurement among the levels to which

each of these inputs belongs.

Millions of Yen

March 31, 2024 Level 1 Level 2 Level 3 Total

Investment securities ¥9,999 ¥706 ¥10,705
Total ¥9,999 ¥706 ¥10,705
Long-term debt _ ¥125 ¥ 125
Total - ¥125 ¥ 125
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March 31, 2023
Investment securities

Total

Long-term debt

Total

March 31, 2024
Investment securities

Total

Long-term debt

Total

17. OTHER COMPREHENSIVE INCOME (LOSS)

Millions of Yen

Level 1 Level 2 Level 3 Total
¥8,295 ¥517 ¥8,812
¥8,295 ¥517 ¥8,812
¥ 65 ¥ 65
¥ 65 ¥ B85

Thousands of U.S. Dollars

Level 1 Level 2 Level 3 Total

$66,041 $4,664 $70,705

$66,041 $4,664 $70,705
$ 825 $ 825
$ 825 $ 825

The components of other comprehensive income (loss) for the years ended March 31, 2024 and

2023, were as follows:

Unrealized gain (loss) on available-for-sale
securities:
Gains (losses) arising during the year
Reclassification adjustments to profit or loss
Amount before income tax effect
Income tax effect

Total

Foreign currency translation adjustments—
Adjustments arising during the year

Defined retirement benefit plans:
Adjustments arising during the year
Reclassification adjustments te profit or loss
Amount before income tax effect
Income tax effect

Total

Total other comprehensive income (loss)
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Thousands of

Millions of Yen U.S. Dollars
2024 2023 2024

¥1,994 ¥(722) $13172
{116) ] (768)
1,878 (713) 12,404
{466) 244 (3,079)
¥1,412 ¥ (469) $ 9,325
$ 4
¥2 564 ¥ (27 $16,936
(152) (223) 1,007)
2,412 (250) 15,929
(738) 77 (4,874)
¥1,674 ¥(173) $11,055
¥3,086 ¥(642) $20,384




18.

19,

20.

NET INCOME PER SHARE

Basic net income per share ("EPS") for the years ended March 31, 2024 and 2023, was as follows:

Millions Thousands
of Yen of Shares Yen U.S. Dollars
Net Income

Attributable Weighted-
to Owners of Average

Year Ended March 31, 2024 the Parent Shares EPS
Basic EPS—Net income available
to common shareholders ¥4 506 21,516 ¥209.44 $1.38

Year Ended March 31, 2023

Basic EPS—Net income available
to common shareholders ¥2 339 21,772 ¥107.43

SEGMENT INFORMATION

Under ASBJ Statement No. 17, "Accounting Standard for Segment Information Disclosures," and
ASBJ Guidance No. 20, "Guidance on Accounting Standard for Segment Information Disclosures,” an
entity is required to report financial and descriptive information about its reportable segments.
Reportable segments are operating segments or aggregations of operating segments that meet
specified critetia. Operating segments are components of an entity about which separate financial
information is available and such information is evaluated regularly by the chief operating decision
maker in deciding how to allocate resources and in assessing performance. Generally, segment
information is required to be reported on the same basis as is used internally for evaluating operating
segment performance and deciding how to allocate resources to operating segments.

Segment information about sales, profit (loss), assets, liabilities, and other items was not shown
because the Group operates entirely in the equipment construction segment.

SIGNIFICANT SUBSEQUENT EVENTS
Details of the Share Ownership Plan for Directors and Employees

Performance-Based Stock Compensation Plan for Directors and Executive Officers (Directors’
Compensation BIP Trust)

At the 75th Ordinary General Meeting of Shareholders held on June 26, 2024, the Company resolved
to introduce a performance-based stock compensation plan for directors (excluding directors who are
members of the Audit and Supervisory Committee, outside directors, and non-residents of Japan) and
executive officers (excluding delegated executive officers and non-residents of Japan) of the
Company. The Company's directors {excluding directors who are members of the Audit Committee,
outside directors, and non-residents of Japan) and executive officers (excluding delegated executive
officers and non-residents of Japan) are hereinafter collectively referred to as "Directors, etc." The
purpose of this performance-linked stock compensation plan (hereinafter referred to as the "Plan") is
to clarify the linkage between the compensation of Directors, etc. and the Company's business
performance and stock value, to enable Directors, etc. to share the returns and risks associated with
stock price fluctuations with shareholders, and to raise awareness of their contribution to improving
business performance and increasing corporate value over the medium to long term. The Company
has obtained approval for the introduction of the performance-linked stock compensation plan.
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Cutline of the Plan

The Plan is a stock-based compensation plan under which, for the three fiscal years from the fiscal
year ending March 31, 2025 to the fiscal year ending March 31, 2027, the Company will, at the time
of retirement of Directars, etc., deliver shares of the Company's stock and provide cash benefits in an
amount equivalent to the cash proceeds from the conversion of the Company's stock, depending on
their position and the degree of achievement of perfermance targets in each fiscal year of the
Medium-term Three-Year Business Plan. The Company has established a stock compensation plan
under which the Company provides Directors, etc. with the Company's shares and cash benefits
equivalent to the cash proceeds from the disposition of the Company's shares at the time of their
retirement from office, etc.

Introduction of a Performance-Based Stock Compensation Plan {Stock Grant ESOP Trust) for
Employed Executive Officers

Based on the resolution of the Board of Directors meeting held on May 14, 2024, the Company has
adopted an incentive plan for its employed executive officers (excluding non-residents in Japan). The
purpose of this incentive plan is to raise awareness of the need to contribute to improving the
Company's medium- and long-term performance and increasing its corporate value.

The Company has introduced the "Stock Grant ESOP Trust" (hereinafter referred to as the "Plan®),
Outline of the Plan

This is a trust-type employee incentive plan based on the Employee Stock Ownership Plan (ESOP) in
the U.S. The Company establishes a trust by contributing funds for the acquisition of the Company's
shares, with people who satisfy certain requirements among the executive officers as beneficiaries,
The trust acquires the number of the Company's shares expected to be delivered to the executive
officers from the stock market or the Company (disposal of treasury stock) in accordance with the
predetermined share delivery rules. Thereafter, in accordance with the Share Delivery Regulations,
the Trust shall deliver and pay to the Executive Officers, at the time of their retirement, the Company's
shares and an amount equivalent to the cash proceeds from the conversion of the Company's shares
in accordance with the degree of achievement of performance targets, efc. during the trust period.
The executive officers do not bear any responsibility for the acquisition of the Company shares to be
acquired by the trust, as the Company will contribute the entire acquisition cost.

* ok ok ok ok ok
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