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Consolidated Financial Statements

Consolidated Balance Sheets
As of March 31, 2026 and 2025

ASSETS

Current Assets

Electronically recorded monetary claims - operating
(Note 2(b))

Japanese Yen

U.S. Dollars

(millions) (thousands)(Note 1(a))
FY2025 FY2024 FY2025
______ ¥ 57,055 ¥ 35,354 356,861
T Te0ms 02956 568,708
4,330 4,988 27,083

Others 12,113 8,768 75,763
Total current assets 246,241 239,647 1,540,161
Property, Plant and Equipment
“Land (Notes 2()and 2(0) T Ussse T esme 366287
Buildings and structures (Note 2(f)) 95,822 110,119 599,337
Machinery, equipment and vehicles 86,652 86,513 541,982
Lease assets 12,915 13,170 80,779
Construction in progress 2,441 3,345 15,268
256,392 278,876 1,603,653
" Less accumulated depreciation (Note 2()) aas14s) aeme (926.601)
Net property, plant and equipment (Note 2(g)) 108,247 116,150 677,052
Intangible Assets
Intangible assets 13,794 14,138 86,277
Investments and Other Assets
Investment securities (Notes 2(a) and 2(f)) 55,005 29,674 344,039
Long-term loans (Note 2(f)) 1,699 1,704 10,627
Net defined benefit assets 27,691 21,957 173,199
Deferred tax assets 10,886 13,038 68,088
Others (Note 2(a)) 32,107 13,032 200,819
Allowance for doubtful accounts (1,116) (127) (6,980)
Total investments and other assets 126,272 79,278 789,792
Total assets ¥ 494,554 ¥ 449,213 $ 3,093,282

The accompanying notes to the consolidated financial statements are integral parts of these statements.



LIABILITIES AND NET ASSETS

Current Liabilities

Japanese Yen

U.S. Dollars

(millions) (thousands)(Note 1(a))
FY2025 FY2024 FY2025
¥ 49,040 ¥ 47,854 $ 306,730

Others 24,158 21,366 151,101
Total current liabilities 197,324 200,793 1,234,200
T 234232
T 3640
T T oM
T o016
T s
D
On revaluation reserve for land (Note 2(e)) 10,080 11,747 63,047
U Others T T g T e s
" Assetretirement obligations 7777770601482 6630
TOthers (Note 26) T T 566 adel 14799
wooo.Jotwllong-term liabilities o oSO TS 396610 .
Total liabilities 260,734 275,058 1,630,810

Net Assets
"“Sharecapital T T g kae 8846 55329
TCapital suplus T T gy T 0q03 17469
Retained camings T T 1430600 ] 104495 8 894,796
T Treasurystock T @567 @sn (28,565)
" Netunrealized holding gains on securities 26330 681 ] 164,686
" Unrealized gains on hedging derivatives 3104  2;4 19978
" “Revaluation reserve for land (Note 2e)) 7751793 osasg ] 136,308
" Foreign currency translation adjustments 10341 908 64680
" Remeasurements of defined benefitplans 1728 14112 ] 108,106
" Subscription rights to shares TR T sg T gy
“Non-controlling interests T gaqys T 503 29,491
e TSt e e 233820 ] 74135 162472
Total liabilities and net assets ¥ 494,554 ¥ 449,213 $ 3,093,282




Consolidated Statements of Operations
For the Years Ended March 31, 2026 and 2025

Japanese Yen U.S. Dollars
(millions) (thousands)(Note 1(a))
FY2025 FY2024 FY2025
“Net Sales (Note 3(2) T ¥ 353,196 ¥ 315,013 $ 2,209,132
Cost of Sales (Notes 3(c), 3(g) and 3(h)) 283,732 263,542 1,774,656
Gross Profit 69,464 51,571 434,476
" Selling, general and administrative expenses (Notes 3(b)and 3(c)) 3182 28441 | 199,037
Operating income 37,642 23,130 235,439

Others, net (637) (448) (3,984)
Total 2,404 16,587 15,036
Profit before income taxes 40,046 39,717 250,475

Current 10,646 9,534 66,587

T Defered T 0485 s (59.326)
1,161 557 7,261
Profit 38,885 39,160 243,214

" Profit attributable to non-controlling interests a8 g 677
Profit attributable to owners of parent ¥ 38,457 ¥ 39,075 $ 240,537




Consolidated Statements of Comprehensive Income
For the Years Ended March 31, 2026 and 2025

Japanese Yen U.S. Dollars
(millions) (thousands)(Note 1(a))
FY2025 FY2024 FY2025
¥ 38,885 ¥ 39,160 $ 243,214

Share of other comprehensive income of

. . . 778 (8,486) 4,866
affiliates accounted for using equity method
Total 24,299 502 151,982
Comprehensive income ¥ 63,184 ¥ 39,662 $ 395,196
" Comprehensive income attributable to T T
Owners of parent ¥ 62,794 ¥ 39,730 $ 392,757
Non-controlling interests ¥ 390 ¥ (68) $ 2,439



Consolidated Statements of Changes in Net Assets
For the Years Ended March 31, 2026 and 2025

Japanese Yen (millions)

Shareholders’ equity Accumulated other comprehensive income
Net . . Remeasure-
. Unrealized . Foreign o
. . unrealized . Revaluation ments  Subscription Non-
Share Capital ~ Retained  Treasury . gains on currency . . Total
5 . holding 5 reserve X of defined rights controlling
capital surplus earnings stock . hedging translation X net assets
gains on o for land . benefit to shares interests
. derivatives adjustments
securities plans

¥ 8346 ¥ 11805 ¥ 67,057 ¥ (4624) ¥ 1269 ¥ 5642 ¥ 27,098 ¥ 12925 ¥ 11993 4412 ¥ 146511

to transactions with non-controlling (0) (0)
eSS e e
Net changes of items other than those in 9
L Sharcholders equity o _________________ > GO (w0 68y 2L e 0o &3
Total changes during the year . (9,012) 37438 33 5,622 (2.918) (1,660)  (3.840) 2119 29) (109) 27,644
Balance as of April 1, 2025 ¥ 8846 ¥ 2,793 ¥ 104,495 ¥ (4591) ¥ 6,891 ¥ 2,724 ¥ 25438 ¥ 9,085 ¥ 14,112 ¥ 59 ¥ 4,303 ¥ 174,155
Cash dividends paid (3,531) (3.53D)

Transfer from retained earnings to capital

) 6 (©) -
D e mmmmmm —mmmmm —mmmmmm e m e e
- Tramsfer from revaluation reserve forland _ ______________ 38 oo 3,643

Change in ownership interest of parent due

to transactions with non-controlling 0 0
eSS e e

Net changes of items other than those in 19,439 470 (3,645) 1,256 3,172 28) 412 21,076
o Sharcholders” equity oo mm ool _

Total changes during the year - 0 38,565 24 19,439 470 (3,645) 1,256 3,172 (28) 412 59,665
Balance as of March 31, 2026 ¥ 8846 ¥ 2,793 ¥ 143,060 ¥ (4,567) ¥ 26,330 ¥ 3,194 ¥ 21,793 ¥ 10,341 ¥ 17,284 ¥ 31 ¥ 4,715 ¥ 233,820
U.S. Dollars (thousands) (Note 1(a))
Shareholders’ equity Accumulated other comprehensive income
Net Unrealized Foreign Remeasure-
. . unrealized Calzed pevaluation orelg ments  Subscription Non-
Share Capital Retained ~ Treasury N gains on currency o e . . Total
. . holding L reserve X of defined rights controlling
capital surplus carnings stock . hedging . translation - X net assets
gains on N for land . benefit to shares interests
- derivatives adjustments
securities plans

Balance as of April 1, 2025 $ 55329 § 17,469 $ 653,584 $ (28,715) $ 43,101 $ 17,038 $ 159,107 § 56,824 S 88,266 $ 369 $ 26914 $1,089,286

Transfer from retained earnings to capital
surplus

Change in ownership interest of parent due
to transactions with non-controlling

Total changes during the year - 0 241,212 150 121,585 2,940 (22,799) 7,856 19,840 (175) 2,571 373,186

Balance as of March 31, 2026 $ 55329 § 17,469 $ 894,796 $ (28,565) $ 164,686 $ 19,978 $ 136,308 § 64,680 S 108,106 $ 194§ 29491 $ 1,462,472




Consolidated Statements of Cash Flows
For the Years Ended March 31, 2026 and 2025

Cash Flows from Operating Activities:

Adjustments to reconcile Profit before income taxes to net cash

provided by (used in) operating activities

Depreciation and amortization

Japanese Yen

U.S. Dollars

(millions) (thousands)(Note 1(a))
FY2025 FY2024 FY2025
¥ 40,046 ¥ 39,717 $ 250,475

Others, net 3,171) (5,029) (19,834)
Sub-total 40,635 25,006 254,159
" Interestand dividend received 7 77777Thems g6 16750
" Interestpaid T ey 816 (13203)
" Settlement paid for accidents 7 ©9 Q040 (3.872)
" Payments for loss on litigation a8 . (11,696)
" ncome taxes paid T (10294) A (64,386)
Net cash provided by (used in) operating activities ¥ 28,419 ¥ 14,852 $ 177,752



Japanese Yen U.S. Dollars

(millions) (thousands)(Note 1(a))
Cash Flows from Investing Activities: FY2025 FY2024 FY2025
" Net decrease (increase) in time deposits (494) 276 (3.090)
Capital expenditure (9,096) (9,628) (56,893)
Proceeds from sales of non-current assets 6,964 1,253 43,558
Proceeds from sales of shares of subsidiaries 330

resulting in change in scope of consolidation

Others, net (416) 113 (2,602)
Net cash provided by (used in) investing activities ¥ 2,553 ¥ 60,902 $ 15,968

Others, net 18 28 113
Net cash provided by (used in) financing activities ¥ (10,417) ¥ (76,567) $ (65,155)
Effect of Exchange Rate Changes on Cash and Cash Equivalents 700 673 4,378
Net increase (decrease) in Cash and Cash Equivalents 21,255 (140) 132,943

" Decrease due to change in scope of consolidation @ T (263)
Cash and Cash Equivalents at Beginning of Period 208,757
Cash and Cash Equivalents at End of Period (Note 6) ¥ 54,589 ¥ 33,377 $ 341,437




Notes to Consolidated Financial Statements

1. Significant Accounting and Reporting Policies

The following is a summary of the significant accounting and reporting policies adopted by the MITSUI E&S Group (the “Group”), which consists of
MITSUI E&S Co., Ltd. (the “Company”) and its consolidated subsidiaries (the “Subsidiaries”) in the preparation of the accompanying consolidated financial

statements.

(a) Basis of Presenting Consolidated Financial Statements

The accompanying consolidated financial statements of the Group 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 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.

The accounts of the foreign Subsidiaries are based on their accounting records maintained in conformity with generally accepted accounting principles
prevailing in the respective countries of domicile (“Local GAAP”) and significant differences between Japanese GAAP and Local GAAP are adjusted in
consolidation. The accompanying consolidated financial statements have been restructured and translated into English from the consolidated financial
statements of the Group prepared in accordance with Japanese GAAP and filed with the appropriate 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 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, 2026, which was ¥159.88 to U.S. $1. The convenience translations 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.

The accompanying consolidated financial statements include the accounts of the Group, over which the Company has power of control through majority
voting rights or existence of certain conditions requiring control by the Company.

Material inter-company balances, transactions and profits have been eliminated in consolidation.

The assets and liabilities of the Subsidiaries, including the portion attributable to non-controlling shareholders, were evaluated using the fair value at the time
the Company acquired control of the respective subsidiaries.

Goodwill is generally amortized over certain periods on the straight-line method.

(b) Translation of Foreign Currency Accounts

Under Japanese accounting standard for foreign currency translation, monetary assets and liabilities denominated in foreign currencies are translated into
Japanese yen at the exchange rates prevailing at each balance sheet date with the resulting gain or loss included in the current consolidated statements of
operations.

Assets and liabilities of foreign subsidiaries and affiliates are translated into Japanese yen at the exchange rates in effect at each balance sheet date, except for
share capital and capital surplus, which are translated at historical rates. Revenue and expense accounts are also translated at the exchange rates in effect at

each balance sheet date.

(c) Principles of Consolidation
Scope of consolidation
1) Number of consolidated subsidiaries: 42
The number of consolidated subsidiaries in the fiscal year under review increased by one company due to its increased importance, and decreased by four
companies due to liquidation.
2) Names, etc. of major non-consolidated subsidiaries
Major non-consolidated subsidiaries
MITSUI E&S MACHINERY EUROPE LIMITED
(Reason for exclusion from the scope of consolidation)
Non-consolidated subsidiaries are excluded from the scope of consolidation, because they are all small in scale, and any total amount in terms of their total
assets, net sales and profit or loss (amount corresponding to the Company’s ownership interest) as well as retained earnings (amount corresponding to the
Company’s ownership interest) and others does not significantly affect the consolidated financial statements.

Application of equity method
1) Number of affiliates accounted for using equity method: 13
The number of affiliates accounted for using equity method in the fiscal year under review decreased by two companies due to sales of shares.
2) Non-consolidated subsidiaries and affiliates not accounted for using equity method
Names of major non-consolidated subsidiaries not accounted for using equity method
MITSUI E&S MACHINERY EUROPE LIMITED
Names of major affiliates not accounted for using equity method
NHI Co., Ltd.
MES TECHNOSERVICE MACHINERY CONSTRUCTION LOGISTICS INDUSTRY AND TRADE CORPORATION



(Reason for not applying the equity method)
They are excluded from the scope of application of the equity method, because such exclusion has only an immaterial effect on the consolidated financial
statements in terms of each company’s profit or loss (amount corresponding to the Company’s ownership interest) and retained earnings (amount
corresponding to the Company’s ownership interest), and they have no significance as a whole.

3) Changes in the ratio of equity interest due to capital increases of equity method affiliates are accounted for as deemed purchases or sales of equity interest.

Fiscal year of consolidated subsidiaries

Fiscal years of some of the Subsidiaries end on the 31* of December. The Company consolidates these subsidiaries’ financial statements as of each
subsidiary’s latest fiscal year and significant transactions occurred between each subsidiary’s fiscal year-end and the Company’s fiscal year-end are adjusted
on consolidation.

(d) Securities
1) Shares of subsidiaries and affiliates
Valued at cost determined by the moving-average method.
2) Available-for-sale securities
Securities other than shares, etc. without market value
Mainly valued at fair value (valuation differences are recognized directly in a separate component of net assets, and the cost of securities sold is calculated
based on the moving-average method).
Shares, etc. without market value

Valued at cost determined by the moving-average method.

(e) Derivatives

Valued at fair value.

(f) Significant Hedge Accounting Methods

1) Hedge accounting method
The deferral hedge accounting is mainly applied. Alternative method (furiate-shori) is applied to forward exchange contracts and currency swaps qualifying
for such alternative accounting. Exceptional treatment (tokurei-shori) is applied to interest rate swaps qualifying for such exceptional accounting, and
integration accounting (ittai-shori) is applied to interest rate and currency swaps qualifying for such integration accounting (tokurei-shori and furiate-
shori).

2) Hedging instruments and hedged items

Hedging instruments Hedged items
(a) Forward exchange contracts Monetary receivables and payables denominated in foreign currencies
and forecasted transactions denominated in foreign currencies
(b) Currency swaps Monetary receivables and payables denominated in foreign currencies
(c) Interest rate swaps Interest on borrowings and bonds
(d) Interest rate and currency swaps Borrowings and interest denominated in foreign currencies
3) Hedging policy

The Group hedges foreign exchange and interest rate fluctuation risks in accordance with each company’s internal rules: “Risk Management Rules for
Financial Transactions” and “Hedge Transaction Procedures.”

4) Method of evaluating the effectiveness of hedges
The Group evaluates the effectiveness of hedging activities by comparing market or cash flow fluctuations of hedged items with those of hedging
instruments.
The assessment of hedge effectiveness is omitted for interest rate swaps accounted for under the tokurei-shori, interest rate and currency swaps accounted
for under the ittai-shori, and forward exchange contracts accounted for under the furiate-shori.

5) Risk management policy
Interest rate risk arising from the fixed/liquidity gap of financial assets and liabilities and foreign exchange risk arising from monetary receivables and
payables denominated in foreign currencies are reduced through hedging transactions to adjust the amount of risk to an appropriate level.

(g) Inventories
Merchandise, finished goods, raw materials and supplies are stated at cost determined mainly by the moving-average method (Balance sheet value reflects
downturn in profitability). Work in progress is stated using identified cost method (Balance sheet value reflects downturn in profitability).

(h) Property, Plant and Equipment and Depreciation

Depreciation of plant and equipment is mainly computed using the straight-line method over their estimated useful lives.

(i) Intangible Assets

Intangible assets primarily consist of software, customer-related assets and goodwill. Software for own use is depreciated using the straight-line method over
the estimated useful life (five years). Customer-related assets are also amortized using the straight-line method based on the effective period (mainly eighteen
years). Goodwill is generally amortized using the straight-line method over a reasonable period in which the economic benefits are expected to be realized.



(j) Finance Lease Transactions

The method of amortization of the lease assets related to finance lease transactions without transfer of ownership is by the straight-line method corresponding
to lease period. The residual value is the guaranteed residual value in case such value is set forth in the lease contract but otherwise is zero value.

The method of amortization of the lease assets related to finance lease transactions that transfer ownership is based on the same standard as the depreciation
method that is applied for self-owned non-current assets.

(k) Allowance for Doubtful Accounts
In order to provide for credit losses, non-recoverable amount is recorded based on write-off ratio for general accounts. For doubtful accounts, collectability is

examined and recoverable amount is estimated individually.

(1) Provision for Bonuses
Of the estimated amount of bonuses to be paid, the amount estimated to cover the bonus payment for services rendered in the current fiscal year is recorded in

order to prepare for payment of bonuses to employees.

(m) Provision for Construction Warranties
Provision for construction warranties is provided based on the estimated amounts calculated by using mainly the average proportion of construction

warranties against amounts of construction revenue for past two years.

(n) Provision for Losses on Construction Contracts
Provision for losses on construction contracts, etc., is provided based on an estimate of the total losses which can probably occur for the next fiscal year and
beyond with respect to construction projects, etc., on which eventual losses are deemed inevitable and amounts thereof can reasonably be estimated.

(o) Provision for Demolition and Removal

In order to provide for expenditures for demolition and removal of buildings, etc., the estimated amount of such expenditures is recorded.

(p) Provision for Business Restructuring
Provision for business restructuring is provided based on an estimate of the total costs or losses which are expected to be incurred with the business

restructuring.

(q) Provision for Contract Losses
Provision for contract losses is provided based on a reasonable estimate of the total losses which are expected to be incurred with the future performance of

contracts.

(r) Employees’ Severance and Retirement Benefits

In calculating retirement benefit obligations, the benefit formula basis is used to allocate projected retirement benefits over the period to the end of this
consolidated fiscal year. Actuarial gains and losses are recognized in the Consolidated Statements of Operations commencing with the following year using
the straight-line method mainly for five or ten years. Prior service costs are recognized in the Consolidated Statements of Operations using the straight-line
method mainly for one or five years.

After being adjusted for tax effect, unrecognized actuarial gains and losses, unrecognized prior service costs are added to “Remeasurements of defined benefit
plans,” an item within “Accumulated other comprehensive income (net assets).”

Certain consolidated subsidiaries apply a simplified method for the calculation of net defined benefit liabilities and retirement benefit expenses, using the
amount payable at the end of the fiscal year as the retirement benefit obligation.

(s) Revenue Recognition

The Group recognizes revenue based on the following five-step approach.

Step 1: Identify the contract with the customer

Step 2: Identify performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the separate performance obligations

Step 5: Recognize revenue when (or as) each performance obligation is satisfied

Details of major performance obligations in principal businesses related to revenue from contracts with customers of the Company and its consolidated
subsidiaries, and normal timing of satisfying these performance obligations (normal timing of recognizing revenue) are as follows:

1) Sales of products
The Group is engaged in sales and provision of after-sales service of marine propulsion engines etc. in the Marine Propulsion Systems and after-sales
service of cranes in the Logistics Systems, and assumes performance obligations to deliver goods or services on its own under contracts with customers. As
for these performance obligations, revenue is mainly recognized when goods or services are delivered to customers because the Group determines that the
control is transferred to the customers when the goods or services are delivered. As for sales of parts related to after-sales service, the alternative treatment
stipulated in paragraph 98 of the “Implementation Guidance on Accounting Standard for Revenue Recognition” is applied, and revenue is recognized when
the parts are shipped if the period from the shipment to the transfer of the control of the parts to the customer is a standard period. In many cases,
consideration for transactions is received within three months from the time when the performance obligation is satisfied, and does not contain any

significant financial component.

,10,



2) Construction contracts and provision of services
The Group has entered into various long-term construction contracts, such as contracts to build cranes in the Logistics Systems, and agreements to provide
services, etc. For these construction contracts and the provision of services, because the Group has determined that the actual costs incurred are proportional
to the work progress in satisfying the performance obligations, the Group principally estimates the work progress towards satisfaction of the performance
obligations and recognizes revenue over a certain period of time based on this work progress. The work progress is measured for each contract based on the
proportion of construction cost incurred by the balance sheet date to the estimated total construction cost. Consideration for these performance obligations
is received in stages during the contract period based on payment terms under the contract with the customer, separately from satisfaction of the
performance obligations in normal cases, and the remaining amount is received after a certain period of time from the time when all the performance

obligations are satisfied. The consideration does not contain any significant financial component.

(t) Cash and Cash Equivalents
In preparing the Consolidated Statements of Cash Flows, Cash and Cash Equivalents consists of cash on hand, readily available deposits including short-term
loans and short-term highly liquid investments with maturities not exceeding three months at the time of purchase which involve only an insignificant risk in

their movements of value.

(u) Significant Accounting Estimates
1) Valuation of goodwill
1) Amount recorded in the consolidated financial statements for the current fiscal year

The total amounts of goodwill recorded as of March 31, 2026 and 2025, and major components were as follows.

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
" Goodwil T ¥ 6,196 ¥ 6477 $ 38,754
" Ofthe above, goodwill allocated to the ship engineering 0 T
business which arose when MES Germany Beteiligungs
6,196 6,471 38,754

GmbH, a consolidated subsidiary located in Germany,
acquired control of TGE Marine AG

ii) Information on details of significant accounting estimates related to the identified items

MES Germany Beteiligungs GmbH applies International Financial Reporting Standards (IFRS), and for the cash-generating unit to which goodwill is
included, impairment tests are required to be carried out on an annual basis in addition to when indicators of impairment have been identified.

The value in use is used for the recoverable amount for impairment tests on goodwill, and the future cash flows that are used to measure this value in use
are estimated on the basis of the Mid-Term Business Plan for the ship engineering business, including the growth forecast for the Gas carrier market, etc.
and the mid-term plan for orders.

Although the Group deems that the possibility of a significant impairment loss arising is low based on the result of the most recent impairment test, if the
recoverable amount falls below the carrying amount, the carrying amount will be reduced to the recoverable amount, and the amount of that decrease in
carrying amount will be recognized as impairment loss, and it is possible that such impairment loss could have a significant effect on the Group’s financial

position, business results and cash flow position.

2) Revenue recognition based on the work progress towards satisfaction of performance obligations

i) Amount recorded in the consolidated financial statements for the current fiscal year

The amounts recorded in the consolidated financial statements for the years ended March 31, 2026 and 2025 were as follows.

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
Revenue based on the work progress towards satisfaction of
100,539 ¥ 82,639 $ 628,840

performance obligations

ii) Information on details of significant accounting estimates related to the identified items

As stated in “1. Significant Accounting and Reporting Policies, (s) Revenue Recognition, 2) Construction contracts and provision of services” in the notes
to consolidated financial statements, when the control of goods or services is transferred to the customer over a certain period of time, the work progress
towards satisfaction of performance obligations is estimated and revenue is recognized based on this work progress.

In applying the method where the work progress towards satisfaction of performance obligations is estimated and revenue is recognized based on this work
progress, the Group recognizes revenue based on the work progress calculated at the proportion of construction cost incurred according to the progress of
construction as at the end of the current fiscal year to the estimated total construction cost.

If there is a change in the estimate for the total cost of construction arising from a need to revise the assumptions upon which such estimate was based, the
effect of such change shall be recognized for the fiscal year in which such effect can be reliably estimated. It is possible that there will be changes from the
initial estimate of the total construction cost due to changes in the incurred costs arising from assumptions, the progress of construction, etc., and that might

have a significant effect on the Group’s financial position, business results and cash flow position.



3) Recoverability of deferred tax assets
i) Amount recorded in the consolidated financial statements for the current fiscal year
The amounts of deferred tax assets recorded in the consolidated financial statements for the years ended March 31, 2026 and 2025 were as follows.

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
Deferred tax assets ¥ 10,886 ¥ 13,038 $ 68,089

ii) Information on details of significant accounting estimates related to the identified items

Deferred tax assets are reviewed for recoverability based on the generation of taxable income and tax planning for certain future periods in accordance with
business plans. Business plans, which are the basis for generating future taxable income, are developed by each company based on certain assumptions,
taking into account the business environment and other factors such as anticipated orders. Estimates concerning the future are influenced by changes in
economic conditions and other factors.

Although the Group makes reasonable estimates of recoverability, changes in the terms and conditions of these future estimates could have a significant

impact on the Group’s financial position, business results and cash flow position.

(v) Accounting Standards and Guidance Issued but not yet Applied

- “Accounting Standard for Leases” (ASBJ Statement No. 34, September 13, 2024)

- “Implementation Guidance on Accounting Standard for Leases” (ASBJ Guidance No. 33, September 13, 2024)

1) Outline:
As part of efforts to make Japanese standards more consistent internationally, the Accounting Standards Board of Japan conducted a review based on
international accounting standards with a view to developing accounting standards for leases that require lessees to recognize all leases as assets and
liabilities. The basic policy is to adopt the single accounting model of IFRS 16, but rather than incorporating all of the provisions of IFRS 16, a lease
accounting standard that incorporates only the main provisions has been published with the aim of creating a concise and convenient standard, which
makes revisions basically unnecessary even when applying the provisions of IFRS 16 to non-consolidated financial statements.
With regard to the method of allocating lease expenses in the lessee’s accounting treatment, the single accounting model is applied to all leases, regardless
of whether they are finance leases or operating leases, to recognize depreciation related to right-of-use assets and the amount equivalent to the interest on
lease liabilities. This is the same as under IFRS 16.

2) Planned date of application:
To be applied from the beginning of the fiscal year ending March 31, 2028.

3) Impact of application of the accounting standards:
The impacts of the application of the “Accounting Standard for Leases” and others on the Group’s consolidated financial statements are currently being

evaluated.

- “Accounting Standard for Subsequent Events” (ASBJ Statement No. 41, January 9, 2026)

- “Implementation Guidance on Accounting Standard for Subsequent Events” (ASBJ Guidance No. 35, January 9, 2026)

1) Outline:
The “Accounting Standard for Subsequent Events” and related documents prioritize the establishment of comprehensive accounting standards addressing
the definition, accounting treatment, and disclosure of subsequent events. As a fundamental policy, they will generally follow the accounting provisions set
forth in the Japan Institute of Certified Public Accountants (JICPA) Audit and Assurance Standards Committee’s Audit Standards Report No. 560, Practice
Guide No. 1, “Audit Considerations Regarding Subsequent Events,” as transferred to the Accounting Standards Board of Japan. It revises the wording and
structures the evaluation period for subsequent events and also establishes new requirements, such as notes regarding the approval of financial statements
for publication, thereby defining the accounting treatment and disclosure of subsequent events.

2) Planned date of application:
To be applied from the beginning of the fiscal year ending March 31, 2028.

(w) Changes in Presentation

Consolidated Statements of Operations

“Commission expenses,” which was presented individually under “Other Income (Expenses)” in the year ended March 31, 2025, is included in “Others, net”
in the year ended March 31, 2026, since its materiality in amount has decreased. Consolidated financial statements for the year ended March 31, 2025, have
been reclassified in order to reflect this change in presentation.

As a result, in the consolidated statements of operations for the year ended March 31, 2025, ¥593 million, which was previously presented in “Commission

expenses” under “Other Income (Expenses)” has been reclassified as “Others, net.”

Consolidated Statements of Cash Flows

“Disbursements of loans receivable” and “’Collection of loans receivable,” which were presented individually in “Cash Flows from Investing Activities” in the
year ended March 31, 2025, have been included in “Others, net” from the year ended March 31, 2026, since their materiality in amount has decreased.
Consolidated financial statements for the year ended March 31, 2025, have been reclassified in order to reflect this change in presentation.

As a result, in the consolidated statements of cash flows for the year ended March 31, 2025, ¥(16) million previously presented in “Disbursements of loans
receivable” and ¥434 million previously presented in “Collection of loans receivable” under “Cash Flows from Investing Activities” have been reclassified as

“Others, net.”
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2. Consolidated Balance Sheets

(a) Investments in Non-Consolidated Subsidiaries and Affiliates

Investments in non-consolidated subsidiaries and affiliates included in investment securities as of March 31, 2026 and 2025 were ¥11,481 million ($71,810
thousand) and ¥14,459 million, respectively. Investments in non-consolidated subsidiaries and affiliates included in other assets as of March 31, 2026 and
2025 were ¥15,810 million ($98,887 thousand) and ¥10,772 million, respectively.

(b) Trade Receivables from Contracts with Customers and Contract Assets
The notes receivable, electronically recorded monetary claims - operating, accounts receivable and contract assets (arising from contracts with customers and
contract assets) as of March 31, 2026 and 2025 were as follows:

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
" Notes receivable 7 ¥ 457 ¥ 78 $ 2.858
" Electronically recorded monetary claims - operating . az0 a9ss 27.083
T Accounts receivable T 66712 74366 417263
" Contractassets T T 3756 27810 148586

(c) Accumulated Impairment Losses Included in Accumulated Depreciation
Accumulated impairment losses included in accumulated depreciation as of March 31, 2026 and 2025 were ¥8,109 million ($50,719 thousand) and ¥10,954

million, respectively.

(d) Contingent Liabilities
1) Contingent liabilities of the Group as of March 31, 2026 and 2025 were as follows:
Japanese Yen (millions) U.S. Dollars (thousands)

FY2025 FY2024 FY2025

2) Others

In August 2020, Burmeister & Wain Scandinavian Contractor A/S, a consolidated subsidiary of Mesco Denmark A/S, received written notice informing them
of additional taxation payable as a result of a tax audit conducted by the Mauritius Revenue Authority covering the years 2016 to 2019. However, the Group,
believing that the aforementioned company properly filed its taxes in accordance with local tax laws, submitted a rebuttal to the authorities regarding the
additional taxation. Therefore, the impact of this notice has not been recorded as a liability in the consolidated financial statements for the fiscal year under

review, and the Group does not anticipate it will have a significant impact on future business performance.

(e) Revaluation Reserve for Land

The land used for business operations is revaluated based on real estate tax value on March 31, 2000, in accordance with Enforcement Ordinance for the Law
Concerning Revaluation Reserve for Land (the “Law”) effective March 31, 1998. The related unrealized gain, net of income taxes was recorded as
“Revaluation reserve for land” in Net assets and the deferred income tax effects were recorded as Deferred tax liabilities on “Revaluation reserve for land” in
Long-term liabilities.

According to the Law, revaluation of the land is not permitted at any time after the above revaluation even in cases where the fair value of the land declines.
Such unrecorded revaluation losses are ¥26,576 million ($166,225 thousand) and ¥28,840 million as of March 31, 2026 and 2025, respectively. The amounts
related to rental properties are ¥9,491 million ($59,363 thousand) and ¥9,974 million as of March 31, 2026 and 2025, respectively.
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(f) Pledged Assets
Assets pledged as collateral for long-term indebtedness as of March 31, 2026 and 2025 were as follows:

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
T ¥ 3126 ¥ 3,139
" Buildings and structures T 3z 3443
" Investment securities ey 638
" Cashand ime deposis 3 29
"Lomgterm loans T T Less 1,683 10,527
Total ¥ 8,781 ¥ 8,932 $ 54,922

Long-term indebtedness secured by the above pledged assets as of March 31, 2026 and 2025 were as follows:
Japanese Yen (millions) U.S. Dollars (thousands)

FY2025 FY2024 FY2025
" Long-term borrowings y 2124 ¥ 2661 $ 13,285

(note) Long-term borrowings include the current portion.

(g) Tax Purpose Reduction Entry
The amounts of tax purpose reduction entries deducted from the acquisition cost of property, plant and equipment acquired through national subsidies, etc. as

of March 31, 2026 and 2025 were ¥2,638 million ($16,500 thousand) and ¥1,137 million, respectively.

(h) Unexecuted Balance of Overdraft Facilities and Lending Commitments

The unexecuted balance of overdraft facilities and lending commitments at the Group as of March 31, 2026 and 2025 were as follows:

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
" Total overdraft facilities and lending commitments ¥ 15640 ¥ 17,140 $ 97,824
Less amounts currently executed 12,010 580 75,119
Unexecuted balance ¥ 3,630 ¥ 16,560 $ 22,705

(i) Provision Incurred from Business Combination
The amount of provision incurred from business combination included in "Others" in long-term liabilities as of March 31, 2026 and 2025 were as follows:

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025

This is due to the Company’s acquisition of shares of Mitsui E&S DU Co., Ltd. on April 1, 2023, and is comprised of an estimated increase in rent that is

expected to occur in the future.
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3. Consolidated Statements of Operations

(a) Revenue from Contracts with Customers
Revenue from contracts with customers and other revenues are not stated separately and both of them are included in net sales. Revenue from contracts with

customers is stated in Note 15 “Revenue Recognition (a) Disaggregation of Revenue.”

(b) Main expense items and amounts under selling, general and administrative expenses are as follows:

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
Remuneration, salaries and allowances for directors and
16,212 ¥ 14,991 $ 101,401

other officers

(c) Costs relating to research and development activities included in the profit and loss account as incurred are as follows:

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
Costs relating to research and development activities ¥ 1,727 ¥ 1,467 $ 10,802
(d) Details of gain on disposal of non-current assets are as follows:
Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
" Buildings and structures ¥ 39 ¥ 8 S 244
" Machinery, equipment and vehicles s T o T 269
CLand T T gy 38 (187)
T Others T s T s 31
Total ¥ 57 ¥ 371 $ 357

(Note) Gain and loss on disposal of non-current assets arising from the same sales contract are offset against each other and are presented as gain on

disposal of non-current assets in the consolidated statements of operations.

(e) Details of loss on disposal of non-current assets are as follows:

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025

" Buildings and structures ¥ (1072) ¥ 350 § (6,705)
" Machinery, equipment and vehicles 0 T a7 244
CLand T g7 T O
Cothers T 2 P 75
TRemovalcost T T g T g 2177
Total ¥ 1,198 ¥ 557 $ 7,493

(Note) Gain and loss on disposal of non-current assets arising from the same sales contract are offset against each other and are presented as loss on

disposal of non-current assets in the consolidated statements of operations.
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() Loss on Impairment of Non-current Assets

The Group adopted the accounting standard for impairment of non-current assets. The non-current assets are grouped by each segment. Assets to be disposed
of and idle non-current assets are grouped individually. The book value of the non-current assets is reduced to the recoverable amount.

The loss on impairment of non-current assets for the years ended March 31, 2026 and 2025 were comprised of the following.

FY2025

Amount |¥1 million ($6 thousand)

“Reason [Change in recoverable amount
Locaion llchiharaCity, Chiba,ete. T
" Majoruse [Assistobedisposed TR
TAsetcategory Land,ete. TR
“Amount 14495 million (83,096 thowsand) T
““Reason | Determination of disposal
FY2024

" Locaion  |Hidaka District, Wakayama, etc. T
" Majoruse Businessawess T
TAsetcategory Land,ete. TR
“Amount Nianmiion T
““Reason [Change in recoverable amount
_Locaion  |TamanoCity, Okayama
" Majoruse [Asseistobedisposed TR
"“Assctcatogory | Machinery, equipment and vehicles, ete.
“Amount Narmilon e
Rewson " A beterminaiion ofdisposal T
Location  |YuluCity,Oitaetc.
" Majoruse Hdleawets e
TAwetcategory Land,eie. TN
“Amount Y million | TTTTTTTTTTmTTImTmmTmmmmmmmm
““Reason |Decline in market value T

(g) Ending inventory is presented at an amount after reduction of book value due to declining profitability, and cost of sales
includes loss on valuation of inventories, as follows (Deduction of reversal of the provision from cost of sales is shown in
parentheses):

Japanese Yen (millions) U.S. Dollars (thousands)

FY2025 FY2024 FY2025
Loss on valuation of inventories ¥ 137 ¥ (110) $ 857

(h) Provision for loss on construction contracts included in the cost of sales is as follows (Deduction of reversal of the provision
from cost of sales is shown in parentheses):

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
Provision for loss on construction contracts ¥ (1,108) ¥ 512 $ (6,930)
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4. Comprehensive Income

Each component of other comprehensive income for the years ended of March 31, 2026 and 2025 were the following:

Amount of rearrangement adjustment

Japanese Yen (millions)

U.S. Dollars (thousands)

Before income taxes and tax effect adjustment

Income taxes and tax effect

Net unrealized holding gains on securities

Amount of rearrangement adjustment

Before income taxes and tax effect adjustment

Income taxes and tax effect

Unrealized gains (losses) on hedging derivatives

Amount of rearrangement adjustment

Before income taxes and tax effect adjustment

Income taxes and tax effect

Revaluation reserve for land

Amount of rearrangement adjustment

Before income taxes and tax effect adjustment

Income taxes and tax effect

Foreign currency translation adjustments

Amount of rearrangement adjustment

Before income taxes and tax effect adjustment

Income taxes and tax effect

Remeasurements of defined benefit plans

Share of other comprehensive income of affiliates accounted for using

equity method:

Amount of rearrangement adjustment

Share of other comprehensive income of affiliates accounted for

using equity method

Total

FY2025 FY2024 FY2025
Y sz ¥ TTR20 s T 177,083
28,312 8,210 177,083
(8,918) (2,602) (55,780)
19,394 5,608 121,303
""""""" @5 30T asen
1 313 6
(734) 344 (4,591)
225 (66) 1,407
(509) 278 (3,184)
T e G T
- (327) -
T s T T T z0s T T 00
1,231 1,305 7,700
1,231 1,305 7,700
T a6 T Teas0 T 4622
(2,436) (3,141) (15,236)
4,970 3,309 31,086
(1,565) (1,185) (9,789)
3,405 2,124 21,297
a0 T T essa T TRas0
(525) (15,370) (3,284)
778 (8,486) 4,866
¥ 24299 ¥ 502§ 151,982
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5. Consolidated Statements of Changes in Net Assets

(a) Class and number of issued shares

FY2025 Number of shares (Thousands of shares)
Atthe beg“?nmg of the Increase in the period Decrease in the period At the er}d of the
period period
Common stock 103,099 - - 103,099
FY2024 Number of shares (Thousands of shares)
Atthe begu}nmg of the Increase in the period Decrease in the period At the er}d of the
period period
Common stock 103,099 - - 103,099
Class-A preferred shares 18,000 - 18,000 -
Total 121,099 - 18,000 103,099
(note 1) The decrease of 18,000 thousand shares in the number of Class-A preferred shares issued is due to the cancellation.
(b) Class and number of treasury stock
FY2025 Number of shares (Thousands of shares)
Atthe beglr}nlng of the Increase in the period Decrease in the period Atthe er}d of the
period period
Common stock 2,210 2 16 2,196
(note 1) Reason for the increase in the number of treasury stock of common stock is as follows:
Increase due to requests for the purchase of shares less than one share unit: 2 thousand shares
(note 2) Reason for the decrease in the number of treasury stock of common stock is as follows:
Decrease due to requests for the sale of shares less than one share unit: 0 thousand shares
Decrease due to the exercise of subscription rights to shares (stock options): 16 thousand shares
FY2024 Number of shares (Thousands of shares)
Atthe beglqnmg of the Increase in the period Decrease in the period Atthe eqd of the
period period
Common stock 2,226 2 18 2,210
Class-A preferred shares - 18,000 18,000 -
Total 2,226 18,002 18,018 2,210

(note 1) Reason for the increase in the number of treasury stock of common stock is as follows:
Increase due to requests for the purchase of shares less than one share unit: 2 thousand shares
(note 2) Reason for the decrease in the number of treasury stock of common stock is as follows:
Decrease due to the exercise of subscription rights to shares (stock options): 18 thousand shares
(note 3) Reason for the increase in the number of treasury stock of Class-A preferred shares is as follows:

Acquisition in accordance with the provisions of Article 155, Item 1 of the Companies Act and the provisions of the Articles of Incorporation, as

resolved by the Board of Directors: 18,000 thousand shares
(note 4) Reason for the decrease in the number of treasury stock of Class-A preferred shares is as follows:
Decrease due to the cancellation: 18,000 thousand shares

(c) Subscription rights to shares and treasury stock subscription rights

FY2025 Number of shares underlying the subscription rights ~ Japanese Yen U.S. Dollars
to shares (thousands of shares) (millions) (thousands)
Class of the At the At the end
Description of subscription ~ shares underlying beginning  Increase in Decrease in e en Balance at the  Balance at the
Category . . . . of the end of the end of the
rights to shares the subscription of the the period  the period . .
- . period period
rights to shares period
Subscripti ights to sh:
The ubscrip 101.1 rights to shares i i ) i . ¥ 3 s 194
Company  as stock options
Total - - - - - ¥ 318 194




Number of shares underlying the subscription rights ~ Japanese Yen

FY2024 to shares (thousands of shares) (millions)
Class of the At the At the end
Description of subscription ~ shares underlying beginning Increase in Decrease in e en Balance at the
Category . o . . of the end of the
rights to shares the subscription of the the period  the period . .
- . period period
rights to shares period
The Subscription rights to shares v 59
Company  as stock options
Total - - - - - ¥ 59
(d) Dividends
1) Amount of dividends paid
FY2025
Resolution Class of shares Source of dividends Tota} gmount of Dividend per Record date Effective date
dividends share
Ordinary General
Meeting of . . s
Common stock Retained earnings ¥ 2,018 million ¥20.00 March 31, 2025 June 27, 2025
Shareholders
(June 26, 2025)
Board of Directors . . . September 30,
Common stock Retained earnings ¥ 1,513 million ¥ 15.00 December 11, 2025
(November 12, 2025) 2025
FY2024
Resolution Class of shares Source of dividends Tota} ?m"“m of Dividend per Record date Effective date
dividends share
Ordinary General Common stock Retained earnings ¥ 504 million ¥5.00 March 31, 2024 June 27, 2024
Meeting of o e e e e ————
Shareholders Class-A Retained earnings ¥ 702 million ¥39.00 March 31, 2024 June 27, 2024
(June 26, 2024) preferred shares

2) Dividends with a record date belonging to the fiscal year under review, but an effective date belonging to the next fiscal year
FY2025

Total amount of Dividend per

Resolution Class of shares Source of dividends . Record date Effective date
dividends share
Ordinary General
Meeting of . . ¥ 4,238 million ¥42.00
Common stock Retained earnings March 31, 2026 June 29, 2026
Shareholders ($ 26,507 thousand) ($0.263)

(June 26, 2026)
(note 1) The above is to be proposed at the Ordinary General Meeting of Shareholders scheduled to be held on June 26, 2026.

FY2024
Resolution Class of shares Source of dividends Tota} ‘?m"”“t of Dividend per Record date Effective date
dividends share
Ordinary General
Meeting of . . -
Common stock Retained earnings ¥ 2,018 million ¥20.00 March 31, 2025 June 27, 2025

Shareholders
(June 26, 2025)

,19,



6. Cash Flow Statement

Reconciliation of cash and time deposits shown in the Consolidated Balance Sheets and cash and cash equivalents in the Consolidated Statements of Cash
Flows as of March 31, 2026 and 2025 were as follows.

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
" Cashand time deposis ¥ 57055 ¥ 35354 § 356,861
" Time deposits with maturities exceeding 3months (466  (197)  (15424)
Cash and cash equivalents ¥ 54,589 ¥ 33,377 $ 341,437
7. Leases
(a) Lessee
i) Unexpired lease payments of operating lease transactions as of March 31, 2026 and 2025 were as follows:
Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
N _]_):1; ;v_1t}1;n_ (:n_e_y_e;r_ __________________________ ¥ 1,890 ¥ 1,900 $ 11,822
" Ducafteroneyear __777iog gs1s 68,107
Total ¥ 12,779 ¥ 10,715 $ 79,929
(b) Lessor
i) Unexpired lease receivables of operating lease transactions as of March 31, 2026 and 2025 were as follows:
Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
" Ducwithinoneyear ¥ 16 ¥ 15 s 100
" Dueafteroneyear s T oo 282
Total ¥ 61 ¥ 76 $ 382
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8. Financial Instruments

(a) Articles concerning status of financial instruments
1) Policies for financial instruments
The Group restricts the fund management to short-term financial instruments. The Group transfers funds to each other through an inter-company cash
management systems (CMS). Regarding the funding, the Group raises the short-term working capital through bank loans and the issuance of commercial
paper (CP), and raises the long term capital investment through bank loans and the issuance of bonds. Derivative financial instruments are utilized to hedge
the risks described hereinafter and not for speculative transactions as a matter of policy.
2) Substances and risks of financial instruments
Trade receivables and electronically recorded monetary claims - operating are exposed to credit risks of customers. Trade receivables in foreign currency,
which the Company and certain Subsidiaries receive from foreign operations, are exposed to currency fluctuation risks. Forward foreign exchange contracts
are applied to these hedged items in principle. Investment securities, mainly of companies with business relationships, are exposed to market fluctuation
risks. Long-term loans for operating funds and capital expenditures of SPC’s, which are established for generating electricity, are exposed to credit risks of
customers.
Almost all of the trade payables and electronically recorded obligations - operating are due within one year. Foreign currency trade payables for overseas
procurement are exposed to currency fluctuation risks, but those trade payables are controlled not to exceed the balance of trade receivables in the same
foreign currencies. Short-term borrowings are mainly for the purpose of funding commercial transactions. Long-term borrowings and bonds are mainly for
the purpose of funding capital investments. Although the portions of those debts with floating interest rates are exposed to interest rate fluctuation risks,
interest rate swap contracts are applied to hedge the risks.
Derivative transactions are the above mentioned forward foreign exchange contracts, interest rate swap contracts, as well as interest rate and currency swap
contracts. They are for the purpose of hedging currency fluctuation risks and rising interest rate risks.
As to details on hedging instruments, hedged items, hedging policy and hedge effectiveness testing, please refer to ““1. Significant Accounting and
Reporting Policies (f) Significant Hedge Accounting Methods.”
3) Risk management in financial instruments
i) Management of credit risks (Risks for breach of contracts)
The Group monitors due dates and balances of trade receivables and regularly investigates the credit standings of main customers for early detection
and reduction of default risks according to internal regulation.
As to derivative transactions, credit risks are minimized by dealing solely with top-ranked financial institutions.
ii) Management of market risks (Exchange rate or interest rate fluctuation risks)
The Company and certain Subsidiaries utilize forward foreign exchange contracts, interest rate swap contracts, and interest rate and currency swap
contracts. Forward foreign exchange contracts are for the purpose of hedging currency fluctuation risks arising from foreign currency receivables and
payables in principle, and the others are utilized for the purpose of hedging interest rate fluctuation risks arising from short-term and long-term
borrowings and bonds.
Holding position of investment securities are continuously reviewed by researching fair market value and financial status of important customers
regularly and taking into account of market conditions and relationships with customers.
Execution and management of derivative transactions are based on each company’s internal regulation restricting scope of authority. As to derivative
transactions, the Group utilizes them to offset risks within the range of trade demand.
iii) Management of liquidity risks of raising funds (Default risks)
The Finance department of the Group makes and updates finance plans, and maintains a certain level of liquidity on hand to minimize liquidity risks.
4) Supplementary explanation about fair value of financial instruments
Fair value of financial instruments includes not only fair market value based on market price but also reasonably estimated value if market price is not
available. Reasonably estimated fair value may fluctuate because it depends on an estimation process which is based on certain preconditions.

The contract amounts for derivatives stated in “Note 10 Derivative Transactions,” do not indicate the market risks of derivatives.
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(b) Articles concerning fair value of financial instruments

Consolidated balance sheet amounts, fair value of financial instruments and the differences between them for the fiscal years ended March 31, 2026 and 2025
were as follows. Information on “Cash and time deposits,” “Trade receivables,” “Electronically recorded monetary claims - operating,” “Trade payables,”
“Electronically recorded obligations - operating,” “Short-term borrowings” and “Accrued income taxes” is omitted because these items are cash or accounts
which are settled in the short term and considered to be close to the book value.

Japanese Yen (millions)

_F_Y_g(_)%é _________________________________________________ Book value Fair value Difference

(1) Investment securities ’

" Available-for-sale securities ¥ 41215 ¥ 4215 ¥ -
(@) Long-term loans T 1699 138 (391
Total assets ¥ 42914 ¥ 42,523 ¥ (391)
(1) Current portion of long-term borrowings ¥y 6232 ¥ 6199 ¥ G3)
(2) Long-term borrowings T T 37449 3739 (50)
(3) Lease obligations T 5831 5737 (94
Total liabilities ¥ 49,512 ¥ 49,335 ¥ (177)

(151)
ii. Derivative transactions for which hedge accounting has been applied (876) (876) -
Total derivative transactions ¥ (1,027) ¥ (1,027) ¥ -

Japanese Yen (millions)

ry2024 Book value Fair value Difference

(1) Investment securities ~

" Available-for-sale securities y 12908 ¥ 12908 ¥ -
(@) Long-term loans T 1704 144 90)
Total assets ¥ 14,612 ¥ 14,322 ¥ (290)
(1) Current portion of long-term borrowings ¥ 6167 ¥ ¢ 6142 ¥ 25)
() Long-term borrowings T 43830 s (59)
(3) Lease obligations T T 7393 - 750 127
Total liabilities ¥ 57,390 ¥ 57,433 ¥ 43

ii. Derivative transactions for which hedge accounting has been applied 817 817 -

Total derivative transactions ¥ 261 ¥ 261 ¥ -
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U.S. Dollars (thousands)

fy2025 Book value Fair value Difference

(1) Investment securities ~

7 Available-for-sale securities s 257787 S 257787 s -
(@) Long-term loans T 10627 s s181 (2.446)
Total assets $ 268,414 $ 265,968 $ (2,446)
(1) Current portion of long-term borrowings s 38979 S 38773 S (206)
() Long-term borrowings T T 34232 233919 (313)
(3) Lease obligations T 6471 35883 (588)
Total liabilities $ 309,682 308,575  $ (1,107)

i. Derivative transactions for which hedge accounting has not been applied $ 945) §8 945) §8 -
ii. Derivative transactions for which hedge accounting has been applied (5,479) (5,479) -
Total derivative transactions $ (6,424) $ (6,424) $ -

! As to the following financial instruments, there is no available fair market value, and they are not included in “(1) Investment securities.” Book value of
these financial instruments are as follows.

Japanese Yen (millions) U.S. Dollars (thousands)
Book value Book value
FY2025 FY2024 FY2025
7 Unlisted equity securities ¥ 13,790 ¥ 16,766 S 86,252

"2 Receivables and payables arising from derivative transactions are shown on the net basis. The items which are net debt in total are shown in parentheses.
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(note 1) The expected redemption amount of monetary credit and securities with maturity after the fiscal years ended March 31, 2026 and 2025 were as

follows.
Japanese Yen (millions)
FY2025 Within one year ?v\;teliigngv);e;:r? O:V?Ih?gieie;zzut Over ten years
" Cash and time deposits y 57.040 ¥ -y
" Trade receivables 7 67106 s 5
" Blectronically recorded monetary claims - operating - 4330 -
"Longtermloans T ST 2
Total ¥ 128,476 ¥ 70 ¥
Japanese Yen (millions)
FY2024 Within one year %\ggizngvfz:;t O\:’veiihfi‘lr\llie}rlle;;zzut Over ten years
" “Cashand time deposits ¥ 35341 ¥ " " -
" Trade receivables " 75060 4 s T -
" Electronically recorded monetary claims - operating 4 4988 S -
"Longtermloans T ST 7R 1683
Total ¥ 115,390 ¥ 99 ¥ 7 ¥ 1,683
U.S. Dollars (thousands)
FY2025 Within one year ?v‘;f}:i?lngvyee;:r? O\\;?Ih?rrie};lejgilrb;m Over ten years
" Cashand ime deposits s 356,768
" Trade receivables 419727
" Electronically recorded monetary claims - operating 27.083

Long-term loans -
Total $ 803,578

(note 2) The expected redemption amount of bonds, long-term borrowings and lease obligations after the fiscal years ended March 31, 2026 and 2025 were as

follows.
Japanese Yen (millions)
Fy20s i e O e o v Ovr ey
" Short-term borrowings ¥ 49040 ¥ - ¥ - ¥ -~y -y -
" Long-term borrowings . 6232 998 11536 4041 8630 2356
" Lease obligations - 2050 1340 1225 o 350 292
Total ¥ 57,322 ¥ 11,326 ¥ 12,759 ¥ 5552 ¥ 8,945 ¥ 2,648
Japanese Yen (millions)
Y201 i e e O e e ver ey
" Short-term borrowings ¥ 47854 ¥ Sy Sy -y -y -
" Long-term borrowings 6167 5078 20754 7276 so81 2841
" Lease obligations - 200 1879 1274 Les ssa 42
Total ¥ 56,071 ¥ 7857 ¥ 23,028 ¥ 8,440 ¥ 6,535 ¥ 3,313
U.S. Dollars (thousands)
FY20s i e e O e e over ey
""" Short-term borrowings  § 306730 $ - s - s - s -8 -
" Long-term borrowings 38979 62459 2154 30905 53978 14736
" Lease obligations 1282 8381 7650 382 1970 1,826
Total $ 358,531 § 70,840  $ 79,804  § 34,727 $ 55948 § 16,562
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(c) Matters regarding the breakdown by level of fair values of financial instruments, etc.

Fair values of financial instruments are classified into the following three levels in accordance with the observability and significance of inputs for fair value

measurement.

Level 1 fair value: Fair value measured by using quoted prices for assets or liabilities that are subject to the fair value measurement concerned which are
formed in active markets, of observable inputs for fair value measurement

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

Level 3 fair value: Fair value measured by using unobservable inputs for fair value measurement

If multiple inputs that have a significant impact on fair value measurement are used, the fair value is classified into the lowest priority level in fair value

measurement, of the levels in which each input belongs.

(1) Financial instruments recorded at fair value in the consolidated balance sheet
Japanese Yen (millions)
FY2025 Level 1 Level 2 Level 3 Total

Shares ¥ 41,215 ¥ - ¥ - ¥ 41,215
Total assets ¥ 41,215 ¥ - ¥ - ¥ 41,215

Currency related ¥ - ¥ 1,027 ¥ - ¥ 1,027
Total liabilities ¥ - ¥ 1,027 ¥ - ¥ 1,027

FY2024 Level 1 Level 2 Level 3 Total

Shares ¥ 12,908 ¥ - ¥ - ¥ 12,908
" Derivative transactions L TTTTTTTTTTTT T e
7 Cumency related T ST 61 ST 261
Total assets ¥ 12,908 ¥ 261 ¥ - ¥ 13,169

U.S. Dollars (thousands)
FY2025 Level 1 Level 2 Level 3 Total

$ 257,787 $ - $ - $ 257,787
$ 257,787 $ - $ - $ 257,787
" Derivative transactions T TTTTTTITTTITT T e
Currency related $ - $ 6,424 $ - $ 6,424
Total liabilities $ - $ 6,424 $ - $ 6,424
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(2) Financial instruments other than financial instruments recorded at fair value in the consolidated balance sheets

Japanese Yen (millions)

FY2025 Level 1 Level 2 Level 3 Total
"Longtermloans y Sy 138 ¥ Sy 1308
Total assets ¥ - ¥ 1,308 ¥ - ¥ 1,308
" Current portion of long-term borrowings - y YT 6199 ¥ Y 6,199
" Long-term borrowings - 37399 - 37399
" Lease obligations T 5131 ST 5737
Total liabilities ¥ - ¥ 49,335 ¥ - ¥ 49,335

Japanese Yen (millions)

FY2024 o Levell ___ __.__. Level2 ___ . __. Leveld ___ __....] Total _____
Long-term loans ¥ - ¥ 1,414 ¥ - ¥ 1,414
Total assets ¥ - ¥ 1,414 ¥ - ¥ 1,414

Lease obligations - 7,520 - 7,520

Total liabilities ¥ - ¥ 57,433 ¥ - ¥ 57,433

U.S. Dollars (thousands)

FY2025 Level 1 Level 2 Level 3 Total
"Longtermloans s s sis1 s s 8,181
Total assets $ - $ 8,181 $ - $ 8,181
" Current portion of long-term borrowings s s 8773 s s 38773
" Longterm borrowings - 33919 - 233919
" Lease obligations T T 35883 T 35,883

Total liabilities $ - $ 308,575 $ - $ 308,575

(note) Explanation of valuation techniques used to measure fair value and inputs for fair value measurement
Investment securities

Listed shares are valued using quoted prices. Since listed shares are traded in active markets, their fair values are classified as Level 1 fair value.

Derivative transactions
Fair values of interest rate swaps and forward contracts are measured by the discounted cash flow method using observable inputs such as interest
rates and exchange rates, and are classified as Level 2 fair value.

Long-term loans
Fair values of long-term loans are measured by the discounted cash flow method based on their future cash flows and interest rates that take into
account credit spreads in addition to appropriate indicators such as government bond yield by credit risk category for credit management for the long-

term loans which are categorized according to certain periods, and are classified as Level 2 fair value.
Current portion of long-term borrowings, long-term borrowings, and lease obligations

Their fair values are measured by the discounted cash flow method based on the sum of principal and interest, and interest rates that take into account
the remaining period and credit risk of these obligations, and are classified as Level 2 fair value.
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9. Investment Securities

(a) The following tables summarize acquisition costs, book values and fair values of securities with available fair values as of
March 31, 2026 and 2025:

Japanese Yen (millions)
FY2025 Acquisition cost Book value Difference

Equity securities ¥ 2,841 ¥ 41,215 ¥ 38,374
Sub Total 2,841 41215 38,374

Equity securities - - -
Sub Total - - -
Total ¥ 2,841 ¥ 41,215 ¥ 38,374

Japanese Yen (millions)
FY2024 Acquisition cost Book value Difference

Equity securities ¥ 2,838 ¥ 12,908 ¥ 10,070
Sub Total 2,838 12,908 10,070

Equity securities - - -

Sub Total - - R
Total ¥ 2,838 ¥ 12,908 ¥ 10,070
U. S. Dollars (thousands)
FY2025 Acquisition cost Book value Difference

Equity securities $ 17,770 $ 257,787 $ 240,017
Sub Total 17,770 257,787 240,017

Equity securities - - -
Sub Total - - -
Total $ 17,770 $ 257,787 $ 240,017

(b) Proceeds from sales of available-for-sale securities and realized gains and losses on sales of available-for-sale securities for the
years ended March 31, 2026 and 2025 were as follows:

Japanese Yen (millions) U.S. Dollars (thousands)

FY2025 FY2024 FY2025

(c) Securities reclassified due to a change in holding purpose as of March 31, 2026 and 2025:

FY2025:
Not applicable

FY2024:
As a result of the partial sale of shares previously held as investments in affiliates, the remaining shares no longer qualify as investments in affiliates and have

been reclassified as available-for-sale securities. The carrying amount on the consolidated balance sheets is ¥10,310 million.
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10. Derivative Transactions

Derivative transactions of the Group for market value information as of March 31, 2026 and 2025 were as follows:

(a) Derivative transactions for which hedge accounting has not been applied

FY2025

Chinese Yuan

Japanese Yen (millions)

Contract amount

FY2024

To receive Euro, pay STG Pounds

FY2025

Chinese Yuan

Fair value Unrealized gain (loss)

Total Due after one year
"""""" 1376 ¥ - ¥ @) ¥ @49
o W R
"""""" R . Y
"""""" 192 - Ty Ty
T 2130 1 5 25
A R
"""""" 384 186 860  (86)
"""""" a0 o T ay T Ty

10,080 ¥ 2,135 ¥ (151) ¥ (151)
Japanese Yen (millions)
Contract amount . . .

Total Due after one year Fair value Unrealized gain (loss)
"""""" 308 ¥ M5 ¥ @n ¥ @)
T L ST 7 27
___________ 1318 T T T esy T T sy
"""""" 643 o ey uy
"""""" 2003 45 @n o en
T s, ST T
"""""" R )
R w662 T 588 588
__________ 36657 - ey (1,000

74,307 ¥ 1,160 ¥ (556) ¥ (556)
U. S. Dollars (thousands)
Contract amount . . .

Total Due after one year Fair value Unrealized gain (loss)
"""""" 8606 S - § @306 S (36
T o1 ST 9 19
"""""" 1364 50 s as0)
""""" 12084 - @y
T 13379 e s 156
T T STy T
""""" 23980 161t (38 (38)
"""""" 2680 - TTTTTT@eny e

63,047 $ 13,354 $ 944) § (944)
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(b) Derivative transactions for which hedge accounting has been applied

Japanese Yen (millions)

FY2025 . Contract amount .
Hedged items Fair value
Total Due after one year

To buy U.S. Dollars Trade payables ¥ 9,364 ¥ 224 ¥ 1,140
T Buo T T ey 271
T STGPounds T gy T
~ TosellUS.Dollars T Tradereceivables 27504 . (2.288)

¥ 41,510 ¥ 224 ¥ (876)

Interest swap

Exceptional treatment .
To receive float, pay fix

Long-term borrowings ¥ 3,032 ¥ 2,608 ¥ -

Japanese Yen (millions)

FY2024 . Contract amount .
Hedged items Fair value
Total Due after one year

To buy U.S. Dollars Trade payables ¥ 9,599 ¥ 1,055 ¥ 763
Euro 7,330 - 41
To sell U.S. Dollars Trade receivables 26,312 - 10

To sell U.S. Dollars Trade receivables 127 - 3

Interest swap

Exceptional treatment "
To receive float, pay fix

Long-term borrowings ¥ 3,456 ¥ 3,032 ¥ -

U.S. Dollars (thousands)

FY2025 . Contract amount .
Hedged items Fair value
Total Due after one year

To buy U.S. Dollars Trade payables $ 58,569 $ 1,401 $ 7,131
T Buro T T 080091695
T STG Pounds T T s T e
" TosellUS.Dollass " Trade receivables 172000 - (14311)

$ 259,632 $ 1,401 $ (5,479)

Interest swap

Exceptional treatment .
To receive float, pay fix

Long-term borrowings $ 18,964 $ 16,312 $ -

$ 18,964  § 16312 § -

"' As interest swap subject to exceptional treatment of interest swap is accounted for as a single item with underlying long-term borrowings, which are hedged
items, its fair value is included in that of long-term borrowings.
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11. Severance and Retirement Benefits

(a) Overview of adopting severance and retirement benefits plans

The Group has system of funded and unfunded severance and retirement benefits, defined benefit pension plans, and defined contribution pension plans.

Severance and retirement benefits (all funded) pay out lump-sum payment or annual pension based on salary and length of service.

Lump-sum payment (part of which becomes funded as a result of benefit trust although the system is unfunded) is paid out based on salary and length of

service as retirement benefits.

Some domestic Subsidiaries have adopted a “simplified method” to calculate liability for severance and retirement benefits for employees.

(b) Defined benefit pension plan

i) Movements of severance and retirement benefit

Japanese Yen (millions)

U.S. Dollars (thousands)

obligation: FY2025 FY2024 FY2025
" Balance at beginning of period ¥ 21,791 ¥ 24214 S 136,296
" Cumentservicecoss 32 143 8,582
Tnteresteosts T T e s 2,740
" Actuarial differences on pension plan obligation @13) (164 (13329)
TBenefitspaid T TGy Ay assny
priorservicecosts T 0 ooy 375
" Changes in the scope of consolidation ST @2 .
T Othes T T gy T o7 T (169)
Balance at end of period ¥ 20,291 ¥ 21,791 $ 126,914
ii) Movements of pension assets: Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
" Balance at beginning of period ¥ 39,183 ¥ 36,706 S 245,078
" Expected return on pension assets 8 3 s
" Actuarial differences on pension assets sa7 380 33444
" Contribution to pension plans 6 %6 ss
T Benefitspaid T @29 Taesny T @as60)
" Changes in the scope of consolidation T Gl .
Coters T T ey 1) (100)
Balance at end of period ¥ 43,899 ¥ 39,183 $ 274,575

iil) Reconciliation of projected retirement benefit
obligation and net defined benefit assets / liabilities

Japanese Yen (millions)

U.S. Dollars (thousands)

recorded in the consolidated balance sheets: FY2025 FY2024 FY2025
¥ 18,427 115,255
(43,899) (274,575)
Retirement benefit obligation (unfunded termination and
. 1,864 11,659
retirement allowance plan)
Net defined benefit assets / liabilities recorded in the
. ¥ (23,608) ¥ (17,392)  $ (147,661)
consolidated balance sheets
Defined benefit liabilities 4,083 4,565 25,538
Defined benefit assets (27,691) (21,957) (173,199)
Net defined benefit assets / liabilities recorded in the
¥ (23,608) ¥ (17,392)  $ (147,661)

consolidated balance sheets

iv) Severance and retirement benefit expenses:

Japanese Yen (millions)

U.S. Dollars (thousands)

FY2025 FY2024 FY2025
" Current servicecosts ¥ 1372 ¥ 1453 $ 8,581
Clmterestoosts T B8 R8s 2740
" Expected return on pension assets _____aog o Taoay T (175)
" Amortization of actuarial differences 4% @22 (15168
" Amortization of prior servicecosts _77qy T ©00 (9
Severance and retirement benefit expenses ¥ (654) ¥ (1,405) $ (4,091)
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v) Remeasurements of defined benefit plans

Japanese Yen (millions)

U.S. Dollars (thousands)

(before income taxes and deducted tax effects): FY2025 FY2024 FY2025
*Priorservicecosts 7y ¥ - s (444)
Actuarial differences 5,020 3,300 31,399
Others 20 9 125
Total 4,969 ¥ 3,309 $ 31,080

vi) Unrecognized actuarial differences

Japanese Yen (millions)

U.S. Dollars (thousands)

(before income taxes and deducted tax effects): FY2025 FY2024 FY2025
_ Unrccognized prior service costs 1 ¥ - s 444
Unrecognized actuarial differences (25,331) (20,311) (158,438)
Others 109 48 682
Total (25,151) ¥ (20,263) $ (157,312)

vii) The major categories of pension assets:

Percentage of composition

FY2025 FY2024

“TBonds T 2% 2%
CSecuriies T T ey T gy,
Cashanddeposits T oy gy,
Cothers T % %

Total 100% 100%
viii) The principal actuarial assumptions at reporting

date are summarized below: FY2025 FY2024
" Discountrate 7 0.7% - 4.6% 0.7%-3.5%
" Expected rate of return on pension plan assets | 00% 0.0%

To determine the expected rate of return on pension plan assets, allocation of pension assets expected in present and future, and long-term rate of return on

portfolio assets expected in present and future are considered.

(c) Defined contribution pension plan

The contribution paid to the defined contribution pension plan is summarized below:

Japanese Yen (millions)

U.S. Dollars (thousands)

FY2025 FY2024

FY2025

Contribution paid to the defined contribution pension plan

583 ¥ 467

$ 3,646
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12. Stock options

(a) The stock options outstanding at March 31, 2026 are as follows:
FY2015 Stock option FY2014 Stock option
Directors of the Company: 9

(Including persons concurrently serving as

executive officers) .
. Directors of the Company: 14
Persons granted Executive officers of the Company: 13 .
. . Deputy directors of the Company: 21
(Excluding persons concurrently serving as

directors)
Deputy directors of the Company: 17

Class and number of shares Common stock 49,700 shares Common stock 36,600 shares
"~ Grantdate August21, 2015 August22,2014
T Tie grantee shll maimain i o hor postionas T grantee shall maiain i o b postion s
. . Director, Executive officer or Deputy director Director or Deputy director from the grant date
Vesting conditions .
from the grant date (August 21, 2015) to the (August 22, 2014) to the vesting date (June 30,
vesting date (June 30, 2016 or March 31, 2016). 2015 or March 31, 2015).
"""""""""""""""""""""""""""""""""""" (Directors of the Company)
(Directors of the Company) From July 1, 2014 to June 30, 2015
From July 1, 2015 to June 30, 2016 (Deputy directors of the Company)
. . (Executive officers of the Company) (continuously - appointed)
Service period i
From April 1, 2015 to March 31, 2016 From July 1, 2014 to March 31, 2015
(Deputy directors of the Company) (Deputy directors of the Company)
From April 1, 2015 to March 31, 2016 (newly - appointed)
From April 1, 2014 to March 31, 2015
" Bxerciseperiod From August 22, 2015 to August 21,2045 From August 23, 2014 to August 22,2044

FY2013 Stock option
Directors of the Company: 14

Persons granted .
Deputy directors of the Company: 19

The grantee shall maintain his or her position as
Director or Deputy director from the grant date
(August 23, 2013) to the vesting date (June 30,

2014)
Service period From July 1, 2013 to June 30, 2014
Exercise period From August 24, 2013 to August 23, 2043

(note) Effective October 1, 2017, the Company consolidated every 10 shares of its common stock into 1 share. The number of shares has been converted into
those after the share consolidation.
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(b) The numbers of and changes in stock options during the year ended March 31, 2026 are as follows:

FY2015 Stock option FY2014 Stock option FY2013 Stock option
T Non-vested: T
" Outstanding at March 31,205 7 - T -
T Granted T T ST .
T Forfeited T T T .
T Nested T TTTTTTTTTTTTTTIITmmT T rmmmmmmmm e oo oToTTTTmTTTeTe -
" Outstanding of non-vested at March 31,2026 - - -
Vested
" Outstanding at March 31,2025 " ""ys30 140 7,800
T Nested T TTTTTTTTTTTTTTTmTmmm T e oo oToTTTTmTTTee -
7 Exercised T 7000 ss0 3,700
T Forfeted T ST T -
"~ Outstanding of non-exercised at March 31,2026 g0 se0 4,100
Exercise price - Yen (U.S. Dollars) ¥ 1(50.006) ¥ 1(50.006) ¥ 1 (80.006)
" Average share price at exercise - Yen (U.S. Dollars) ¥y 3,100($19.390) ¥ 5233 (832.731) ¥ 3,434 ($21.479)
" Fair value price at grant date - Yen (US. Dollars) ¥ 1,690 ($10.570) ¥ 1 1910($11.946) ¥ 1440 ($9.007)

(note) Effective October 1, 2017, the Company consolidated every 10 shares of its common stock into 1 share. The number of shares, average share price at

exercise, and fair value price at grant date have been converted into those after the share consolidation.

(c) Calculation method for the number of rights vested
Only actual forfeited number of the vested is used for calculation for the number of rights vested, since it is difficult to reasonably estimate the number of
options that will forfeited in the future.
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13. Income Taxes

(a) Significant components of deferred tax assets and liabilities as of March 31, 2026 and 2025 were as follows:

Japanese Yen (millions) U.S. Dollars (thousands)

FY2025 FY2024 FY2025

Difference on application of percentage-of-completion
method ’

Valuation allowance for the total of deductible temporary

5,444 6,742 34,051

differences, etc. ( ) ( ) ( )
Less valuation allowance (note 1) (29,898) (41,483) (187,003)
Total deferred tax assets ¥ 34,932 ¥ 24,818 $ 218,489

Deferred tax liabilities:

(3,150)
_______________ (397)
Gain on contribution of securities to trust S ( ;;9_)_ i
for employees’ retirement benefit
" Difference arising on percentage-of-completion (44 (1275  (8907)
" Unrealized gain on assets and liabilities of consolidated o
cubsidiaries (1,827) (1,846) (11,427)
" Netdefined benefitassets (6563 (@06) (41,050
" Investments in subsidiaries and affiliastes ©s6) a8 (5979
T Others T T oy 10260 (6386)
Total deferred tax liabilities ¥ (24,235) ¥ (11,962) $ (151,583)
" Net deferred tax assets (liabilities) ¥ 10697 ¥ 1286 s 66,906

(Change in Presentation)

“Accrued enterprise taxes,” which was included in “Others” under “Deferred tax assets” in the year ended March 31, 2025, has been presented individually
from the year ended March 31, 2026, since its materiality has increased. Notes for the year ended March 31, 2025, have been reclassified in order to reflect
this change in presentation.

As a result, ¥4,222 million presented in “Others” under “Deferred tax assets” for the year ended March 31, 2025, has been reclassified as ¥595 million in

“Accrued enterprise taxes” and ¥3,627 million in “Others.”

(note 1) Decrease in valuation allowance of ¥11,584 million ($72,454 thousand) is mainly attributable to the decrease in valuation allowance for tax loss
carryforwards.
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(note 2) For the year ended March 31, 2026 and 2025, tax loss carryforwards and corresponding deferred tax assets by expiration date were as follows:

Japanese Yen (millions)

Over 1 year~  Over2years~ Over3years~  Over 4 years~

FY2025 Within 1 year within 2 years ~ within 3 years ~ within 4 years ~ within 5 years Over 5 years Total
Tax loss carryforwards*' ¥ 1 ¥ - ¥ 2,552 ¥ 4338 ¥ 1,696 ¥ 27,618 ¥ 36,205
Less valuation allowance 1) ¥ - ¥ (2,552) ¥ (4338) ¥ (1,696) ¥ (15,867) (24,454)
__Deferred tax assets™ ¥ - R Y R Y ¥ __unt ¥ 1,751
Japanese Yen (millions)
. Over 1 year~  Over2years~ Over3years~  Over 4 years~
FY2024 Within 1 year within 2 years ~ within 3 years ~ within 4 years  within 5 years Over 5 years Total
Tax loss carryforwards*l ¥ - ¥ 1 ¥ - ¥ 2,552 ¥ 9,904 ¥ 31,475 ¥ 43,932
Less valuation allowance - ¥ 1) ¥ - ¥ (2,552) ¥ (4,598) ¥ (27,590) (34,741)
Deferred tax assets”” - ¥ - - ¥ - ¥ 5306 ¥ 3,885 9,191
U.S. Dollars (thousands)
. Over 1 year~  Over2years~ Over3years~  Over 4 years~
FY2025 Within 1 year within 2 years ~ within 3 years ~ within 4 years ~ within 5 years Over 5 years Total
Tax loss carryforwards " $ 6 $ - S 15962 $ 27,133  $ 10,608 $ 172,742 $ 226,451
Less valuation allowance ~ $ © $ -3 (15,962) $ (27,133) § (10,608) $ (99,243) §  (152,952)
Deferred tax assets $ -8 -8 -8 -8 -8 73,499 $ 73,499

"' Tax loss carryforwards are calculated by multiplying the statutory tax rate.
"2 As for tax loss carryforwards, valuation allowance is not recognized for the portion judged to be recoverable based on expected future taxable income.

(b) Significant differences between the statutory tax rate and the Group’s effective tax rate for financial statement purposes for the
year ended March 31, 2026 and 2025 were as follows:

FY2025 FY2024

Others 3.6 3.0

Effective tax rate 29 % 1.4 %

(c) Accounting treatment for corporate income tax and local corporate income tax as well as the related tax effect accounting
The Company and certain consolidated subsidiaries in Japan have applied the group tax sharing system, and the accounting treatment and disclosure for
corporate income tax and local corporate income tax as well as the related tax effect accounting are in accordance with the “Practical Solution on the
Accounting and Disclosure Under the Group Tax Sharing System” (ASBJ Practical Issues Task Force No. 42, August 12, 2021).
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14. Investment and Rental Property

(a) Articles concerning situation of investment and rental property

The Company and certain Subsidiaries own factory facilities, etc. (including land) in Oita, Okayama and other areas. Idle land is also owned in Oita, Chiba

and other areas.

(b) Articles concerning fair value of investment and rental property

The book value of investment and rental properties stated in the consolidated balance sheets, the increase or decrease in this fiscal year, and fair value are

shown below.

Japanese Yen (millions)

FY2025 Book value Fair value
Beginning balance as of Ending balance as of
Usage April 1, 2025 Increase (Decrease) March 31, 2026 As of March 31, 2026
Facilities for lease ¥ 23,565 ¥ (3,249) ¥ 20,316 ¥ 13,198
Idle assets (Land) 2,128 (248) 1,880 2,067
Total ¥ 25,693 ¥ (3,497) ¥ 22,196 ¥ 15,265
U.S. Dollars (thousands)
Book value Fair value
. Beginning balance as of Ending balance as of
Usage April 1, 2025 Increase (Decrease) March 31, 2026 As of March 31, 2026
Facilities for lease $ 147,392 $ (20,322) $ 127,070 $ 82,549
Idle assets (Land) 13,310 (1,551) 11,759 12,929
Total $ 160,702 $ (21,873)  $ 138,829 $ 95,478

(note 1) Accumulated depreciation and accumulated impairment losses are deducted from acquisition costs, and the book value is stated the consolidated

balance sheets.

(note 2) The decrease in rental properties in this fiscal year is mainly due to sales of rental properties and idle land (¥3,380 million / $21,141 thousand).

(note 3) Fair value at the end of this fiscal year is mainly estimated based on the “Real estate appraising standard” with an adjustment using a certain

indicator.
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The profit and loss from investment and rental properties in this fiscal year are shown below.

FY2025 Japanese Yen (millions)
Others
Usage Rental income Rental expenses Difference (Profit or Loss on sales of
__________________________ assets, etc.)
Facilities for lease ¥ 1,022 ¥ 270 ¥ 752 ¥ (203)
Idle assets (Land) - 16 (16) (62)
Total ¥ 1,022 ¥ 286 ¥ 736 ¥ (265)
U.S. Dollars (thousands)
Others
Usage Rental income Rental expenses Difference (Profit or Loss on sales of
__________________________ assets, etc.)
Facilities for lease $ 6,392 $ 1,689 $ 4,703 $ (1,270)
Idle assets (Land) - 100 (100) (387)
Total $ 6,392 $ 1,789 $ 4,603 $ (1,657)

(note 1) Rental expenses include depreciation, repair, insurance and taxes-and-dues. Rental income and rental expenses are included in operating income.

(note 2) Others include loss on impairment of non-current assets, which are recognized as other income (expenses).

The book value of investment and rental properties stated in the consolidated balance sheets, the increase or decrease in this fiscal year, and fair value are
shown below.

Japanese Yen (millions)
FY2024 Book value Fair value

Beginning balance as of

Ending balance as of

Usage April 1, 2024 Increase (Decrease) March 31. 2025 As of March 31, 2025
" Facilities for lease y 24708 ¥ (1,142) ¥ 23566 ¥ 16,437
Idle assets (Land) 2,131 3) 2,128 2,289
Total ¥ 26,839 ¥ (1,145) ¥ 25,694 ¥ 18,726

(note 1) Accumulated depreciation and accumulated impairment losses are deducted from acquisition costs, and the book value is stated the consolidated
balance sheets.

(note 2) The decrease in rental properties in this fiscal year is mainly due to impairment losses on rental properties (¥1,473 million).

(note 3) Fair value at the end of this fiscal year is mainly estimated based on the “Real estate appraising standard” with an adjustment using a certain

indicator.

The profit and loss from investment and rental properties in this fiscal year are shown below.

FY2024 Japanese Yen (millions)
Others
Usage Rental income Rental expenses Difference (Profit or Loss on sales of
__________________________ assets, etc.)
Facilities for lease ¥ 1,101 ¥ 274 ¥ 827 ¥ (1,473)
Idle assets (Land) - - - (19)
Total ¥ 1,101 ¥ 274 ¥ 827 ¥ (1,492)

(note 1) Rental expenses include depreciation, repair, insurance and taxes-and-dues. Rental income and rental expenses are included in operating income.
(note 2) Others include loss on impairment of non-current assets and taxes-and-dues, which are recognized as other income (expenses).
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15. Revenue Recognition

(a) Disaggregation of Revenue
The information on disaggregation of revenue from contracts with customers for the years ended March 31, 2026 and 2025 were as follows:

Japanese Yen (millions)

New Business Marine Logistics Peripheral
FY2025 W Propulsion s P Sub total Others *1 Total
Development Systems Businesses
____________________ Systems
Breakdown by geographical regions
Japan ¥ 39,936 ¥ 134,560 ¥ 23,557 ¥ 38,106 ¥ 236,159 ¥ 182 ¥ 236,341
Asia 1,797 12,396 34,491 18,055 66,739 - 66,739
Europe 313 2,331 47 29,506 32,197 - 32,197
North America 117 212 5,517 348 6,194 - 6,194
Other regions 1,595 205 1,573 8,319 11,692 - 11,692
Revenue from contracts
¥ 43,758 ¥ 149,704 ¥ 65,185 ¥ 94,334 ¥ 352,981 ¥ 182 ¥ 353,163
with customers
Other revenue *2 - 33 - - 33 - 33
Net sales to outside
¥ 43,758 ¥ 149,737 ¥ 65,185 ¥ 94,334 ¥ 353,014 ¥ 182 ¥ 353,196
customers
Japanese Yen (millions)
. Marine . .
FY2024 New Business Propulsion Logistics PerlApheral Sub total Others *1 Total
Development Systems Businesses
____________________ Systems
Breakdown by geographical regions
Japan ¥ 34,337 ¥ 123229 ¥ 26,482 ¥ 36,655 ¥ 220,703 ¥ 189 ¥ 220,892
Asia 3,960 9,478 30,850 10,719 55,007 1,438 56,445
Europe 286 2,316 23 22,013 24,638 - 24,638
North America 138 173 3,306 915 4,532 - 4,532
Other regions 1,297 277 2,107 4,892 8,573 - 8,573
Revenue from contracts
¥ 40,018 ¥ 135473 ¥ 62,768 ¥ 75,194 ¥ 313,453 ¥ 1,627 ¥ 315,080
with customers
Other revenue *2 - 33 - - 33 - 33
Net sales to outside
¥ 40,018 ¥ 135,506 ¥ 62,768 ¥ 75,194 ¥ 313,486 ¥ 1,627 ¥ 315,113
customers
U.S. Dollars (thousands)
Marine
New Busi Logisti Peripheral
FY2025 W Business Propulsion ogistics eriphiera Sub total Others *1 Total
Development Systems Businesses
____________________ Systems
Breakdown by geographical regions
Japan $ 249,787 $ 841,632 § 147342 $ 238,341 $ 1,477,102 § 1,138 $ 1,478,240
Asia 11,240 77,533 215,731 112,928 417,432 - 417,432
Europe 1,958 14,580 293 184,551 201,382 - 201,382
North America 732 1,326 34,507 2,177 38,742 - 38,742
Other regions 9,976 1,282 9,839 52,033 73,130 - 73,130
Revenue from contracts
$ 273,693 $ 936,353 $ 407,712 $ 590,030 $ 2,207,788 $ 1,138 § 2,208,926
with customers
Other revenue *2 - 206 - - 206 - 206
Net sales to outside
$ 273,693 $ 936,559 $ 407,712 $ 590,030 $§ 2,207,994 § 1,138 $ 2,209,132

customers

(note 1) "Others" is the segment which is not included in Reportable Segment and includes Engineering businesses, etc.
(note 2) “Other revenue” is rental income based on “Accounting Standard for Lease Transactions.”
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Changes in Reportable Segment

Effective from the current fiscal year, the Company has changed the classification of its Reportable Segment. Details of information are as described in Note
16 “Segment Information, (c) Changes in Reportable Segment.”

Comparative disaggregation of revenue from contracts with customers for the previous fiscal year has been restated to reflect the changes.

(b) Basic Information to Understand Revenue from Contracts with Customers
Basic information of our performance obligations is as described in Note 1 “Significant Accounting and Reporting Policies, (s) Revenue Recognition.”

(c) Contract Balances
The opening and closing balances of receivables from contracts with customers, contract assets, and contract liabilities were as follows:

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025

 Opening balance of receivables from contracts ¥ 80,134 ¥ 63,650 S 501,213
 Closing balance of receivables from contracts ¥ - 7408 ¥ 8034 s 447,198
" Opening balance of contract assets ¥ w80 ¥y n63 s 173,943
Closing balance of contract assets ¥ 3756 ¥ w80 s 148,586
" Opening balance of contract liabilities ¥ a1ss ¥ 3089 § 276382
" Closing balance of contract liabilities ¥ no12 ¥ aass s 268401

Contract assets are primarily about performance obligations under contracts satisfied over time and revenue has been recognized, but have not yet been billed.
In the Group, it primarily relates to the Group’s rights to unbilled portion of the construction and installation works of the equipment that had been finished as
of the end of reporting period. Contract assets become receivables once the rights to receive consideration become unconditional. This is usually when the
invoices are issued to customers. Consideration for the construction and installation of such equipment is received primarily within three months of the
satisfaction of performance obligations, in accordance with the terms of the contracts.

Contract liabilities primarily relate to the consideration received before transferring goods or construction services to customers as a credit risk management.
Contract liabilities will be reversed and recognized as revenue once the performance obligations are satisfied.

Of revenue recognized for the year ended March 31, 2025, the amount included in the contract liabilities balance as of April 1, 2024, was ¥19,663 million.
The decrease in contract assets of ¥4,823 million in that fiscal year was mainly due to the fact that the decrease due to transfers to receivables from contracts
with customers and the offsetting of contract liabilities exceeded the increase in revenue recognized. Contract liabilities increased by ¥13,379 million mainly
because the increase due to receipt of advances exceeded the decrease due to revenue recognition and the offsetting of contract assets.

In the year ended March 31, 2025, the amount of revenue recognized from the performance obligations satisfied in the prior periods was not significant.

Of revenue recognized for the year ended March 31, 2026, the amount included in the contract liabilities balance as of April 1, 2025, was ¥17,218
million($107,693 thousand). The decrease in contract assets of ¥4,054 million ($25,357 thousand) in that fiscal year was mainly due to the fact that the
decrease due to transfers to receivables from contracts with customers and the offsetting of contract liabilities exceeded the increase in revenue recognized.
Contract liabilities decreased by ¥1,276 million ($7,981 thousand) mainly because the decrease due to revenue recognition and the offsetting of contract assets
exceeded the increase due to receipt of advances.

In the year ended March 31, 2026, the amount of revenue recognized from the performance obligations satisfied in the prior periods was not significant.

(d) Transaction Price Allocated to Remaining Performance Obligations
Aggregate amount of the transaction price allocated to the remaining performance obligations as of March 31, 2026 and 2025, and the expected timing when

revenue will be recognized were as follows:

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
’ Bu;_v;izh_ir_l :)r_u; ;;a_r ___________________ ¥ 225,106 ¥ 230,147 $ 1,407,968
Dueafter one year through two years orest 12953 637672
" Dueafter two years through three years - saro1 5350 342,701
“Dueafter three years 0870 9272 505817
Total ¥ 462,718 ¥ 486,723  § 2,894,158
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16. Segment Information

(a) Overview of Reportable Segment

Reportable Segment is composed of the segment by products and services belonging to the operating companies and subject to be reviewed periodically by
the Board of Directors to decide the allocation of management resources and to evaluate the performance.

The Company organizes headquarters by products and services in Head office. Each headquarter makes strategies of its products and services in both Japan
and abroad comprehensively and develops the operation.

Reportable Segment is classified into 4 segments: New Business Development, Marine Propulsion Systems, Logistics Systems and Peripheral Businesses.
Main products and services of each Reportable Segment are as follows.

New Business Development: Industrial machinery (process compressors, gas turbines, blowers, process equipment), hydraulic model testing equipment,
service solutions (inspection management system for efficiency and digitalization, fouling advanced lifecycle control service, drone inspection system), and
their after-sales services

Marine Propulsion Systems: Marine engines, fuel supply system (gas engineering and auxiliary machineries) for dual fuel engines, and their after-sales

services
Logistics Systems: Container cranes, industrial cranes, container terminal management systems, and their after-sales services

Peripheral Businesses: Gas carriers engineering, stationary power generation plants, systems development/system related equipment, steel structures, hull
blocks, mechanical and electrical equipment maintenance

(b) Calculation Method Used for Sales, Segment Income and Loss, Assets, Liabilities and Other Items for Each Reportable
Segment

The accounting method used for Reportable Segment is the same in material aspects as the method used for “Significant Accounting and Reporting Policies.”
Segment income and loss is based on Operating income (loss) in Consolidated Statements of Operations.

Inter segment sales and transfer are based on the market price.

(c) Changes in Reportable Segment

(Changes in Classification of Reportable Segment)

In the previous consolidated fiscal year, MODEC, INC. and its related companies, which constituted "Ocean Development," were excluded from the scope of
application of the equity method due to a partial sale of MODEC, INC. shares. As a result, effective from the current fiscal year, the Group has changed the
classification of its reportable segment to 4 segments: "New Business Development," "Marine Propulsion Systems," "Logistics Systems," and "Peripheral
Businesses."

Comparative segment information for the previous fiscal year has been presented based on the reportable segments after the changes.
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(d) Information about Sales, Segment Income and Loss, Assets, Liabilities and Other Items for Each Reportable Segment

Reportable Segment information for the years ended March 31, 2026 and 2025 were as follows:
Japanese Yen (millions)

3 Marine - .
FY2025 New Business Propulsion Logistics Pen»pheral Sub total Others Total Adjustments Consolidated
Development Systems Businesses
________________ Systems
Net Sales:
Outside customers ¥ 43,758 ¥ 149,737 ¥ 65,185 ¥ 94334 ¥ 353,014 ¥ 182 ¥ 353,196 ¥ - ¥ 353,196
Inter segment 1,234 1,296 68 13,746 16,344 - 16,344 (16,344) -
Total ¥ 44992 ¥ 151,033 ¥ 65253 ¥ 108,080 ¥ 369,358 ¥ 182 ¥ 369,540 ¥ (16,344) ¥ 353,196
Segment income
(loss) 8773 ¥ 14474 ¥ 13939 ¥ 826 ¥ 38,012 ¥ (370) ¥ 37,642 ¥ - ¥ 37,642
0ss
Segment assets ¥ 33,764 ¥ 148,205 ¥ 57,604 ¥ 82,170 ¥ 321,743 ¥ 48944 ¥ 370,687 ¥ 123,867 ¥ 494,554
Depreciation and
. 678 3,516 1,611 1,724 7,529 171 7,700 379 8,079
amortization
Amortization of
. - - - 1,133 1,133 - 1,133 - 1,133
goodwill
Year-end balance of
. - - - 6,196 6,196 - 6,196 - 6,196
goodwill
Share of profit of
entities accounted for - 4,304 684 1,880 6,868 648 7,516 - 7,516
using equity method
Loss on impairment
- - - 223 223 1 224 272 496

of non-current assets
CInereasein property, T e
plant and equipment 248 3,831 3,313 1,421 8,813 94 8,907 349 9,256
and intangible assets
(note 1) “Others” is the segment which is not included in Reportable Segment and includes Engineering businesses, etc.
(note 2) Adjustments are as follows:
(1) Adjustments of ¥123,867 million recorded for assets primarily include surplus funds (cash and time deposits), long-term investment (investment
securities) and assets related to the administration divisions of the Company of ¥125,081 million that are not allocated to any reportable segment.
(2) Adjustments of ¥379 million recorded for depreciation and amortization are depreciation for property, plant and equipment and amortization for
intangible assets related to the administration divisions.
(3) Adjustments of ¥272 million recorded for loss on impairment of non-current assets are the impairment loss for Corporate.
(4) Adjustments of ¥349 million recorded for increase in property, plant and equipment and intangible assets are increase in assets related to the
administration divisions.

(note 3) Segment income (loss) is consistent with operating income shown on Consolidated Statements of Operations.



Japanese Yen (millions)

. Marine . .
FY2024 New Business Propulsion Logistics Pen.pheral Sub total Others Total Adjustments Consolidated
Development Systems Businesses
________________ Systems
Net Sales:
Outside customers ¥ 40,018 ¥ 135506 ¥ 62,768 ¥ 75,194 ¥ 313,486 ¥ 1,627 ¥ 315,113 ¥ - ¥ 315,113
Inter segment 1,374 1,005 40 13,740 16,159 - 16,159 (16,159) -
Total ¥ 41,392 ¥ 136,511 ¥ 62,808 ¥ 88934 ¥ 329,645 ¥ 1,627 ¥ 331,272 ¥ (16,159) ¥ 315,113
Segment income
(loss) ¥ 6,832 ¥ 7,476 ¥ 5955 ¥ (1,615 ¥ 18,648 ¥ 4,482 ¥ 23,130 ¥ - ¥ 23,130
0ss
Segment assets ¥ 35343 ¥ 137,175 ¥ 64,737 ¥ 80,362 ¥ 317,617 ¥ 52,603 ¥ 370,220 ¥ 78,993 ¥ 449213
Depreciation and
L 695 3,272 1,493 1,603 7,063 206 7,269 348 7,617
amortization
Amortization of
. - - - 1,002 1,002 - 1,002 - 1,002
goodwill
Year-end balance of
. - - - 6,477 6,477 - 6,477 - 6,477
goodwill
Share of profit of
entities accounted for - 1,375 385 874 2,634 1,519 4,153 3,757 7,910
using equity method
Loss on impairment
41 - - - 41 1,473 1,514 10 1,524

of non-current assets
CImereasein property, T I e e
plant and equipment 615 6,049 2,132 1,158 9,954 58 10,012 427 10,439
and intangible assets
(note 1) “Others” is the segment which is not included in Reportable Segment and includes Engineering businesses, etc.
(note 2) Adjustments are as follows:
(1) Adjustments of ¥78,993 million recorded for assets primarily include surplus funds (cash and time deposits), long-term investment (investment
securities) and assets related to the administration divisions of the Company of ¥80,054 million that are not allocated to any Reportable Segment.
(2) Adjustments of ¥348 million recorded for depreciation and amortization are depreciation for property, plant and equipment and amortization for
intangible assets related to the administration divisions.
(3) Adjustments of ¥3,757 million recorded for share of profit of entities accounted for using equity method are from MODEC, INC. and itsrelated
companies, which constituted "Ocean Development" until June 2024.
(4) Adjustments of ¥10 million recorded for loss on impairment of non-current assets are the impairment loss for Corporate.
(5) Adjustments of ¥427 million recorded for increase in property, plant and equipment and intangible assets are increase in assets related to the
administration divisions.

(note 3) Segment income (loss) is consistent with operating income shown on Consolidated Statements of Operations.
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U.S. Dollars (thousands)

Marine
New Busi Logisti Peripheral
FY2025 W Business Propulsion OpIsties en.p era Sub total Others Total Adjustments Consolidated
Development Syst Systems Businesses
ystems

§ 273,693 $ 936,559 $ 407,712 $§ 590,030 $ 2,207,994

Inter segment 7,718 8,106 426 85,977 102,227 - 102,227 (102,227) -
Total $ 281,411 § 944,665 $ 408,138 § 676,007 $ 2,310,221 $ 1,138 $2311,359 $ (102,227) $2,209,132
Segment income
(loss) $ 54872 $ 90,531 $§ 87,184 $ 5,166 $ 237,753 § (2,314) $ 235439 § - $ 235439

oss
Segment assets $ 211,183 $ 926,977 $ 360,295 $ 513,948 $2,012,403 §$ 306,130 $ 2,318,533 § 774,749 $3,093,282
Depreciation and

. 4,241 21,991 10,076 10,783 47,091 1,070 48,161 2,371 50,532
amortization
Amortization of

. - - - 7,087 7,087 - 7,087 - 7,087
goodwill
Year-end balance of

- - - 38,754 38,754 - 38,754 - 38,754

goodwill

“Shareofprofitof T T e e
entities accounted for - 26,920 4,278 11,759 42,957 4,053 47,010 - 47,010
using equity method

“Lossonimpairment T T e T
of non-current assets

CInerease inproperty, T e e
plant and equipment 1,551 23,962 20,722 8,888 55,123 588 55,711 2,183 57,894
and intangible assets

(note 1) “Others” is the segment which is not included in Reportable Segment and includes Engineering businesses, etc.

(note 2) Adjustments are as follows:

(1) Adjustments of $774,749 thousand recorded for assets primarily include surplus funds (cash and time deposits), long-term investment (investment
securities) and assets related to the administration divisions of the Company of $782,343 thousand that are not allocated to any reportable
segment.

(2) Adjustments of $2,371 thousand recorded for depreciation and amortization are depreciation for property, plant and equipment and amortization
for intangible assets related to the administration divisions.

(3) Adjustments of $1,701 thousand recorded for loss on impairment of non-current assets are the impairment loss for Corporate.

(4) Adjustments of $2,183 thousand recorded for increase in property, plant and equipment and intangible assets are increase in assets related to the
administration divisions.

(note 3) Segment income (loss) is consistent with operating income shown on Consolidated Statements of Operations.
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[Related information]

(d) Information by Products and Services

Information by products and services is the same as Reportable Segment and the description is omitted.

(e) Information by Geographical Area

1) Sales

FY2025

Japanese Yen (millions)

Europe North America Others Total

32,197 ¥ 6,194 ¥ 11,692 ¥ 353,196

Japanese Yen (millions)

Japan Asia

Europe North America Others Total

220,926 ¥ 56,445 ¥

315,113

U.S. Dollars (thousands)

Japan Asia

Europe North America Others Total

1,478,446  $ 417,432 $

201,382 38,742 S 73,130 $ 2,209,132

*Sales amount is based on the place of customer and classified by country or geographical area.

2) Property, plant and equipment

FY2025

Japanese Yen (millions)

Japan Others Total
106,259 ¥ 1,988 ¥ 108,247
Japanese Yen (millions)
Japan Others Total
115454 ¥ 696 ¥ 116,150
U.S. Dollars (thousands)
Japan Others Total
664,617 $ 12,435  $ 677,052

(f) Information by Major Customer

Information by major customer for the fiscal years ended March 31, 2026 and 2025 is not described because there is no customer with the sales amount

exceeding 10% of the sales amount in Consolidated Statements of Operations.

[Information about gain on bargain purchase for each Reportable Segment]

FY2025
Not applicable.

FY2024
Not applicable.
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17. Related Party Transactions

(a) Related Party Transactions
Transactions between the Company and related parties for the fiscal years ended March 31, 2026 and 2025 were as follows:

FY2025:
Not applicable

FY2024:

Category Affiliate of the Company

(note 1) Policies for determining terms and conditions are as follows:
The affiliates’s stocks refer to the shares of SOFEC, INC. The transfer price is determined by considering a stock valuation report from an
independent third party, and the payment terms are a lump-sum cash payment.

(note 2) In the fiscal year under review, the Company sold all of its shares in SOFEC, INC. and a portion of its shares in MODEC, INC., the parent company
of SOFEC, INC. As a result, SOFEC, INC. no longer qualifies as a related party. Therefore, the transaction amount reflects the period during which
the party was related. In addition, the ownership ratio of voting rights is stated as of before the aforementioned sale of shares.

Transactions between the Subsidiaries and related parties for the fiscal years ended March 31, 2026 and 2025 were as follows:
FY2025:
Not applicable

FY2024:
Not applicable

(b) Condensed financial information on important affiliates
In the fiscal year ended March 31, 2026, an important affiliate was CSSC-MES Diesel Co., Ltd., and its condensed financial information is as follows.

Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025

Total current assets ¥ 178,510 137,448 $ 1,116,525
" Total non-current assets 29878 oga9 186,878
" Total current liabilities ¢ 04962 85333 593,958
" Total long-term liabiliies 66,846 aggs 418,101
Towlnetasets A6 306 29134
T Netsales ¥ T 133043 9980 § 832,143
"Profitbefore income taxes 18903 sgss 18232
Tprofit T 1701s s3] 106,424
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18. Per Share Data

Diluted earnings per share

Japanese Yen U.S. Dollars

FY2025 FY2024 FY2025
¥ 2,270.25 ¥ 1,682.97 $ 14.200
""""""" 81538539 2384
""""""" 38106 38525 2383

(note 1) Basis for calculating earnings per share and diluted earnings per share is as follows:

Japanese Yen (millions)

U.S. Dollars (thousands)

FY2025 FY2024 FY2025
Earnings per share
Profit attributable to owners of parent ¥ 38,457 ¥ 39,075 $ 240,537
Profit not attributable to common shareholders - 194 -
[Of which, amount of difference on canceling
[-] [194] [-1
preferred shares]
Profit attributable to owners of parent related to
38,457 38,881 240,537
common stock
Average number of common stock
100,897 100,886
(Thousands of shares)
Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
Diluted earnings per share
Adjustments to profit attributable to owners of parent ¥ - ¥ - $ -
Increase in the number of shares of common stock 25 -
(Thousands of shares)
[Of which, subscription rights to shares
[25] [38]
(Thousands of shares)]
Outline of dilutive shares not included in calculation of
diluted earnings per share due to the absence of dilutive - -
effects
(note 2) Basis for calculating net assets per share is as follows:
Japanese Yen (millions) U.S. Dollars (thousands)
FY2025 FY2024 FY2025
Total net assets ¥ 233,820 ¥ 174,155 $ 1,462,472
Amount deducted from total net assets 4,745 4,362 29,679
[Of which, subscription rights to shares] [31] [59] [194]
[Of which, non-controlling interests] [4,715] [4,303] [29,491]
Net assets related to common stock at the end of the period 229,074 169,793 1,432,787
Number of shares of common stock at the end of the period
100,903 100,888

used to calculate net assets per share (Thousands of shares)
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19. Borrowings and Indebtedness

Borrowings and Indebtedness as of March 31, 2026 and 2025 were summarized below:

Japanese Yen (millions) [(th(;u[s);r?;sr)s

Average

. Due dates FY2025 FY2024 FY2025

Interest rate

1.48% - ¥ 306,730

___________________________________ 1_,8202)“" Tmmmmmmmmmos mmssmmooseToses eooooooeRioo coooooooSoolioo
""""""""""""""""" 164% 2027102042 3
""""""""""""""""""" - 207102035 3781 5343 23649
" Other interest-bearing liabilities - ST S T e

¥ 98,552 ¥ 105,244 $ 616,412

(note 1) The average interest rates applicable to borrowings, etc. are computed as the weighted average interest rate, based on interest rates and ending
balances.
The average interest rate applicable to lease obligations is omitted, as lease obligations are recorded on the consolidated balance sheet primarily at an

amount before deducting the portion of lease payments equivalent to interest which is included in the total amount of the lease payments.

(note 2) The scheduled amounts of repayment of long-term borrowings and lease obligations (excluding current portion) for the five-year period after the

consolidated closing date were as follows:

Japanese Yen (millions)

Over one year but Over two years but Over three years but Over four years but

within two years within three years within four years within five years
Long-term borrowings ¥ 9,986 ¥ 11,536 ¥ 4,941 8,630
Lease obligations ¥ 1,340 ¥ 1,223 ¥ 611 315

U.S. Dollars (thousands)

Over one year but Over two years but Over three years but Over four years but

within two years within three years within four years within five years
Long-term borrowings $ 62,459 $ 72,154 $ 30,905 $ 53,978
Lease obligations $ 8,381 $ 7,650 $ 3,822 $ 1,970

Not applicable.
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KPMG'

Independent auditor’s report

To the Board of Directors of MITSUI E&S Co., Ltd.:

Report on the Audit of the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of MITSUI E&S Co., Ltd. (“the Company”)
and its consolidated subsidiaries (collectively referred to as “the Group”), which comprise the consolidated
balance sheets as at March 31, 2026 and 2025, the consolidated statements of operations and comprehensive
income, changes in net assets and cash flows for the years then ended, and notes, comprising a summary of
significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at March 31, 2026 and 2025, and its consolidated financial
performance and its consolidated cash flows for the years then ended in accordance with accounting principles
generally accepted in Japan.

Basis for Opinion

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

Key Audit Matters

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

Assessment of the reasonableness of the estimated future cash flows used in the impairment

testing on goodwill at MES Germany Beteiligungs GmbH

How the matter was addressed

The key audit matter
y in our audit

As described in the note 1. “Significant Accounting and | In order to assess the reasonableness of the estimated

Reporting Policies, (u)Significant Accounting future cash flows related to the measurement of the
Estimates, 1) Valuation of goodwill” to the recoverable amount used in the impairment testing on
consolidated financial statements, MITSUI E&S Co., | the CGU that included goodwill allocated to the ship
Ltd. and its consolidated subsidiaries (hereinafter, engineering business operated by MES Germany, we
referred to as "the Group") recognized goodwill of engaged the auditors of MES Germany and mainly
¥6,196 million in the consolidated statement of conducted the following audit procedures, through
financial position, which represents goodwill of ¥6,196 | providing the direction and supervision to the auditors,
million allocated to the ship engineering business and reviewing the content of their work.

which arose when
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MES Germany Beteiligungs GmbH (hereinafter,
referred to as “MES Germany”), a consolidated
subsidiary of the Group located in Germany, acquired
control of TGE Marine AG.

MES Germany prepares its financial statements in
accordance with International Financial Reporting
Standards (IFRS) and performs an impairment test on a
cash-generating unit (CGU) or a group of CGUs to
which goodwill is allocated at least annually, in
addition to when there is an impairment indicator.
When the recoverable amount of a CGU is less than the
carrying amount, the carrying amount is reduced to the
recoverable amount and the resulting decrease in the
carrying amount is recognized as an impairment loss.
The recoverable amount is the higher of either the
value in use or fair value less cost of disposal.

In the current fiscal year, MES Germany used the value
in use as the recoverable amount in the impairment
testing. The future cash flows used to measure the
value in use were estimated based on the mid-term
business plan of the ship engineering business prepared
by management of MES Germany (hereinafter, referred
to as “the mid-term business plan”). Key assumptions
underlying the mid-term business plan, such as the
prospects for future growth rate of the gas-carrier
market in which its ship engineering business operates
as well as mid-term sales forecasts, involved
management judgment. Accordingly, management’s
judgment thereon had a significant effect on the
estimated future cash flows. We, therefore, determined
that our assessment of the reasonableness of the
estimated future cash flows related to the measurement
of the recoverable amount used in the impairment
testing on the CGU that included goodwill allocated to
the ship engineering business operated by MES
Germany was the most significant matter in our audit
of the consolidated financial statements for the current
fiscal year, and accordingly, a key audit matter.

(1) Internal control testing

We evaluated the design and operating effectiveness of
certain of MES Germany's internal controls relevant to
the measurement of value in use in impairment tests of
CGU, including goodwill, with a focus on controls over
the internal approval process for future cash flows
created based on the mid-term business plan, reflecting
uncertainties as risks.

(2) Assessment of the reasonableness of the
estimated future cash flows

The key assumptions adopted in the preparation of the
mid-term business plan, which is the basis for the
estimation of future cash flows, and the basis as to
those assumptions were inquired of MES Germany's
management. The reasonableness of the mid-term
business plan was evaluated mainly through the
following procedures.

e comparison of the growth rate of the gas-carrier
market with relevant market data published by
external organizations;

e assessment of the mid-term business plan by
comparing it with the latest planned orders and
actual orders;

e performing a sensitivity analysis on the key
assumptions included in the mid-term business plan
prepared by management of MES Germany and
assessing the effect of changes in those assumptions
on the estimates of future cash flows and the
recoverable amount, after considering the results of
the evaluation of the reasonableness of key
assumptions as well as the assessment of the past
business plan including the causes of variances with
actual results;

Other Information

The other information comprises the information included in the Consolidated Financial Statements 2026, but
does not include the consolidated financial statements, the financial statements, and our auditor’s reports thereon.
Management is responsible for the preparation and presentation of the other information. The audit and
supervisory committee are responsible for overseeing the directors’ performance of their duties with regard to the
design, implementation and maintenance of the reporting process for the other information.

Our opinion on the consolidated financial statements does not cover the other information and we do not express

any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially

misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other

information, we are required to report that fact.

We have nothing to report in this regard.
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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 consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, 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 are responsible for overseeing the directors’ performance of their duties with
regard to the design, implementation and maintenance of 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
consolidated financial statements.

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, while the objective of the audit is not to express an opinion on the
effectiveness of the Group’s internal control.

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

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

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

e Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group as a basis for forming an opinion on the
group financial statements. We are responsible for the direction, supervision and review of the audit work
performed for the purpose of the group audit. We remain solely responsible for our audit opinion.
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We communicate with the audit and supervisory committee regarding, among other matters, the planned scope and
timing of the audit, significant audit findings, including any significant deficiencies in internal control that we
identify during our 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 them 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

Fees paid or payable to our firm and to other firms within the same network as our firm for audit and non-audit
services provided to the Company and its subsidiaries for the current year are 207 million yen and 18 million yen,
respectively.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended
March 31, 2026 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(a) to the
consolidated financial statements.

Interest required to be disclosed by the Certified Public Accountants Act of Japan

We do not have any interest in the Group which is required to be disclosed pursuant to the provisions of the
Certified Public Accountants Act of Japan.

Yutaka Matsuki
Designated Engagement Partner

Certified Public Accountant

Fumitaka Otani
Designated Engagement Partner

Certified Public Accountant

KPMG AZSA LLC
Tokyo Office, Japan
June 25, 2026

Notes to the Reader of Independent Auditor’s Report:

This is a copy of the Independent Auditor’s Report and the original copies are kept separately by the Company
and KPMG AZSA LLC.
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