Financial Section

Consolidated Balance Sheets

Sumitomo Realty & Development Co., Ltd. and its consolidated subsidiaries
As of March 31, 2019 and 2018

Millions of yen

Assets
Current assets:

Thousands of
U.S. dollars (Note 1)

Thousands of
Millions of yen U.S. dollars (Note 1)

Liabilities and Net Assets
Current liabilities:

Cash, time and notice deposits (Notes 3, 5 and 6) ¥ 172,192 ¥ 263,210 $ 1,551,279
Notes and accounts receivable—trade (Note 6) 21,567 23,773 194,297
Allowance for doubtful accounts (73) (66) (658)
Inventories (Note 4) 679,903 783,308 6,125,252
Other current assets 59,422 55,893 535,334
Total current assets 933,011 1,126,118 8,405,504
Investments:
Investments in unconsolidated subsidiaries and affiliates (Note 6) 61,544 68,083 554,450
Investments in securities and other (Notes 6 and 7) 433,301 435,615 3,903,613
Allowance for doubtful accounts (9,154) (9,469) (82,468)
Total investments 485,691 494,229 4,375,595
Property and equipment:
Land (Notes 4, 5 and 19) 2,523,937 2,464,161 22,738,171
Buildings and structures (Notes 4, 5 and 19) 1,378,337 1,287,335 12,417,450
Machinery and equipment (Notes 4, 5 and 19) 35,518 33,576 319,982
Leased assets 2,150 1,778 19,369
Construction in progress (Notes 4, 5 and 19) 139,451 94,397 1,256,316
4,079,393 3,881,247 36,751,288
Accumulated depreciation and accumulated impairment losses (548,382) (510,894) (4,940,378)
Net property and equipment 3,531,011 3,370,353 31,810,910
Other assets:
Guarantee and lease deposits paid to lessors (Note 6) 70,299 71,064 633,324
Leasehold rights and other intangible assets 56,752 54,753 511,279
Deferred income taxes (Note 12) 14,809 14,295 133,414
Other 35,892 36,387 323,352
Total other assets 177,752 176,499 1,601,369
Total assets ¥5,127,465 ¥5,167,199 $46,193,378

Short-term debt (Notes 6 and 8) ¥ 25,643 ¥ 61416 $ 231,018
Long-term debt due within one year (Notes 6 and 8) 169,619 275,752 1,528,099
Long-term non-recourse debt due within one year (Notes 5, 6 and 8) 102,298 49,410 921,604
Notes and accounts payable—trade (Note 6) 54,939 28,751 494,946
Accrued income taxes 29,260 34,198 263,604
Accrued bonuses 5,573 5,283 50,207
Deposits received (Note 13) 61,582 60,382 554,793
Other current liabilities (Note 13) 128,458 153,388 1,157,279
Total current liabilities 577,372 668,580 5,201,550
Long-term liabilities:
Long-term debt due after one year (Notes 6 and 8) 2,744,327 2,725,646 24,723,667
Long-term non-recourse debt due after one year (Notes 5, 6 and 8) 300,900 361,289 2,710,811
Guarantee and deposits received (Notes 6 and 13) 278,766 267,215 2,511,405
Net defined benefit liability (Note 9) 6,019 5,965 54,225
Other long-term liabilities (Notes 12 and 13) 11,964 23,529 107,784
Total long-term liabilities 3,341,976 3,383,644 30,107,892
Contingent liabilities (Note 20)
Net assets (Note 14):
Shareholders’ equity
Common stock:
Authorized —1,900,000 thousand shares
Issued —476,086 thousand shares 122,805 122,805 1,106,351
Capital surplus 104,154 104,154 938,324
Retained earnings 882,816 765,326 7,953,297
Treasury stock (4,470) (4,443) (40,270)
Total shareholders' equity 1,105,305 987,842 9,957,702
Accumulated other comprehensive income (loss)
Net unrealized holding gains on securities 109,210 131,115 983,874
Net deferred losses on hedges (3,972) (2,049) (35,784)
Foreign currency translation adjustments (2,352) (2,093) (21,189)
Remeasurements of defined benefit plans (74) 160 (667)
Total accumulated other comprehensive income 102,812 127,133 926,234
Total net assets 1,208,117 1,114,975 10,883,936
Total liabilities and net assets ¥5,127,465 ¥5,167,199 $46,193,378

See accompanying notes.
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Consolidated Statements of Income

Sumitomo Realty & Development Co., Ltd. and its consolidated subsidiaries
For the years ended March 31, 2019, 2018 and 2017

Consolidated Statements of Changes in Net Assets

Sumitomo Realty & Development Co., Ltd. and its consolidated subsidiaries
For the years ended March 31, 2019, 2018 and 2017

Thousands of Thousands Millions of yen
Millions of yen U.S. dollars (Note 1) Shareholders’ equity Accumulated other comprehensive income (loss)
- Remeasure- Total
2018 2017 Number of Net unrealized Foreign ments of accumulated
" h f Total hold i Net deferred defined thi Non-
Revenue from Operatlons ¥1 ,01 3,230 ¥948,402 ¥925,1 51 $9,1 28, 198 Scoamrer;o?v Common Capital Retained Treasury shareﬁoa\ders' (()\os‘Segs)gger5 gaeins a;g:s) trcaunrg\ear:\'c(‘)/n bZrllne(fe\I comporeheerns'\ve (om;)on\hng Total net
Costs and expenses: stock stock surplus earnings stock equity securities on hedges adjustments plans income (loss) interests assets
p . . Balance at April 1, 2016 476,086 ¥122,805  ¥132,748  ¥569,740 ¥(4,335) ¥ 820,958 ¥ 72,262 ¥(4,247) ¥ (510) ¥(364) ¥ 67,141 ¥29,178 ¥917,277
Cost of revenue from operations 711,052 664,015 664,184 6,405,874 Profit attributable to owners of parent = = — 103,489 — 103,489 - - - - - - 103,489
Selling, general and administrative expenses 81,759 78,750 72,796 736,567 Foreign currency translation adjustments — — — — — — — — (755) — (755) — (755)
792,81 1 742,765 736,980 7,142’441 Net u.n.reialized holding gains (losses) on securities — — — — — — 24,930 — — — 24,930 — 24,930
Acquisition of treasury stock — — — — (47) (47) — — — — — — 47)
Operating income 220,419 205,637 188,171 1,985,757 E:S"h";jv'igfe;‘jj;“a‘i{;t‘JCk - - ! - ’ ’ - - - - - - ’
Other income (expenses): Final for prior year (¥11 per share) — — — (5,214) — (5,214) = = — — — — (5.214)
Interest expense, net (19,589) (20,096) (21,469) (176,477) Interim for current year (¥11 per share) — — R E) R E) — — — — — — (5213)
i R Change in treasury shares of parent arising from
DI\/lldend income : 9.472 8,229 6,588 85,333 transactions with non-controlling shareholders — — (2) — — (2) — — — — — — (2)
Gain on sale of property and equipment 75 38 15 676 Profit attributable to non-controlling interests — — — — — — — — — — — 2578 2,578
Loss on sale of property and equipment (3,724) (217) (3) (33,550) Net deferred gains (losses) on hedges - - - - - - - 1,718 - - 1,718 - 1.718
i p - Remeasurements of defined benefit plans — — — — — — — — — 337 337 — 337
Loss on lmpalrment of fixed assets (NOte 10) (8'576) (1 0'63 5) (1 5'538) (77'261) Balance at April 1, 2017 476,086 ¥122,805  ¥132,748  ¥662,802 ¥(4,379) ¥ 913,976 ¥ 97,192 ¥(2,529) ¥(1,265) ¥ (27) ¥ 93371 ¥3175 ¥1,039,103
Loss on disposal of property and equipment (1,280) (601) (1,522) (11,532) Profit attributable to owners of parent — — — 119,731 119,731 - - - - - - 119,731
Gain on sale of investments in securities 12 1,010 43 108 Foreign currency translation adjustments — — — — — — — — (828) — (828) = (828)
. . e . o o Net unrealized holding gains (losses) on securities — — — — — — 33,923 — — — 33,923 — 33,923
Loss on sale of |Qvestm§nts in secur!tles - (47) Acquisition of treasury stock — — = = ] ) = — — — = — )
Loss on devaluation of investments in securities (1,105) — — (9,955) Disposal of treasury stock _ _ _ _ _ _ _ _ _ _ _ _ _
Other, net (6,115) (6,874) (5,662) (55,090) Change in scope of consolidation — — — (4,885) — (4,885) — — — — — — (4,885)
Cash dividends paid:
(30,830) (29,193) (37,548) (277,748 Final for prior year (¥13 per share) — — — (6,161) — (6,161) — — — — — — (6,161)
Income before income taxes 189,589 176,444 150,623 1,708,009 Interi for curren year (¥13 per share) - - — (6160 — (6160 - - - - - - (6,161)
. . " — Change in treasury shares of parent arising from
Income taxes (Note 1 2)! transactions with non-controlling shareholders — — (28,594) — — (28,594) — — — — — — (28,594)
Current 62'823 62’098 53’ 161 565’973 Profit attributable to non-controlling interests — — — — — — — — — — — (31,756) (31,756)
Net deferred gains (losses) on hedges — — — — — — — 480 — — 480 — 480
Deferred (41051) (6‘ ! 80) (9’ 533) (36'496) Remeasurements of defined benefit plans — — — — — — — — — 187 187 — 187
Total 58,772 55,918 43,628 529,477 Balance at April 1, 2018 476,086  ¥122,805 ¥104,154 ¥765326 ¥(4,443)¥ 987,842  ¥131,115  ¥(2,049) ¥(2,093)  ¥160 ¥127,133 ¥ — ¥1,114,975
" Profit attributable to owners of parent — — — 130,817 — 130,817 — — — — — — 130,817
Profit 130,817 120,526 106,995 1,178,532 Foreign currency translation adjustments — — — — — — — — (259) — (259) — (259)
: : : : Net unrealized holding gains (losses) on securities — — — — — — (21,905) — — —  (21,905) — (21,905)
Profit attributable to non-controlling interests — 795 3,506 — Acquisition of treasury stock _ _ _ _ @7 @7 _ _ _ _ _ _ @7)
- n Disposal of treasury stock — — 0 — 0 0 — — — — — — 0
Profit attributable to owners of parent ¥ 130,817 ¥119,731 ¥103,489 $1,178,532 Change in scope of consolidation _ _ _ (57) _ (57) _ _ _ _ _ _ (57)
Cash dividends paid:
Yen U.S. dollars (Note 1) Final for prior year (¥14 per share) — — — (6,635) — (6,635) — — — — = = (6,635)
m 2018 2017 Interim for current year (¥14 per share) — — — (6,635) — (6,635) — — — — — — (6,635)
Amounts per share of common stock: Profit attributable to non-controlling interests - - - - - - — - - — - — -
= P. i . Net deferred gains (losses) on hedges — — — — — — — (1,923) — — (1,923) — (1,923)
Profit attributable to owners of parent: Remeasurements of defined benefit plans — — — — — — — — — (234) (234) — (234)
—Basic ¥276.02 ¥252.62 ¥218.34 $2.49 Balance at March 31, 2019 476,086  ¥122,805 ¥104,154 ¥882,816  ¥(4,470) ¥1,105,305  ¥109,210  ¥(3,972) ¥(2,352) ¥ (74) ¥102,812 ¥ — ¥1,208,117
—Diluted — — — —
Cash dividend applicable to the year 30.00 27.00 24.00 0.27 Thousands of Us. dollars (Note 1)
, Shareholders' equity Accumulated other comprehensive income (loss)
See accompanying notes. Remeasure. ol
Net unrealized Foreign ments of accumulated
H H Total hold Net deferred defined th Non-
Co n SO I I d ated State m e n ts Of CO m p re h e n s I Ve I n Co m e Common Capital Retained Treasury share:ua\ders' L()Ios‘zgs)gzps gaems ?\uesrsr:s) tr[aL:;\anl(gn beer:r;:\l com;eheernsive com:jon\ﬁng Total net
stock surplus earnings stock equity securities on hedges adjustments plans income (loss) interests assets
Sumitomo Realty & Development Co., Ltd. and its consolidated subsidiaries Balance at April 1, 2018 $1,106,351 $938,324 $6,894,829 $(40,027) $8,899,477 $1,181,216  $(18,459) $(18,856) $1,441 $1,145,342 $— $10,044,819
For the years ended March 31, 2019, 2018 and 2017 Profit attributable to owners of parent — — 1,178,532 — 1,178,532 — — — — — — 1,178,532
Thousands of Foreign currency translation adjustments — — — — — — — (2,333) — (2,333) — (2,333)
Millions of yen U.S. dollars (Note 1) Net unrealized holding gains (losses) on securities — — — — —  (197,342) — — —  (197,342) — (197,342)
2019 2018 2017 Acquisition of treasury stock — — — (243) (243) — — — — — — (243)
5 Disposal of treasury stock — 0 — 0 0 — — — — — — 0
Profit — ¥130,817 ¥120,526 ¥106,995 $1,178,532 Change in scope of consolidation — — (514) — (514) — — — — — — (514)
Other comprehensive income (loss) (Note 18) el el
Net unrealized holding gains (losses) on securities (21,905) 33,935 24,930 (197,342) Final for prior year ($0.13 per share) — —  (59,775) —  (59,775) — — — — — — (59,775)
Net deferred gains (losses) on hedges (1,923) 538 1,705 (17,325) Interim for current year ($0.13 per share) = —  (59,775) —  (59,775) — — — — = — (59,775)
Foreign currency translation adjustments (259) (1,098) (927) (2,333) Profit attributable to non-controlling inerests - - - - - - - - - - - -
R ts of defined benefit plans (234) 188 447 (2 108) Net deferred gains (losses) on hedges - - - - - —  (17,325) - — (17,325 - (17,325)
emeasuremen - p ’ Remeasurements of defined benefit plans — — — — — — — — (2,108) (2,108) — (2,108)
Total other comprehensive income (loss) (24,321) 33,563 26,150 (219,108) $1,106,351 $938,324 57,953,207 $(40,270) $9,957,702 § 983,874 $(35784) $(21,189) § (667)$ 926,234 $— $10,883,936
Comprehensive income ¥106,496 ¥154,089 ¥133,145 $ 959,424 See accompanying notes.
Comprehensive income attributable to:
Owners of the parent ¥106,496 ¥153,493 ¥129,719 $ 959,424
Non-controlling interests — 596 3,426 —

See accompanying notes.
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Consolidated Statements of Cash Flows

Sumitomo Realty & Development Co., Ltd. and its consolidated subsidiaries
For the years ended March 31, 2019, 2018 and 2017

Thousands of

Millions of yen U.S. dollars (Note 1)
Cash flows from operating activities:
Income before income taxes ¥ 189,589 ¥ 176,444 ¥ 150,623 $ 1,708,009
Depreciation and amortization 46,313 41,628 39,446 417,234
Loss on impairment of fixed assets (Note 10) 8,576 10,635 15,538 77,261
Provision for (Reversal of) allowance for doubtful accounts (309) (525) 411 (2,784)
Increase (Decrease) in net defined benefit liability (242) 91 702 (2,180)
Loss (Gain) on sale of property and equipment, net 3,649 179 (12) 32,874
Loss on disposal of property and equipment 1,280 601 1,522 11,532
Loss (Gain) on sale of investments in securities, net (12) (963) (43) (108)
Loss (Gain) on devaluation of investments in securities 1,105 — — 9,955
Interest and dividend income (10,067) (8,484) (6,707) (90,694)
Interest expense 20,184 20,352 21,588 181,838
Decrease (Increase) in notes and accounts receivable—trade 2,233 (5,669) 1,090 20,117
Decrease (Increase) in inventories 65,981 25,915 5,574 594,423
Increase (Decrease) in notes and accounts payable—trade 26,190 (12,536) (12,936) 235,946
Increase (Decrease) in advances received (13,104) 17,076 7,816 (118,054)
Other, net (1,800) (6,648) 5,029 (16,216)
Total 339,566 258,096 229,641 3,059,153
Proceeds from interest and dividend income 10,066 8,484 6,707 90,685
Payments for interest (20,147) (20,395) (22,295) (181,505)
Payments for income tax and other taxes (69,427) (56,252) (55,545) (625,468)
Net cash provided by operating activities 260,058 189,933 158,508 2,342,865
Cash flows from investing activities:
Payments for purchases of property and equipment (188,573) (220,017) (254,931) (1,698,856)
Proceeds from sale of property and equipment 6,617 357 125 59,613
Payments for purchases of investments in securities (31,281) (28,835) (21,249) (281,811)
Proceeds from sale and redemption of investments in securities 334 2,197 1,858 3,009
Payments for guarantee and lease deposits paid to lessors (738) (1,317) (1,720) (6,649)
Proceeds from guarantee and lease deposits paid to lessors 4,475 28,462 8,361 40,315
Payments for guarantee and lease deposits received (14,324) (11,276) (11,260) (129,045)
Proceeds from guarantee and lease deposits received 35,664 25,271 22,974 321,297
Receipts of deposits from partnership investors 1,004 2,420 2,757 9,045
Restitution of deposits from partnership investors (10,442) (11,544) (13,626) (94,072)
Other, net (11,949) (6,252) (7,451) (107,648)
Net cash used in investing activities (209,213) (220,534) (274,162) (1,884,802)
Cash flows from financing activities:
Increase (Decrease) in short-term debt, net (35,773) (2,892) (12,610) (322,279)
Proceeds from issuance of bonds — 30,000 20,000 —
Redemption of bonds (60,000) (80,000) (20,000) (540,541)
Proceeds from non-recourse bonds 4,900 1,700 14,500 44,144
Redemption of non-recourse bonds (4,900) (1,700) (16,460) (44,144)
Proceeds from long-term loans payable 198,300 376,000 520,200 1,786,486
Repayment of long-term loans payable (225,752) (209,622) (296,737) (2,033,802)
Proceeds from long-term non-recourse loans 37,110 12,610 109,500 334,324
Repayment of long-term non-recourse loans (44,611) (21,258) (106,820) (401,901)
Decrease (Increase) in treasury stocks, net (27) (64) (43) (243)
Cash dividends paid (13,269) (12,337) (11,276) (119,541)
Payments for purchases of investments in subsidiaries not resulting
in change in scope of consolidation — (60,910) — —
Other, net (2,036) (5,066) (2,257) (18,341)
Net cash provided by (used in) financing activities (146,058) 26,461 197,997 (1,315,838)
Effect of exchange rate changes on cash and cash equivalents 243 (124) (388) 2,189
Net increase (decrease) in cash and cash equivalents (94,970) (4,264) 81,955 (855,586)
Cash and cash equivalents at beginning of year 262,046 267,944 185,989 2,360,775
Increase in cash and cash equivalents of a newly consolidated
subsidiary 3,631 — — 32,712
Decrease in cash and cash equivalents resulting from exclusion
of subsidiaries from consolidation — (1,634) — —
Cash and cash equivalents at end of year (Note 3) ¥ 170,707 ¥ 262,046 ¥ 267,944 $ 1,537,901

See accompanying notes.

Notes to Consolidated Financial Statements

Sumitomo Realty & Development Co., Ltd. and its consolidated subsidiaries
As of and for the years ended March 31, 2019, 2018 and 2017

H Basis of presenting consolidated

financial statements
The accompanying consolidated financial statements of Sumitomo Realty
& Development Co., Ltd. (“the Company”) and its consolidated
subsidiaries have been prepared in accordance with the provisions set
forth in the Financial Instruments and Exchange Act and its related
accounting regulations, and in conformity with accounting principles
generally accepted in Japan ("Japanese GAAP"), which are different in
certain respects as to application and disclosure requirements from
International Financial Reporting Standards ("“IFRS").

The accounts of the Company’s overseas subsidiaries are based on
their accounting records maintained in conformity with generally
accepted accounting principles prevailing in the respective countries of
domicile. The accompanying consolidated financial statements have been
restructured and translated into English (with certain expanded
disclosure) from the consolidated financial statements of the Company
prepared in accordance with Japanese GAAP and filed with the
appropriate Local Finance Bureau of the Ministry of Finance as required
by the Financial Instruments and Exchange Act. Certain supplementary
information included in the statutory Japanese-language consolidated
financial statements, but not required for fair presentation, is not
presented in the accompanying consolidated financial statements.

The translation of the Japanese yen amounts into U.S. dollars is
included solely for the convenience of readers outside Japan, using the
prevailing exchange rate at March 31, 2019, which was ¥111.00 to U.S.
$1. The translation should not be construed as representations that the
Japanese yen amounts have been, could have been or could in the future
be converted into U.S. dollars at this or any other rate of exchange.

2] Accounting policies

(1) Consolidation

The accompanying consolidated financial statements include the
accounts of the Company and significant companies over which the
Company has power of control through majority voting rights or
existence of certain conditions evidencing control by the Company.

In the elimination of investments in subsidiaries, the assets and
liabilities of the subsidiaries, including the portion attributable to minority
shareholders, are recorded based on the fair value at the time the
Company acquired control of the respective subsidiaries.

All significant intercompany balances, transactions and profits have
been eliminated in consolidation.

(2) Foreign currency translation
Receivables and payables denominated in foreign currencies are
translated into Japanese yen at the year-end rate.

Financial statements of consolidated overseas subsidiaries are
translated into Japanese yen at the year-end rate, except for
shareholders’ equity accounts, which are translated at historical rates,
and income statement items resulting from transactions with the
Company, which are translated at the rates used by the Company.

Differences arising from translation are presented as “Foreign
currency translation adjustments” in net assets.

(3) Cash and cash equivalents

In preparing the consolidated statements of cash flows, cash on hand,
readily available deposits and short-term, highly liquid investments with
maturities not exceeding three months at the time of purchase are
considered to be cash and cash equivalents.

(4) Recognition of revenue

Revenues from sales operations of condominiums, detached houses and
land lots are recognized when the units are delivered and customers
accepted the delivery. Revenues from leasing operations of office
buildings, residences and other properties are recognized as rent accrues
over the lease term.

(5) Inventories

Inventories are stated at cost, determined by the specific identification
method principally. The carrying amount of inventories is written down
when the profitability declines.

(6) Securities

Held-to-maturity securities are stated at amortized cost. Investments in
subsidiaries and affiliates that are not consolidated or accounted for using
the equity method are stated at moving-average cost. Available-for-sale
securities with available fair values are stated at fair value. Unrealized
gains and losses on these securities are reported, net of applicable income
taxes, as a separate component of net assets. Realized gains and losses
on the sale of such securities are computed using moving-average cost.

Preferred equity securities are stated at cost determined by the
specific identification method, and securities with no available fair value
are stated at moving-average cost.

Investments in limited partnerships, which are regarded as securities
under the Financial Instruments and Exchange Act, are accounted for in a
manner similar to the equity method based on the recent financial
statements.

If the market value of held-to-maturity securities, investments in subsid-
iaries and affiliates and available-for-sale securities declines significantly, such
securities are stated at fair value and the difference between fair value and
the carrying amount is recognized as a loss in the period of the decline. If the
fair value of investments in unconsolidated subsidiaries and affiliated compa-
nies not accounted for using the equity method is not readily available, such
securities should be written down to the net asset value with a correspond-
ing charge in the income statement in the event net asset value declines
significantly. In these cases, such fair value or the net asset value will be the
carrying amount of the securities at the beginning of the next fiscal year.

(7) Property and equipment

The Company and its consolidated domestic subsidiaries depreciate
buildings using the straight-line method, and other property and equip-
ment (excluding facilities attached to buildings and structures acquired
on or after April 1, 2016) using the declining-balance method over their
estimated useful lives. The consolidated overseas subsidiaries depreciate
property and equipment using primarily the straight-line method in
accordance with the accounting principles in the respective countries.

In addition, the Company and its consolidated domestic subsidiaries
depreciate facilities attached to buildings and structures acquired on or
after April 1, 2016 using the straight-line method.

Leased assets related to finance lease transactions without title trans-
fer are depreciated using the straight-line method over the lease periods
as their useful lives with no residual value.

Estimated useful lives used in the computation of depreciation are
generally as follows:

Buildings and structures..................... 6 to 60 years
Machinery and equipment................. 2 to 20 years
Leased assets .......cccovvieiiiiiiiii, Lease periods

Sumitomo Realty & Development Co., Ltd.
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(8) Software costs
Software costs are amortized using the straight-line method over the
estimated useful lives (five years).

(9) Allowance for doubtful accounts

The Company and its consolidated subsidiaries provide for doubtful
accounts at an estimated uncollectable amount based on the evaluation
of certain identified doubtful and bankrupt receivables plus an amount
calculated using the percentage of actual collection losses in certain
reference periods with respect to remaining receivables.

(10) Lease transactions

Leased assets related to finance lease transactions without title transfer
are depreciated using the straight-line method over the lease periods as
their useful lives with no residual value.

(11) Income taxes

Income taxes are provided for on the basis of income for financial state-
ment purposes. The tax effects of temporary differences between the
carrying amounts of assets and liabilities for financial statements and
income tax purposes are recognized as deferred income taxes.

(12) Employees’ severance and retirement benefits

The Company and its certain consolidated subsidiaries provide two types
of post-employment benefit plans, lump-sum payment plans and defined
benefit corporate pension plans, under which all eligible employees are
entitled to benefits based on their current rate of pay, length of service
and the conditions under which termination occurs.

For the calculation of retirement benefit obligations, the estimated
amount of retirement benefits is allocated to the respective fiscal years by
the straight-line method.

Some of the Company’s consolidated subsidiaries calculate net defined
benefit liability and retirement benefit expenses by using a simplified method
in which retirement benefit obligations are equal to the amount that would
be paid if all employees resigned voluntarily at the end of the fiscal year.

Prior service costs are recognized as expenses in the period in which
they are incurred, and actuarial gains and losses are recognized as
expenses in the following period.

(13) Construction contracts

The construction projects for which the outcome of the portion com-
pleted by the end of the fiscal year under review can be reliably esti-
mated are accounted for by the percentage-of-completion method (the
degree of completion of each construction project is estimated using the
cost-comparison method), while other construction projects are
accounted for by the completed-contract method.

(14) Derivative transactions and hedge accounting

The Company and its consolidated subsidiaries state derivative financial
instruments at fair value and recognize changes in the fair value as gains
or losses unless derivative financial instruments are used for hedging
purposes and qualify for hedge accounting.

If derivative financial instruments are used as hedges and meet certain
hedging criteria, the Company and its consolidated subsidiaries defer
recognition of gains or losses resulting from changes in fair value of the
derivative financial instruments until the related gains or losses on the
hedged items are recognized.

However, in cases where foreign exchange forward contracts are used
as hedges and meet certain hedging criteria (regarding foreign exchange
contracts), the foreign exchange forward contracts and hedged items are
accounted for in the following manner:

1. If a foreign exchange forward contract is executed to hedge an exist-
ing foreign currency receivable or payable,

(a) the difference, if any, between the Japanese yen amount of the
hedged foreign currency receivable or payable translated using the
spot rate at the inception date of the contract and the carrying
amount of the receivable or payable is recognized in the income
statement in the period which includes the inception date; and

(b) the discount or premium on the contract (that is, the difference
between the Japanese yen amount of the contract translated using
the contracted forward rate and that translated using the spot rate
at the inception date of the contract) is recognized over the term of
the contract.

2. If a foreign exchange forward contract is executed to hedge a future
transaction denominated in a foreign currency, the future transaction
will be recorded using the contracted forward rate, and no gains or
losses on the foreign exchange forward contract are recognized.

Also, if interest rate swap contracts are used as a hedge and meet
certain hedging criteria (regarding interest rate swap contracts), the net
amount to be paid or received under the interest rate swap contracts is
added to or deducted from the interest on the assets or liabilities relative
to which the swap contract was executed as a hedge.

(15) Amounts per share of common stock
The computation of earnings per share is based on the weighted-average
number of shares of common stock outstanding during each year.

Diluted earnings per share is computed based on the amount of profit
attributable to owners of parent on common stock and the weighted-av-
erage number of shares of common stock outstanding during each year
after giving effect to the dilutive potential of shares of common stock to
be issued upon the exercise of stock options.

Diluted earnings per share is not presented as there are no potential
shares.

Cash dividends per share represent actual amounts applicable to the
respective year.

(16) New accounting pronouncements (Accounting standards and
guidance issued but not yet effective)
" Accounting Standard for Revenue Recognition” (ASBJ Statement No.
29, March 30, 2018)
“Implementation Guidance on Accounting Standard for Revenue
Recognition” (ASBJ Guidance No. 30, March 30, 2018)
(1) Overview
The standard and guidance provide comprehensive principles for
revenue recognition. Under the standard and guidance, revenue is
recognized by applying the following 5 steps:
Step 1: Identify contract(s) with customers
Step 2: Identify the performance obligations in the contract
Step 3: Determine the transaction price
Step 4: Allocate the transaction price to the performance obligation in
the contract
Step 5: Recognize revenue when (or as) the entity satisfies a perfor-
mance obligation

(2) Effective date
Effective from the beginning of the fiscal year ending March 31, 2022
(3) Effects of the application of the standards
The Company and its consolidated domestic subsidiaries are currently
in the process of determining the effects of these new standards on
the consolidated financial statements.

(17) Changes in presentation methods

(Changes due to adoption of “Partial Amendments to Accounting
Standard for Tax Effect Accounting”)

Effective from the beginning of the year ended March 31, 2019, the
Company and its consolidated subsidiaries adopted “Partial Amendments
to Accounting Standard for Tax Effect Accounting” (ASBJ Statement No.
28, February 16, 2018) and changed the presentation and related notes
of deferred tax assets and deferred tax liabilities, such that deferred tax
assets and deferred tax liabilities are classified as part of “Other assets”
and “Long-term liabilities”, respectively.

As a result, “Deferred income taxes” in “Current assets” decreased by
¥21,793 million and “Deferred income taxes” in “Other assets”
increased by ¥2,090 million in the consolidated balance sheet as of
March 31, 2018. In addition, “Other current liabilities” and “Other long-
term liabilities” decreased by ¥59 million and ¥19,644 million as of
March 31, 2018, respectively.

Total assets decreased by ¥19,703 million as of March 31, 2018 as a
result of offsetting deferred tax assets and deferred tax liabilities relating
to the same taxable entity.

Cash and cash equivalents

(Consolidated statements of income)

“Dividend to partnership investors” previously separately presented in
"Other income (expenses)” was included in “Other, net” from the year
ended March 31, 2019, because the significance of the amount
decreased. Reflecting this change in presentation, the consolidated state-
ments of income for the years ended March 31, 2018 and 2017 were
reclassified, respectively.

As a result, “Dividend to partnership investors” of ¥795 million was
reclassified to “Other, net” for the year ended March 31, 2018, and
“Dividend to partnership investors” of ¥1,143 million was reclassified to
“Other, net” for the year ended March 31, 2017.

(Consolidated statements of cash flows)

“Increase (Decrease) in assignment of receivables” previously separately
presented in “Cash flows from financing activities” was included in
"Other, net” from the year ended March 31, 2019, because the signifi-
cance of the amount decreased. Reflecting this change in presentation,
the consolidated statements of cash flows for the years ended March 31,
2018 and 2017 were reclassified, respectively.

As a result, “Increase (Decrease) in assignment of receivables” of
¥3,000 million was reclassified to “Other, net” for the year ended March
31,2018, and “Increase (Decrease) in assignment of receivables” of
¥300 million was reclassified to “Other, net” for the year ended March
31, 2017.

Cash and cash equivalents at March 31, 2019 and 2018 consisted of the following:

Thousands of

Millions of yen U.S. dollars
Cash, time and notice deposits ¥172,192 ¥263,210 $1,551,279
Time deposits (1,485) (1,164) (13,378)
Cash and cash equivalents ¥170,707 ¥262,046 $1,537,901

4] Inventories
Inventories at March 31, 2019 and 2018 are as follows:

Thousands of

Millions of yen U.S. dollars
Real estate for sale ¥390,026 ¥380,736 $3,513,748
Real estate for sale in process 282,595 395,730 2,545,901
Costs on uncompleted construction contracts 5,827 5,015 52,495
Other 1,455 1,827 13,108
Total ¥679,903 ¥783,308 $6,125,252

The Company transferred amounts between inventories and property and equipment. Such transfers at March 31, 2019 and 2018 are as follows:

Thousands of

Millions of yen U.S. dollars
Inventories:
Transferred to property and equipment ¥(23,162) ¥(38,047) $(208,666)
Transferred from property and equipment 4,822 2,490 43,441
Net decrease ¥(18,340) ¥(35,557) $(165,225)
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B Pledged assets 3. Supplemental information on fair values of financial instruments transactions” are not representing the market risks related to derivative

Assets pledged as collateral at March 31, 2019 and 2018 are as follows: The fair values of financial instruments are based on their market prices, transactions.
o Thousands of and if the market price is not available, other rational valuation tech- The carrying amounts of financial instruments on the consolidated
Millions of yen U.S. dollars . . . . . . . . .
ﬂ m niques are used instead. The rational valuation techniques incorporate balance sheets, their fair values and the differences between them as of
- - - variable factors, and as a result the values may change due to using March 31, 2019 and 2018 are as follows. (Financial instruments whose
Ca'sh,' time and notice deposits ¥12,068 =208 § 18,631 different assumptions. fair value is extremely difficult to estimate are not included; please see
Buildings and structures 103,708 108,319 934,306 The amounts of derivative transactions shown in Note 16 “Derivative (Note 2).)
Land 393,316 393,316 3,543,387
Construction in progress 85 99 766 For 2019
. . Millions of yen Thousands of U.S. dollars
Machinery and equipment 210 268 1,892 - - - - - -
Carrying amount Fair value Difference Carrying amount Fair value Difference
Total ¥499,387 ¥504,083 $4,498,982 ;
Assets:
(1) Cash, time and notice deposits ¥ 172,192 ¥ 172,192 ¥  — $ 1,551,279 $ 1,551,279 $ —
Secured liabilities at March 31, 2019 and 2018 are as follows: (2) Notes and accounts receivable—trade 21,567 21,567 — 194,297 194,297 —
Thousands of . .
Millons of yen US, dollars (3) Investments in securities
2018 m Available-for-sale securities 414,743 414,743 — 3,736,423 3,736,423 —
Long-term non-recourse debt due within one year ¥102,298 ¥ 49,410 $ 921,604 (4) Guarantee and. lease dt.E[.)OSiTS
Long-term non-recourse debt due after one year 300,900 361,289 2,710,811 He'é'to'mat“”ty Sec””t_"_es 3,169 3,167 @ 28,550 28,532 (18)
Total ¥403’1 98 ¥a1 0,699 $3,632,41 5 Available-for-sale securities 1,1 70 1,1 70 — 10,541 10,541 _—
Total assets ¥ 612,841 ¥ 612,839 ¥ (2) $ 5,521,090 $ 5,521,072 $ (18)
B Liabilities:
Specified assets for non-recourse debts at March 31, 2019 and 2018 are as follows: N (1) Notes and accounts payable—trade ¥ 54939 ¥ 54939 y $ 494946 $ 494,946 $ .
Millions of yen U.S. dollars (2) Short-term debt 25,643 25,643 —_ 231,018 231,018 —_
[ 200 R 0 2019 | (3) Long-term debt (including due within one year) 2,913,946 2,964,782 50,836 26,251,766 26,709,747 457,981
Cash, time and notice deposits ¥ 11,345 ¥ 10,652 $ 102,207 (4) Long-term non-recourse debt (including due within one year) 403,198 410,218 7,020 3,632,414 3,695,658 63,244
Buildings and structures 103,708 108,319 934,306 Total liabilities ¥3,397,726 ¥3,455,582 ¥57,856 $30,610,144  $31,131,369 $521,225
Land 393,316 393,316 3,543,387 Derivative transactions*:
Construction in progress 85 99 766 Hedge accounting ¥ (5733) ¥ (5733) Yy — $ (51,649) $ (51,649) $ —
Machinery and equipment 210 268 1,893 Total derivative transactions ¥ (5733) ¥ (5733) ¥y — $ (51,649) $ (51,649) $ —
Total ¥508,664 ¥512,654 $4,582,559
(Note) “Specified assets for non-recourse debts” includes a portion of the amount of “Assets pledged as collateral” for the years ended March 31, 2019 and 2018. For 2018
. . Milli f
E Financial instruments . —0 ZI .
i ] L . ) ) Carrying amount Fair value Difference
1. Policy for financial instruments In addition, the Group accommodates counterparties with loans and e
The C dit lidated subsidiaries (“the G ") have th tly i dtothe b " credit risk. H . th L i )
e Company and its consolidated subsidiaries ("the roup ) ave the consequently is exposed to the borrowers’ credit risk. However, the (1) Cash, time and notice deposits v 263,210 Y 263210 E—
policy to limit its fund management to short-term deposits with funds Group constantly checks the financial condition of principal borrowers .
. . . (2) Notes and accounts receivable—trade 23,773 23,773 —
through loans from banks and the issuance of corporate bonds and and their performance using the funds lent to those borrowers even after v -
commercial paper. accommodation. (3) Inve.stments n securltles. !
The Group utilizes derivative financial instruments only for the pur- The majority of due dates of operating debt, such as notes and Available-for-sale secur|t|e§ 417,841 417,841 -
pose of hedging the foreign exchange risk associated with foreign cur- accounts payable, are within one year. (4) Guarantee and lease deposits
rency-denominated transactions or hedging the interest rate risk Interest rate swap contracts are used to hedge risks arising from Held-to-maturity securities 789 791 2
associated with the Group’s loans payable, and does not utilize derivative fluctuations in interest rates on certain loans and corporate bonds. Available-for-sale securities 1,180 1,180 —
financial instruments for any speculative purposes. In regard to derivative transactions, the Group utilizes interest rate Total assets ¥ 706,793 ¥ 706,795 ¥ 2
swaps for bank loans and deposits, and utilizes foreign exchange forward Liabilities:
2. Details of financial instruments, risks, and policies and contracts and cross currency swap contracts for foreign currency-denomi- (1) Notes and accounts payable—trade ¥ 28751 ¥ 28,751 y
systems of risk management nated transactions. Interest rate swap contracts are exposed to the risks (2) Short-term debt 61,416 61,416 _
Operating receivables such as notes and accounts receivable—trade are of interest rate changes, and foreign exchange forward contracts and (3) Long-term debt (including due within one year) 3001398 3032800 31402
exposed to customers’ credit risk, but this risk is generally avoided Cross currency swap contracts are exposed to the risks of foreign (4) Long-term non-recourse debt (including due within one year) 410699 415716 5017
through the recglpt of dgposﬁs. . N ex‘change. rate chanlges. Thg delr|valt|ve financial instruments are executed Total liabilities ¥3,502,264 ¥3,538,683 ¥36.419
Investments in securities are business-related equities and are exposed with creditworthy financial institutions, and the Group’s management — —
. o : S : . o Derivative transactions*:
to market price fluctuation risk. The Group regularly checks the market believes there is insignificant risk of default by counterparties. Derivative Hed i v (2983) v (2,983) g
value of the securities and the financial condition of the issuers, and transactions are executed by the Group’s Finance Department in accor- € gle a.ccoun g " . .
Total derivative transactions ¥ (2,983) ¥ (2,983) Yy —

continuously reviews whether it continues to hold securities with consid-
eration for its relationships with the issuers.

Guarantee and lease deposits are mostly deposits related to leasing
properties, and are exposed to the counterparty credit risk.

dance with the decisions of a committee whose chairman is the director
of the Finance Department. The Finance Department prepares reports on
derivative transactions that are provided to the director of the Finance
Department periodically.

* Derivative transactions are stated at net of assets and liabilities. Figures in parentheses indicate net liabilities.
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(Note 1) The calculation methods of fair value for financial instruments
Assets:

(1) Cash, time and notice deposits

The fair value of cash, time and notice deposits approximates their carry-
ing amounts because of their short-term maturities.

(2) Notes and accounts receivable—trade

The fair value of notes and accounts receivable—trade approximates their
carrying amounts unless the credit standing of debtors has changed
significantly since the loan origination.

The allowance for doubtful receivables is estimated based on
expected recoverable amounts, considering the possibility of individual
collections. Therefore the fair value of doubtful receivables approximates
the carrying amount deducted by the estimated allowance for doubtful
accounts on the consolidated balance sheets as of the end of the fiscal
year.

(3) Investments in securities

The fair value of listed shares is based on the exchange prices at market.
For floating rate notes, the carrying amount is presented as the fair value,
as the fair value approximates the carrying amount because the market
interest rate is reflected in such notes within a short time period. The fair
value of the fixed-coupon debt is determined based on the present value
discounted at the interest rate which reflects the period remaining to
maturity and the credit risk.

For notes on securities classified by purpose of holding, please see
Note 7 “Securities.”

(4) Guarantee and lease deposits
The fair value of guarantee and lease deposits are based on the value
offered by correspondent financial institutions.

For notes on securities classified by purpose of holding, please see
Note 7 “Securities.”

Derivative transactions:
Please see Note 16 “Derivative transactions.”

(Note 2) Financial instruments whose fair value is extremely difficult to estimate

Liabilities:

(1) Notes and accounts payable—trade and (2) Short-term debt
The fair value of these items approximates their carrying amounts
because of their short-term maturities.

(3) Long-term debt (including due within one year)

For floating rate notes, the carrying amount is used as the fair value
because the market interest rate is reflected in such notes within a short
time period and because the credit standing of the Company is the same
after borrowing. The fixed-coupon debt is calculated by discounting the
combined total of principal and interest at an interest rate assumed for
similar new borrowings.

The specific matching criteria of interest rate swaps and cross currency
interest rate swaps are applicable to some long-term debts with floating
interest rates (please see Note 16 “Derivative transactions”). The fair
value of these items is calculated by discounting the combined total of
interest and principal, with which the interest rate swap and cross cur-
rency interest rate swap have been accounted for, at an interest rate
rationally estimated for similar borrowings.

The fair value of corporate bonds issued by the Company (included in
(3) Long-term debt (including due within one year)) is based on the
market price.

(4) Long-term non-recourse debt (including due within one year)
For floating rate notes, the carrying amount is used as the fair value
because the market interest rate is reflected in such notes within a short
time period and the value of its non-exempt properties has not been
changed.

The fixed-coupon debt is calculated by discounting the combined
total of principal and interest at an interest rate assumed for similar new
borrowings or bonds.

The specific matching criteria of interest rate swaps are applicable to
some long-term non-recourse debts with floating interest rates (please
see Note 16 “Derivative transactions”). The fair value of these items is
calculated by discounting the combined total of interest and principal,
with which the interest rate swap has been accounted for, at an interest
rate rationally estimated for similar borrowings or bonds.

Carrying amount

Thousands of

Investments in subsidiaries and affiliates™"
Unlisted equity securities™'

Preferred equity securities, etc. ™"
Investments in limited partnerships, etc.*"

Guarantee and lease deposits
(excluding held-to-maturity securities and available-for-sale securities)*?

Guarantee and deposits received*?

Millions of yen U.S. dollars
2018

¥ 35,856 ¥ 42,745 $ 323,027
2,327 1,297 20,964
25,688 25,338 231,423
352 352 3,171
65,960 69,095 594,234
228,959 207,824 2,062,694

*1. The fair value of these items are not disclosed since their market price is unavailable and the assessment of their fair value is deemed extremely difficult.
*2. Guarantee and lease deposits (excluding held-to-maturity securities and available-for-sale securities) are not included in "Assets (4) Guarantee and lease deposits” because their remaining terms cannot

be determined and the assessment of their fair value is deemed extremely difficult.

*3. The fair value of guarantee and deposits received (mainly consisting of lease deposits) are not disclosed because their remaining terms cannot be determined and the assessment of their fair value is

deemed extremely difficult.

(Note 3) Redemption schedule of pecuniary claims and securities with maturities

For 2019

Millions of yen

1 year or less 1to 5 years

510 10 years

Over 10 years

Cash, time and notice deposits ¥172,192 ¥ — ¥ — ¥—
Notes and accounts receivable—trade 21,567 — — —
Guarantee and lease deposits:
Held-to-maturity securities (National government bonds) 2,969 200 — —
Available-for-sale securities with maturities (National government bonds) 407 561 171 —
Total ¥197,135 ¥761 ¥171 ¥—
For 2018
Millions of yen
1 year or less 105 years 5to 10 years Over 10 years
Cash, time and notice deposits ¥263,210 ¥y — Y — y—
Notes and accounts receivable—trade 23,773 _ _ _
Guarantee and lease deposits:
Held-to-maturity securities (National government bonds) 328 462 — —
Available-for-sale securities with maturities (National government bonds) — 842 298 —
Total ¥287,311 ¥1,304 ¥298 ¥—

For 2019

Thousands of U.S. dollars

1 year or less 105 years 5to 10 years Over 10 years
Cash, time and notice deposits $1,551,279 $ — $ — $—
Notes and accounts receivable—trade 194,297 — — —
Guarantee and lease deposits:
Held-to-maturity securities (National government bonds) 26,748 1,802 — —
Available-for-sale securities with maturities (National government bonds) 3,667 5,054 1,541 —
Total $1,775,991 $6,856 $1,541 $—
(Note 4) Repayment schedule of corporate bonds, long-term debt, long-term non-recourse debt and other interest-bearing debt
For 2019
Millions of yen
Year ending March 31 2020 2021 2022 2023 2024 2025 and thereafter
Short-term debt ¥ 25,643 ¥ — b — ¥ — ¥ — ¥ —
Long-term debt (including due within one year) 169,619 131,281 211,256 237,196 289,282 1,875,312
Long-term non-recourse debt (including due within one year) 102,298 69,913 14,944 3,386 3,240 209,417
Total ¥297,560 ¥201,194 ¥226,200 ¥240,582 ¥292,522 ¥2,084,729
For 2018
Millions of yen
Year ending March 31 2019 2020 2021 2022 2023 2024 and thereafter
Short-term debt ¥ 61,416 ¥ — ¥ — ¥ — ¥ — ¥ —
Long-term debt (including due within one year) 275,752 169,619 131,281 221,256 237,196 1,966,294
Long-term non-recourse debt (including due within one year) 49,410 101,514 69,129 14,160 2,716 173,770
Total ¥386,578 ¥271,133 ¥200,410 ¥235,416 ¥239,912 ¥2,140,064
For 2019
Thousands of U.S. dollars
Year ending March 31 2020 2021 2022 2023 2024 2025 and thereafter
Short-term debt $ 231,018 § — 3 — 3 — — 5 =
Long-term debt (including due within one year) 1,528,099 1,182,712 1,903,207 2,136,901 2,606,144 16,894,703
Long-term non-recourse debt (including due within one year) 921,604 629,847 134,631 30,504 29,189 1,886,639
Total $2,680,721 $1,812,559 $2,037,838 $2,167,405 $2,635,333  $18,781,342
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Securities B short-term debt and long-term debt
For 2019 Short-term debt at March 31, 2019 and 2018 consisted of the following:
A. The following tables summarize the acquisition costs, carrying amounts and fair values of securities with available fair values as of March 31, 2019: Milionsof yen TEOSUSSQW;S‘(
(a) Held-to-maturity securities: . - -
Millions of yen Thousands of U.S. dollars Average interest Average interest
Carrying amount Fair value Difference Carrying amount Fair value Difference 2019 rate (%) 2018 rate (%)
Securities whose fair value exceeds carrying amount: Loans, principally from banks ¥25,643 0.27 ¥61,416 0.25 $231,018
National and local government bonds, etc. ¥ 461 ¥ 462 ¥1 $ 4,153 $ 4,162 $9 Commercial paper — — — — —
Securities whose fair value does not exceed carrying amount: Total ¥25,643 ¥61,416 $231,018
IT\IOatt;TnaI and local government bonds, etc ¥§':g§ ¥§':2; ¥g; 523'223 $§2’§;g $g;; The interest rate§ represent ngghted-average rates in effect at March 31, 2019 and 2018, regardless of borrowing currencies, though the range of
the interest rate varies by borrowing currency.
(b) Available-for-sale securities: Long-term debt at March 31, 2019 and 2018 consisted of the following:
Millions of yen Thousands of U.S. dollars Thousands of
Carrying amount Acquisition cost Difference Carrying amount Acquisition cost Difference Millions of yen US. dollars
Securities whose carrying amount exceeds acquisition cost: m
Equity securities ¥348,562 ¥180,791 ¥167,771 $3,140,198  $1,628,748  $1,511,450 2.50% domestic straight bonds, due 2019 ¥ 10,000 ¥ 10000 $ 90,090
Debt securities* 1,171 1,140 31 10,550 10,270 280 0.329% domestic straight bonds, due 2018 — 10,000 —
Other — — — — — — 0.563% domestic straight bonds, due 2020 10,000 10,000 90,090
Subtotal 349,733 181,931 167,802 3,150,748 1,639,018 1,511,730 0.877% domestic straight bonds, due 2020 20,000 20,000 180,180
Securities whose carrying amount does not exceed acquisition cost: 0.462% domestic straight bonds, due 2018 — 10,000 —
Equity securities 65,517 75,824 (10,307 590,243 683,099 (92,856) 1.098% domestic straight bonds, due 2023 10,000 10,000 90,090
Debt securities — — - - — - 0.426% domestic straight bonds, due 2018 — 20,000 —
e} G50 £o0 — 2ot 2 - 0.355% domestic straight bonds, due 2018 — 10,000 —
subtotal £6.181 76448 (10,307) 295,225 689,081 (92,856) 0.950% domestic straight bonds, due 2023 10,000 10,000 90,090
Total ¥415,914 ¥258,419 ¥157,495 $3,746,973 $2,328,099 $1,418,874 0 . .
* Debt securities in securities whose carrying amount exceeds acquisition cost are included in “Guarantee and lease deposits paid to lessors” on the consolidated balance sheets. 0.344% domest!c stra!ght bonds, due 2018 — 10,000 .
(Note) The Company recognized impairment loss on investments in securities of ¥1,105 million ($9,955 thousand) related to equity securities in available-for-sale securities. 0.968% domestic straight bonds, due 2023 10,000 10,000 90,090
. N ) - . 0.987% domestic straight bonds, due 2024 20,000 20,000 180,180
B. Total sales of avallabllel-for-sale securities sold in the year ended March 31, 2019 amounted to ¥264 million ($2,378 thousand) and the related gains 0.914% domestic straight bonds, due 2024 20,000 20,000 180,180
amounted to ¥12 million ($108 thousand). 0.904% domestic straight bonds, due 2024 20,000 20,000 180,180
For 2018 0.884% domestic straight bonds, due 2024 20,000 20,000 180,180
A. The following tables summarize the acquisition costs, carrying amounts and fair values of securities with available fair values as of March 31, 2018: 0.836% domestic straight bonds, due 2024 20,000 20,000 180,180
(a) Held-to-maturity securities: Millionsofyen 0.809% domestic straight bonds, due 2024 20,000 20,000 180,180
- - - 0.429% domestic straight bonds, due 2021 10,000 10,000 90,090
Carrying amount Fair value Difference . .
Securities whose fair value exceeds carrying amount: 0.392% domestic straight bonds, due 2022 10,000 10,000 90,090
National and local government bonds, etc. ¥789 ¥791 ) 0.670% domestic straight bonds, due 2025 10,000 10,000 90,090
Securities whose fair value does not exceed carrying amount: 0.826% domestic straight bonds, due 2025 20,000 20,000 180,180
National and local government bonds, etc. — — — 0.992% domestic straight bonds, due 2025 20,000 20,000 180,180
Total ¥789 ¥791 ¥ 2 0.400% domestic straight bonds, due 2026 10,000 10,000 90,090
. N 0.230% domestic straight bonds, due 2026 10,000 10,000 90,090
(b) Available-for-sale securities: Millons ofyen 0.400% domestic straight bonds, due 2027 30,000 30,000 270,271
Carrying amount ~ Acquisition cost Difference Loans, principally from banks and insurance companies, with interest at weighted-average rates of 0.31%
Securities whose carrying amount exceeds acquisition cost: in 2019 and 0.32% in 2018:
Equity securities ¥394,231 ¥202,083 ¥192,148 Secured - - -
Debt securities® 1,180 1,140 40 Unsecured 2,603,946 2,631,398 23,458,975
Other — — — Subtotal 2,913,946 3,001,398 26,251,766
Subtotal 395,411 203,223 192,188 Amount due within one year (169,619) (275,752) (1,528,099)
Securities whose carrying amount does not exceed acquisition cost: Total ¥2,744,327 ¥2,725,646 $24,723,667
Equity securities 23,281 26,368 (3,087)
Debt securities — — —
Other 329 329 —
Subtotal 23,610 26,697 (3,087)
Total ¥419,021 ¥229,920 ¥189,101

* Debt securities in securities whose carrying amount exceeds acquisition cost are included in “Guarantee and lease deposits paid to lessors” on the consolidated balance sheets.

B. Total sales of available-for-sale securities sold in the year ended March 31, 2018 amounted to ¥1,663 million and the related gains and losses
amounted to ¥1,010 million and ¥47 million, respectively.
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Non-recourse debt at March 31, 2019 and 2018 consisted of the following: 9] Employees’ severance and retirement benefits

ilions of T'L‘JOS“SSTS of As explained in Note 2 (12), the liabilities and expenses for severance and retirement benefits are determined based on the amounts obtained by actuarial
Illions of yen .>. dollars

i m calculations except for the cases using the simplified method.

For 2019 and 2018

Non-recourse bonds, with interest at weighted-average rates of 0.07% in 2019 and 0.11% in 2018:

Due within one year ¥ 2,000 ¥ 4,900 5 18,018 1. Defined benefit plan
Due after one year 37,100 34,200 334,234 (1) Adjustment table of retirement benefit obligations between the beginning and the end of the fiscal year
Subtotal 39,100 39,100 352,252 o Tousante o
iions of yen .J. aoliars
Non-recourse loans, with interest at weighted-average rates of 0.11% in 2019 and 0.15% in 2018: mj
Due within one year 100,298 44,510 903,586 Retirement benefit obligations at beginning of year ¥11,615 ¥11,316 $104,640
Due after one year 263,800 327,089 2,376,576 Service costs 714 717 6.432
Subtotal 364,098 371,599 3,280,162 re—— 48 47 432
Total ¥403,198 ¥410,699 $3,632,414 Actuarial differences (1) (53) 9)
Retirement benefits paid (500) (412) (4,504)
Secured ¥403,198 ¥410,699 $3,632,414 Retirement benefit obligations at end of year ¥11,876 ¥11,615 $106,991
Unsecured — — —
Total ¥403,198 ¥410,699 $3,632,414

(2) Adjustment table of plan assets between the beginning and the end of the fiscal year rousands of
ousands of

Millions of yen U.S. dollars
The aggregate annual maturities of long-term debt at March 31, 2019 are as follows: 2018
Year ending March 31 Millions of yen TE?;S(?(TI?:rsf Plan assets at beginning of year ¥5,650 ¥5,172 $50,901
2020 ¥ 169,619 $ 1,528,099 Expected return on plan assets 113 103 1,018
2021 131,281 1,182,712 Actuarial differences (67) 176 (604)
2022 211,256 1,903,207 Employer contributions 388 398 3,496
2023 237,196 2,136,901 Retirement benefits paid (227) (199) (2,045)
2024 289,282 2,606,144 Plan assets at end of year ¥5,857 ¥5,650 $52,766
2025 and thereafter 1,875,312 16,894,703
Total ¥2,913,946 $26,251,766 (3) Adjustment table of retirement benefit obligations and plan assets at the end of the fiscal year and net defined benefit liability on the consolidated
balance sheets
Thousands of
The aggregate annual maturities of non-recourse debt at March 31, 2019 are as follows: Millions of yen US. dollars
Thousands of -:I!l 2018
Year ending March 31 Millions of yen U-5. dollars Obligations under retirement benefit plans (funded) ¥ 6,295 ¥ 6,241 $56,712
2020 ¥102,298 $ 921,604 Fair value of plan assets (5,857) (5,650) (52,766)
2021 69,913 629,847 438 591 3,946
2022 14,944 134,631 Obligations under retirement benefit plans (unfunded) 5,581 5,374 50,279
2023 3,386 30,504 Net amount of liabilities on the consolidated balance sheets ¥6,019 ¥ 5,965 $ 54,225
2024 3,240 29,189
2025 and thereafter 209,417 1,886,639 Net defined benefit liability ¥6,019 ¥ 5,965 $ 54,225
Total ¥403,198 $3.632,414 Net amount of liabilities on the consolidated balance sheets ¥6,019 ¥ 5,965 $ 54,225
It is customary in Japan that security must be given if requested by lending banks under certain circumstances, and generally banks have the right to (4) Components of retirement benefit expenses
offset cash deposited with them against any debt or obligations payable to the bank that becomes due in the case of default and certain other specified Millons of yen TE?SLTSSQ‘?;?
events. The Company and its consolidated subsidiaries have never received such a request. ﬂ
Service costs ¥714 ¥717 $6,432
Interest costs 48 47 432
Expected return on plan assets (113) (103) (1,018)
Actuarial differences (229) 41 (2,063)
Retirement benefit expenses ¥ 420 ¥702 $ 3,783

(5) Remeasurements of defined benefit plans (before deducting tax effect)
Thousands of

Millions of yen U.S. dollars
[ 2019 | 2018
Actuarial differences ¥295 ¥(270) $2,658
Total ¥295 ¥(270) $2,658
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(6) Components of remeasurements of defined benefit plans (before deducting tax effect)

Thousands of

Millions of yen U.S. dollars
Unrecognized actuarial differences ¥66 ¥(229) $595
Total ¥66 ¥(229) $595

(7) Major breakdown of plan assets

2018

Debt securities 25.6% 26.8%
Equity securities 349 34.4
General life insurance accounts 37.8 37.7
Other 1.7 1.1
Total 100.0% 100.0%

(8) Actuarial assumptions

2018

Discount rate
Rate of expected return on plan assets

0.4% 0.4%
2.0 2.0

2. Defined contribution plan

The required contribution amount for a defined contribution plan that one of the Company’s consolidated subsidiaries adopted is ¥389 million ($3,505
thousand) and ¥380 million for the years ended March 31, 2019 and 2018, respectively.

) Loss on impairment of fixed assets

The Company and its consolidated domestic subsidiaries recognized impairment losses on the following assets for the years ended March 31, 2019, 2018

and 2017, respectively.

For 2019

Use Location Number of properties
Asset leased to others Tokyo 1

For 2018

Use Location Number of properties
Asset leased to others Tokyo 1

For 2017

Use Location Number of properties
Land for development Tokyo, etc. 5

The Company and its consolidated domestic subsidiaries recognized
losses on the impairment of certain properties, which are generally
assessed individually for impairment. The Company’s houses are treated
as common assets.

Loss on sales of property and equipment of ¥8,576 million (377,261
thousand) was recognized by a consolidated subsidiary by restructuring
of assets within the Group for the year ended March 31, 2019. The
selling price of the asset, based on evaluation by a real estate appraiser,
was determined as its recoverable amount, and loss on sales of property
and equipment of the asset was recognized as impairment losses in other
expenses for the year ended March 31, 2019.

The carrying value of the asset has been reduced to its recoverable
amount by ¥10,635 million since the total amount of its future cash flow

is estimated to be less than the carrying value for the year ended March
31, 2018. The recoverable amount is calculated by discounting the future
cash flow at 4.0%.

The carrying values of the land holdings summarized above have
been reduced to their recoverable amounts by ¥15,538 million as a
result of mainly the determination of reviewing their business plans for
the year ended March 31, 2017. The recoverable amounts of the assets
for the years ended March 31, 2017 were determined as the net dis-
posal value. The net disposal value for land for leased buildings and land
for development are based on the amount equivalent to the publicly
notified land price.

These write-downs were recognized as impairment losses in other
expenses for the years ended March 31, 2018 and 2017, respectively.

i Asset retirement obligations

Even though removing asbestos is required for some buildings the
Company and its consolidated subsidiaries (“the Group”) operate at
the time of demolishing, it is difficult to estimate the fair value of
obligations associated with such assets reasonably since the timing
and/or method of settlement for the retirement obligations are not
clear enough. Therefore, for the years ended March 31, 2019 and
2018, asset retirement obligations related to such a case are not
recorded (except for the asset retirement obligations recorded on the
financial statements).

In addition, under the partial lease contracts, the Group has obligations
for restoring office spaces when they move out. For the asset retirement
obligations associated with such a case, the duration of use of the assets
is not clear enough and these assets do not have any relocation plans.
Therefore, the Group is unable to estimate the asset retirement obligations
since it is difficult to estimate the timing of fulfillment of the obligations.
Consequently, for the years ended March 31, 2019 and 2018, asset retire-
ment obligations related to such a case are not recorded (except for the
asset retirement obligations recorded on the financial statements).

Income taxes
The normal effective statutory income tax rate in Japan arising out of the aggregation of corporate, enterprise and inhabitants’ taxes was approximately
30.62% for the years ended March 31, 2019, and 30.86% for the years ended March 31, 2018 and 2017.

Details of deferred tax assets and liabilities at March 31, 2019 and 2018 are as follows:
Thousands of

Millions of yen U.S. dollars
Deferred tax assets:
Loss on impairment of fixed assets ¥17,077 ¥ 17,146 $ 153,847
Loss on devaluation of real estate for sale 14,415 10,885 129,865
Depreciation and amortization of consolidated adjustment 7,258 7,977 65,387
Loss on adjustment of profit and loss on transfer 4,254 — 38,324
Allowance for doubtful accounts 3,439 3,521 30,982
Accrued bonuses 1,875 1,739 16,892
Accrued enterprise tax and business office tax 1,834 2,165 16,523
Net defined benefit liability 1,759 1,873 15,847
Net deferred losses on hedges 1,752 951 15,784
Net operating loss carryforwards 1,593 1,939 14,351
Loss on devaluation of investments in SPEs" holding properties for sale 1,413 1,413 12,730
Elimination of unrealized profit 926 943 8,342
Loss on devaluation of investments in securities 797 844 7,180
Other 13,113 12,851 118,135
Subtotal of deferred tax assets 71,505 64,247 644,189
Valuation allowance (9,247) (6,824) (83,306)
Total deferred tax assets ¥ 62,258 ¥ 57,423 $ 560,883
Deferred tax liabilities:
Net unrealized holding gains on securities ¥(48,241) ¥(57,916) $(434,604)
Retained earnings appropriated for tax allowable reserves (3,731) (3,731) (33,613)
Other (637) (738) (5,738)
Total deferred tax liabilities ¥(52,609) ¥(62,385) $(473,955)
Net deferred tax assets ¥ 9,649 ¥ (4,962) $ 86,928

(Note) Valuation allowance increased by ¥2,423 million ($21,829 thousand) as a result of mainly the recognition of loss on adjustment of profit and loss on transfer.
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The difference between the statutory tax rate and the effective tax rate for the years ended March 31, 2019 and 2018 was insignificant and not

presented.
The difference between the statutory tax rate and the effective tax rate for the year ended March 31, 2017 is as follows:
2017
Statutory tax rate 30.86%
Adjustment:
Tax credit (1.89)
Dividends and other income not taxable permanently (0.70)
Elimination of dividend income 0.41
Inhabitant tax on per capita basis 0.21
Other 0.07
Effective tax rate 28.96%

13] Deposits received and accounts payable with interest rate

Guarantee and deposits received at March 31, 2019 and 2018 are as follows:

Short-term deposits and long-term deposits due within one year:

Thousands of
Millions of yen U.S. dollars

Average interest Average interest
2019 rate (%) 2018 rate (%)

Non-interest-bearing ¥ 61,582 ¥ 60,382 $ 554,793
Interest-bearing — — — — —
61,582 60,382 554,793

Guarantee and lease deposits from tenants:
Non-interest-bearing 228,959 207,824 2,062,693
Interest-bearing — — — — —

Long-term deposits:

Non-interest-bearing 49,807 59,391 448,712
Interest-bearing — — — — —
278,766 267,215 2,511,405
Total ¥340,348 ¥327,597 $3,066,198

Accounts payable with interest rate at March 31, 2019 and 2018 are as follows:

Due within one year
Due after one year
Total

Thousands of

Millions of yen U.S. dollars
Average interest Average interest
2019 rate (%) 2018 rate (%)
¥— — ¥1,543 0.98 $—
¥— ¥1,543 $—

(Note) Accounts payable due within one year are included in “Other current liabilities” and accounts payable due after one year are included in “Other long-term liabilities” on the consolidated balance

sheets.

m Net assets
Under the Japanese Corporate Law (“the Law"”) and its regulations, the
entire amount paid for new shares is required to be designated as common
stock. However, a company may, by a resolution of the Board of Directors,
designate an amount not exceeding one-half of the price of the new
shares as additional paid-in capital, which is included in capital surplus.
Under the Law, in cases where a dividend distribution of surplus is
made, the smaller of an amount equal to 10% of the dividend or the
excess, if any, of 25% of common stock over the total of additional
paid-in capital and legal earnings reserve must be set aside as additional
paid-in capital or legal earnings reserve. Legal earnings reserve is included
in retained earnings on the accompanying consolidated balance sheets.

Under the Law, legal earnings reserve and additional paid-in capital
could be used to eliminate or reduce a deficit and capitalized by a resolu-
tion of the shareholders” meeting.

Additional paid-in capital and legal earnings reserve may not be
distributed as dividends. Under the Law, all additional paid-in capital
and all legal earnings reserve may be transferred to other capital sur-
plus and retained earnings, respectively, which are potentially available
for dividends.

The maximum amount that the Company can distribute as dividends
is calculated based on the non-consolidated financial statements of the
Company in accordance with the Law and its regulations.

E Information for certain lease transactions

Future lease payments and receipts under such non-cancelable operating leases at March 31, 2019, 2018 and 2017 are as follows:
Thousands of
Millions of yen U.S. dollars

2019 2018 2017 2019

Operating leases:
Future lease payments:

Due within one year ¥ 1,526 ¥ 1,401 ¥ 1,387 $ 13,748
Due after one year 42,211 38,241 39,053 380,279
Total ¥ 43,737 ¥ 39,642 ¥ 40,440 $ 394,027

Future lease receipts:

Due within one year ¥ 95,607 ¥ 83,254 ¥ 86,294 $ 861,324
Due after one year 142,321 153,777 138,086 1,282,171
Total ¥237,928 ¥237,031 ¥224,380 $2,143,495

3 perivative transactions
Hedge accounting was applied to all derivative transactions for the years ended March 31, 2019 and 2018.
The summary of these transactions is as follows:

(1) Foreign currency-related derivatives

For 2018 -
—_— Millions of yen
Contract amounts
Hedging accounting Types of derivative transactions Hedged items Contract amounts  due after one year Fair value
Deferred hedge Foreign exchange forward contracts Foreian currency-denominated transactions
accounting Receipts in U.S. dollars / Payments in yen 9 B ¥15,105 y— ¥133
(Note) Fair value is determined based on the quoted price obtained from relevant financial institutions.
(2) Interest-related derivatives
For 2019 "
—_— Millions of yen
Contract amounts
Hedging accounting Types of derivative transactions Hedged items Contract amounts  due after one year Fair value
Deferred hedge Interest rate swap contracts Bank loans
accounting Fixed rate payments / Floating rate receipts ¥ 248,600 ¥ 208,600 ¥(5,733)
Exceptional accounting for  Interest rate swap contracts Bank loans and bonds
interest rate swaps Fixed rate payments / Floating rate receipts 1,507,198 1,415,693 —(*)
Thousands of U.S. dollars
Contract amounts
Hedging accounting Types of derivative transactions Hedged items Contract amounts  due after one year Fair value
Deferred hedge Interest rate swap contracts Bank loans
accounting Fixed rate payments / Floating rate receipts $ 2,239,640 $ 1,879,279 $(51,649)
Exceptional accounting for  Interest rate swap contracts Bank loans and bonds
interest rate swaps Fixed rate payments / Floating rate receipts 13,578,360 12,753,991 —(*)
For 2018 "
—_— Millions of yen
Contract amounts
Hedging accounting Types of derivative transactions Hedged items Contract amounts  due after one year Fair value
Deferred hedge Interest rate swap contracts Bank loans
accounting Fixed rate payments / Floating rate receipts ¥ 243,800 ¥ 233,800 ¥(3,116)
Exceptional accounting Interest rate swap contracts Bank loans and bonds
for interest rate swaps Fixed rate payments / Floating rate receipts 1,577,137 1,454,966 — ("
Exceptional accounting Interest rate swap contracts
for interest rate and Fixed rate payments / Floating rate receipts Foreign currency-denominated loans
currency swaps Receipts in U.S. dollars / Payments in yen 3,000 — —(*)

(Note) Fair value is determined based on the quoted price obtained from relevant financial institutions.

(*) Interest rate swap contracts and cross currency interest rate swap contracts which qualify for hedge accounting and meet specific matching criteria are not remeasured at market value, but the
differential paid or received under the swap agreements is recognized and included in interest expenses or income of the long-term debt or the long-term non-recourse debt as hedged items. Thus, the
fair value of such interest rate swap contracts is included in the fair value of the long-term debt.
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Segment information Thousands of U.S. dollars
The Company and its consolidated subsidiaries mainly operate their detached houses and land lots; (3) Construction business consists of For 2019 Reportable segments
- o f . : - - - f : . A . Leasing Sales Construction Brokerage Consolidated financial

buglness .In 'flve segments. (1) Leasing busmes§ consists of leasing of con§tructlon of housing, colndomlnllums z?md t.>U|Id|ngs, .(4) Brokerage budiness business business business Other businesses Total Adjustrments e

office buildings, residences and other properties, and management of business; and (5) Other businesses including fitness business and restau- Revenue from operations:

these properties; (2) Sales business consists of sale of condominiums, rant business. Customers $ 3,406,225 $2,986,631 $1,979,964 $653,351 $102,027 $ 9,128,198 $ —  $ 9,128,198

. _ ) ) ' Intersegment 33,090 2,126 17,270 3,397 12,784 68,667 (68,667) —
Information by business segment for the years ended March 31, 2019, 2018 and 2017 is summarized as follows: Total 3,439,315 2,988,757 1,997,234 656,748 114,811 9,196,865 (68,667) 9,128,198
Millions of yen Segment profit $ 1,350,748 $ 424,459 $ 183,847 $198,270 $ 13,766 $ 2,171,090 $ (185,333) $ 1,985,757
For 2019 Reportable segments Segment assets $33,667,892 $6,426,126 $ 270,784 $126,793 $293,198 $40,784,793  $5,408,585  $46,193,378
o Leasing Sales Construction Brokerage Consolidated financial Other:
busi busi busi busi Other busi Total Adj
. usiness usiness usiness usiness ther businesses ota Justments statements amounts Depreciation and amortization $ 389,198 $ 1,306 $ 10,649 $ 4'1 26 $ 2’045 $ 407'324 $ 9'910 $ 417’234

Revenue from operations: Loss on impairment of fixed assets 77,261 — — — — 77,261 — 77,261
Customers ¥ 378,091 ¥331,516 ¥219,776 ¥72,522 ¥11,325 ¥1,013,230 ¥ — ¥1,013,230 Increase inpproperty and equipment ! ! !
Intersegment 3,673 236 1,917 377 1,419 1,622 (7.622) = and intangible assets " 1,620,468 5,315 18,153 8,288 9,019 1,661,243 3577 1,664,820
Total 381,764 331,752 221,693 72,899 12,744 1,020,852 (7,622) 1,013,230 (Note) I o God Vorch 312018 has b et el reflecting he adontion of “Portil Amend . o Stondord for Tox Effect A ng” (5B § |

y ote) Information for the year ende arc B as been adjusted retroactively reflecting the adoption o artial Amendments to Accounting Standard for Tax Effect Accounting tatement No.

Segment profit ¥ 149,933 ¥ 47.115 ¥ 20,407 ¥22,008 ¥ 1,528 ¥ 240,991 ¥ (20,572) ¥ 220419 28, February 16, 2018) effective from the beginning of the year ended March 31, 2019.

Segment assets ¥3,737,136 ¥713,300 ¥ 30,057 ¥14,074 ¥32,545 ¥4,527,112 ¥600,353 ¥5,127,465

Other: = = Intercompany eliminations between the Company and its consolidated Intercompany eliminations between the Company and its consolidated
Depreoaltlon Iand amort!zatlon ¥ 43,201 ¥ 145 ¥ 1182 ¥ 458 ¥ 227 ¥ 45213 ¥ 1,100 ¥ 46313 subsidiaries and undistributed corporate expenses to each segment are subsidiaries and undistributed corporate assets to each segment are included
:'OSS on @palrment of gxed 'assets Eais - - - - Eais - s included in adjustments of segment profit, and the Company classified in adjustments of segment assets, and the Company classified cash, time
ncrease in property and equipment, L ) . o ' "

and Intangible assets 179,872 590 2,015 920 1,001 184,398 397 184,795 exper]ses of the general qdmlhlstratlve division in the Company and its and lngtme Fjepolmlts, myestments in secur|t|e§ and as.sets of the general B
- certain consolidated subsidiaries to corporate expenses for the years ended administrative division in the Company and its certain consolidated subsidiar-
Millians of yen March 31, 2019, 2018 and 2017. ies to corporate assets for the years ended March 31, 2019, 2018 and 2017.
For 2018 Reportable segments
S Leasing Sales Construction Brokerage Consolidated financial PR
business business business business Other businesses Total Adjustments statements amounts m Comprehens"le iIncome

Revenue from operations: Amounts reclassified to profit in the current period that were recognized in other comprehensive income in the current or previous periods and tax effects
Customers ¥ 350,211 ¥310,914 ¥206,839 ¥68,858 ¥11,580 ¥ 948,402 ¥ — ¥ 948,402 for each component of other comprehensive income (loss) for the years ended March 31, 2019, 2018 and 2017 are as follows: S—
Intersegment 3,670 279 2,517 311 1,297 8,074 (8,074) — Millons of yen U dolars
Total 353,881 311,193 209,356 69,169 12,877 956,476 (8,074) 948,402 2018 2017

Segment profit ¥ 139,368 ¥ 46,839 ¥ 16,109 ¥21,457 ¥ 1,628 ¥ 225,401 ¥ (19,764) ¥ 205,637 Unrealized holding gains (losses) on securities:

E;Ement assets ¥3,565,088 ¥826,574 ¥ 27,946 ¥12,200 ¥25,203 ¥4,457,011 ¥710,187 ¥5,167,199 Increase (Decrease) during the fiscal year ¥(32,668) ¥ 50,290 ¥ 36,067 $(294,306)
er: P :

Depreciation and amortization ¥ 38981 ¥ 174 ¥ 1,022 ¥ 471 ¥ 217 ¥ 40865 ¥ 763 ¥ 41,628 Rezass'f'catg”} adJ”“m?ts 3:'223 i;:ﬁ) 3;;;? 282':22

Loss on impairment of fixed assets 10,635 — — — — 10,635 — 10,635 mounts before tax effects (31,580) ' ! (284,504)

Increase in property and equipment, Tax effects 9,675 (14,982) (11,009) 87,162

and intangible assets 220,785 672 1,027 859 428 223,771 4,523 228,294 Total ¥(21,905) ¥ 33,935 ¥ 24,930 $(197,342)
Millions of yen Deferred gains (losses) on hedges:

For 2017 Repartable segments Increase (Decrease) during the fiscal year ¥ (3,628) ¥ (453) ¥ 482 $ (32,685)

Leasing Sales Construction Brokerage Consolidated financial Reclassification adjustments 876 1,208 1,978 7,892

business business business business Other businesses Total Adjustments statements amounts Amounts before tax effects (2,752) 755 2 460 (24,793)

Revenue from operations: ' ' '

Tax effect 829 217 755 7,468
Customers ¥ 333,605 ¥313,992 ¥200,565 ¥65,616 ¥11,373 ¥ 925,151 ¥ — ¥ 925,151 T talx S ¥ (1,923) Y (538) ¥ 1(705) $ (17,325)
Intersegment 3,861 307 3,058 1,098 843 9,167 (9,167) — o e ' : ' :
Total 337466 314299 203,623 66,714 12216 934,318 (9,167) 925,151 e leopleh e vefiae o aion e Ve e

Segment profit ¥ 126214 ¥ 46190 ¥ 13,933 ¥19,148 ¥ 1,491 ¥ 206976  ¥(18,805) ¥ 188,171 Increase (Decrease) during the fiscal year ¥ (259 ¥ (1,098) ¥ (927) $ (2,333

Segment assets ¥3,359,262 ¥890,869 ¥ 27,424 ¥18,506 ¥17,271  ¥4,313,332 ¥666,708 ¥4,980,040 Remeasurements of defined benefit plans:

Other: Increase (Decrease) during the fiscal year ¥ (66) ¥ 229 ¥ 4 $  (595)
Depreciation and amortization ¥ 36,949 ¥ 207 ¥ 970 ¥ 516 ¥ 177 ¥ 38819 Y 627 ¥ 39,446 Reclassification adjustments (229) 41 681 (2,063)
Loss on impairment of fixed assets 14,035 1,502 — — — 15,537 1 15,538 Amounts before tax effects (295) 270 640 (2,658)
Increase in property and equipment, Tax effects 61 (82) (198) 550

and intangible assets 219,606 3,244 1,765 1,096 294 226,005 811 226,816 Total ¥ (234) v 188 v 4 $ (2.108)
Total other comprehensive income (loss) ¥(24,321) ¥ 33,563 ¥ 26,150 $(219,108)
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KB investment and rental properties
The Company and its certain consolidated subsidiaries own some rental properties such as office buildings and residences in Tokyo and other areas.
Certain domestic office buildings are not recognized as rental properties but as a portion used as investment and rental properties since the Company or
its certain consolidated subsidiaries use some of the floor space of these properties.

The carrying amounts of these properties on the consolidated balance sheets, their changes during the fiscal year and their fair values at March 31,

2019 and 2018 are as follows:
Thousands of

Millions of yen U.S. dollars
2018

Balance at beginning of fiscal year ¥3,208,325 ¥3,001,274 $28,903,829
Investment and rental properties Changes during the fiscal year 165,124 207,051 1,487,603
Balance at end of fiscal year 3,373,449 3,208,325 30,391,432
Fair value at end of fiscal year 5,838,717 5,316,335 52,601,054
Balance at beginning of fiscal year ¥ 141,950 ¥ 143,906 $ 1,278,829
) ) ) Changes during the fiscal year (61) (1,956) (550)
A portion used as investment and rental properties Balance at end of fiscal year 141,889 141,950 1,278,279
Fair value at end of fiscal year 379,883 362,081 3,422,369

(Notes)
* Carrying amounts on the consolidated balance sheets are the amounts determined by deducting accumulated depreciation and accumulated impairment losses from the acquisition costs.
* Fair values as of March 31, 2019 and 2018 are calculated by the Company primarily based on their fair values according to Real Estate Appraisal Standards.

Significant changes during the years ended March 31, 2019 and 2018 are as follows:
Thousands of

Millions of yen U.S. dollars

Increase:

Acquired real estate ¥173,144 ¥214,777 $1,559,856

Transferred from real estate for sale in process, etc. 23,162 38,047 208,666
Decrease:

Depreciation and amortization ¥ (42,374) ¥ (37,177) $ (381,748)

Transferred to real estate for sale (4,822) — (43,441)

Transferred to real estate for sale in process — (2,490) —

Loss on impairment of fixed assets (8,576) (10,635) (77,261)

Income and expenses for investment and rental properties for the years ended March 31, 2019 and 2018 are as follows: Tossonds of
ousands o

Millions of yen U.S. dollars
Income ¥269,493 ¥236,446 $2,427,865
Investment and rental properties Expenses 137,784 121,736 1,241,297
Balance 131,709 114,710 1,186,568
Other income (expenses) (9,193) (10,938) (82,820)
Income ¥ 18,413 ¥ 21,475 $ 165,883
A portion used as investment and rental properties Expenses 9.176 11,926 82,667
Balance 9,237 9,549 83,216
Other income (expenses) 4) 3) (36)

(Notes)

* As a portion used as investment and rental properties includes a portion used by the Company or its certain consolidated subsidiaries for providing services as well as management and administration,
income for these are not recorded above. The expenses primarily consist of rent, depreciation, taxes and dues, and others.

* Other income (expenses) for investment and rental properties is mostly the loss on impairment of fixed assets, and Other income (expenses) for a portion used as investment and rental properties is mostly
the loss from prior period adjustment.

20] Contingent liabilities
The Company and its consolidated subsidiaries were contingently liable as guarantors of borrowings by customers and others in an amount aggregating
to ¥7,316 million ($65,910 thousand) and ¥6,298 million at March 31, 2019 and 2018, respectively.

Subsequent events

On June 28, 2019, the shareholders of the Company approved payments of a year-end cash dividend of ¥16 ($0.14) per share or a total of ¥7,583 million
($68,315 thousand) to shareholders of record at March 31, 2019. Such appropriations are recognized in the period in which they are approved by the
shareholders.

Independent Auditor’s Report

To the Board of Directors of Sumitomo Realty & Development Co., Ltd.:

We have audited the accompanying consolidated financial statements of Sumitomo Realty & Development Co., Ltd. and its consolidated subsidiaries,
which comprise the consolidated balance sheets as at March 31, 2019 and 2018, and the consolidated statements of income, statements of
comprehensive income, statements of changes in net assets and statements of cash flows for each of the years in the three-year period ended March 31,
2019, and a summary of significant accounting policies and other explanatory information.

Management'’s Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits in accordance with
auditing standards generally accepted in Japan. Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on our judgment, including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control relevant to the entity’s preparation and fair presentation of
the consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, while the objective of the financial
statement audit is not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Sumitomo Realty & Development Co., Ltd.
and its consolidated subsidiaries as at March 31, 2019 and 2018, and their financial performance and cash flows for each of the years in the three-year
period ended March 31, 2019, in accordance with accounting principles generally accepted in Japan.

Convenience Translation
The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended March 31, 2019 are presented solely for

convenience. Our audit also included the translation of yen amounts into U.S. dollar amounts and, in our opinion, such translation has been made on the
basis described in Note 1 to the consolidated financial statements.

kpMG AZSA LLC

July 31,2019
Tokyo, Japan
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