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Current Systems and Operational Procedures for Ensuring Appropriateness of Business
Operations

1. Overview of the Resolution

By reflecting the change in institutional design to “a company with audit and supervisory committee”
approved at the Annual General Meeting of Shareholders on September 25, 2015, the Company made the
following changes to its “Systems for Ensuring Appropriateness of Business Operations (Internal Control
Systems).” Details of the changes are as follows.
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System for ensuring that the performance of duties by Directors and Employees is in
compliance with applicable laws, regulations and the Articles of Incorporation

1) The Board of Directors makes decisions about important matters stipulated in applicable laws,
regulations, and the Articles of Incorporation. In addition, the Board of Directors receives
reports on the directors’ business execution, and monitors and oversees their execution of
business to ensure that they are in compliance with applicable laws, regulations, and the Articles
of Incorporation.

2) The Board of Directors stipulates the Compliance Policy and ensures a thorough understanding
thereof by all Officers and Employees of the Group. The Compliance Office provides and
updates rules and a handbook on compliance, arranges regular training, and ensures a thorough
understanding of the Compliance Policy by all Officers and Employees of the Group.

3) An internal whistle-blowing contact point serving as a venue for direct reporting/consultation
by Officers and Employees, etc. of the Group is set up regarding unlawful behavior or illegal
acts, etc. If the responsible person of the whistle-blowing contact point believes that the case
violates laws, regulations or the Articles of Incorporation, he/she reports it to the Audit and
Supervisory Committee immediately.

4) As an internal audit department, the Company has established the Audit Office, which audits
the overall operations of the Group. The Audit Office conducts audits under internal audit rules
and reports the results to the President and Representative Director, Audit and Supervisory
Committee, etc.

5) To ensure the reliability of financial reporting, the Company develops and operates internal
controls over financial reporting following the Financial Instruments and Exchange Act, etc.

6) The Group shall resolutely resist, on a cross-organizational basis, unlawful demands made by
antisocial forces, and has internal systems in place ensuring that it has no business or other
relations of any kind with such antisocial forces.

System for storage and management of information relating to performance of duties by
Directors

The Company shall ensure appropriate and effective storage and management of information
relating to the performance of duties by Directors based on document management rules and
information security management rules.

Rules and other systems for managing the risk of losses

Regarding events that may cause significant losses to management, the Group establishes and
operates a risk management framework and performs risk management education and guidance
activities for Officers and Employees of the Group under risk management rules. As a rule, the Risk
Management Committee meets once every quarter in order to confirm the status of responses for
every risk category and discuss the Group’s risk management policies. In the event of the
manifestation of risks as provided in the risk management rules, the heads of all departments and
subsidiaries shall promptly report to the officer in charge of risk management and the Risk
Management Committee secretariat. The officer in charge of risk management shall relay the
reported details of the risk event to the Board of Directors and the Audit and Supervisory Committee.

System for ensuring efficient performance of duties by Directors

As arule, the Board of Directors meets once every month and at other times as needed in order to
reach decisions quickly. Business operations are executed properly in accordance with decisions
made by the Board of Directors by clearly defining responsibilities and authority through
organizational rules, rules for division of responsibilities, rules for delegation of authority, and other
rules. The Executive Committee meets twice every month as a rule to assist decision-making by the
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President and Representative Director. This provides a framework for efficient discussions and
decisions concerning important matters involving management.

System for ensuring the appropriateness of business operations in the corporate Group
comprising the Company and its subsidiaries

The Company has subsidiaries and associates management rules for supervising subsidiaries to
make them stronger and perform administrative tasks efficiently. While respecting the autonomy of
these companies, the Company asks for periodic reports on business activities and preliminary
consultations regarding significant matters. Subsidiaries use the Company’s risk management rules
and compliance policy and every company has its administrative framework.

Matters regarding Directors and Employees serving as assistants to the Audit and Supervisory
Committee in the performance of its duties, the independence of such Directors and Employees
from other Directors (excluding Directors serving as Audit and Supervisory Committee
Members), and ensuring the effectiveness of the instructions by the Audit and Supervisory
Committee to such Directors and Employees

One employee is assigned to assist the Audit and Supervisory Committee. This employee’s
independence from executives is ensured by requiring that the opinion of this committee is respected
with regard to personnel and organizational changes and other matters. In addition, this employee
must be given a sufficient amount of time to perform the duties needed to provide this assistance.

Systems for reporting by Directors (excluding Directors serving as Audit and Supervisory
Committee Members) and Employees of the Company and its subsidiaries to the Audit and
Supervisory Committee, other systems for reporting to the Audit and Supervisory Committee,
and systems for ensuring that the persons who made such reports do not receive
disadvantageous treatment on the grounds that they have made such report

1) In cases of incidence or suspected incidence of any event that causes significant harm to the
Group, or on discovery of violation of applicable laws and regulations or unlawful behavior by
Officers and Employees of the Group, or any other event that is deemed reportable to the Audit
and Supervisory Committee, Directors and Employees shall duly report such event to the Audit
and Supervisory Committee. Regardless of the above, the Audit and Supervisory Committee
may at any time request a report from Directors or Employees when necessary.

2) Procedures shall be created for information to be provided to Audit and Supervisory Committee
Members in a timely manner as required, from Directors, Corporate Auditors and Employees
of subsidiaries.

3) The Group prohibits disadvantageous treatment of Officers and Employees of the Group who
have reported to the Audit and Supervisory Committee on the grounds that they have made
such report, and shall ensure thorough understanding thereof among all Officers and Employees
of the Group.

Matters regarding the policies for processing advance payment or reimbursement of expenses
or handling other expenses or debts arising from performance of duties by Audit and
Supervisory Committee Members (limited to those arising from the performance of duties by
Audit and Supervisory Committee)

When demands are made by Audit and Supervisory Committee Members for advance payment,
reimbursement of expenses or other payments arising from performance of their duties, Audit and
Supervisory Committee Members shall have their expenses or debts owing to them processed
promptly, except in cases where such payment is deemed to have been unnecessary for the execution
of duties by Audit and Supervisory Committee Members.

Systems for ensuring the effectiveness of audits by the Audit and Supervisory Committee

Audit and Supervisory Committee Members shall attend the Executive Committee, Internal
Control Committee and other important meetings to fully understand the status of the execution of
business operations. They shall also examine major approval documents (“ringisho”) and other
important documents regarding business execution, and, where necessary, may seek explanations
from Directors or Employees. In addition, they shall regularly exchange information with the Audit
Office and the Accounting Auditor to discuss issues concerning business execution and financial
affairs.



2. Overview of Current Systems and Operational Procedures

An overview of current systems and operational procedures for ensuring appropriateness of business
operations is as follows.
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Current measures for ensuring that the performance of duties by Directors and Employees is
in compliance with applicable laws, regulations and the Articles of Incorporation

The Group arranges ongoing training programs and aims to ensure rigorous compliance with the
applicable laws, regulations and rules, etc., on the part of all Officers and Employees. With regard
to compliance consultation and event-reporting systems, Audit and Supervisory Committee
Members serve as liaison officers, but the Company aims to further strengthen the system by setting
up an event-reporting system enabling access to outside legal offices as well.

Current measures for storage and management of information relating to performance of
duties by Directors

Information relating to performance of duties by Directors is appropriately and effectively stored
and managed by the General Affairs Department based on document management regulations and
information security management rules.

Current rules and other current measures for managing the risk of losses

With regard to management of the risk of losses, a system is set up in accordance with risk
management rules for verification and renewal of risk management systems, including those of
subsidiaries.

Current measures to ensure the efficient performance of duties by Directors

The Board of Directors comprises eight (8) Directors consisting of four (4) Directors (excluding
Directors serving as Audit and Supervisory Committee Members) and four (4) Directors serving as
Audit and Supervisory Committee Members (including three (3) Outside Directors). The Board of
Directors met twelve (12) times during the fiscal year under review, and in addition, one (1) written
resolution was made that the resolution is deemed to have been made by the Board of Directors
meeting, in accordance with Article 370 of the Companies Act and Article 28 of the Articles of
Incorporation to deliberate agenda items and supervise current execution of business operations, etc.
The Company believes that effective decision-making and supervision are thereby ensured,
supported by lively exchanges of opinion.

Current measures for ensuring the appropriateness of business operations in the corporate
Group comprising the Company and its subsidiaries

The Group aims to ensure rigorous compliance on the part of all Officers and Employees with
applicable laws, regulations and rules, etc. by providing timely briefings on the details of
amendments to applicable laws and regulations and arranging training programs at each business
unit on an ongoing basis. With regard to compliance consultation and event-reporting systems, Audit
and Supervisory Committee Members serve as liaison officers, but the Company aims to further
strengthen the system by setting up an event-reporting system enabling access to outside legal offices
as well.

Additionally, ample prior discussion takes place regarding matters such as intra-Group transactions,
decisions regarding individual subsidiaries on significant issues, irregular transactions and major
new transactions; and decisions are taken appropriately, based on the Group’s decision-making
criteria.

Matters regarding Directors and Employees serving as assistants to the Audit and Supervisory
Committee in the performance of its duties, the independence of such Directors and Employees
from other Directors (excluding Directors serving as Audit and Supervisory Committee
Members), and current measures to ensure the effectiveness of the instructions by the Audit
and Supervisory Committee to such Directors and Employees

One employee has been assigned to assist the performance of the duties of the Audit and
Supervisory Committee; any related personnel and organizational changes were primarily based on
the opinions of the Audit and Supervisory Committee. Furthermore, due consideration has been
given to secure sufficient time for such Employee to engage in the assistant duties.

Systems for reporting by Directors (excluding Directors serving as Audit and Supervisory
Committee Members) and Employees of the Company and its subsidiaries to the Audit and
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Supervisory Committee, other systems for reporting to the Audit and Supervisory Committee,
and current measures to ensure that the persons who made such reports do not receive
disadvantageous treatment on the grounds that they have made such report

An internal whistle blowing system with Audit and Supervisory Committee Members acting as
contact point is in place to report on incidence or suspected incidence of any event that violates
applicable laws and regulations, internal regulations and rules, as well as corporate credo and other
standards of corporate conduct as they are discovered within the Group. Also, the Company
stipulates in its internal whistle blowing system regulations that it prohibits disadvantageous
treatment of the persons who have reported to the Audit and Supervisory Committee on the grounds
that they have made such report.

Current measures for the policies for processing advance payment or reimbursement of
expenses or handling other expenses or debts arising from performance of duties by Audit and
Supervisory Committee Members (limited to those arising from the performance of duties by
the Audit and Supervisory Committee)

When demands are made by Audit and Supervisory Committee Members for reimbursement of
expenses or other payments arising from performance of their duties, Audit and Supervisory
Committee Members have their expenses or debts owing to them processed promptly.

Current measures for ensuring the effectiveness of audits by the Audit and Supervisory
Committee

Audit and Supervisory Committee Members receive reports on business by Directors at the Board
of Directors Meetings as they supervise the process and detail regarding the decisions made.

Audit and Supervisory Committee Members receive report on audits made by the Audit Office for
close cooperation with the Audit Office to establish a system whereby effective audits are conducted.
In addition, Audit and Supervisory Committee Members exchange opinions with Representative
Director and the Accounting Auditor as needed.



Consolidated Statements of Changes in Net Assets

(July 1, 2025 to June 30, 2026)

(Million yen)
Shareholders’ equity
Share capital Capital surplus Retained earnings Treasury shares Total shareholders’ equity
Balance at beginning of 5,000 29,441 80,472 (12,201) 102,712
period
Changes during period
Dividends of surplus (9,857) (9,857)
Profit attributable to 15.439 15.439
owners of parent
Purchase of treasury
shares (5,000) (5,000)
Net changes in items
other than
shareholders’ equity
Total changes during period - - 5,581 (5,000) 580
Balance at end of period 5,000 29,441 86,053 (17,202) 103,292
Accumulated other comprehensive income
Valuation . Total NO“‘_ Total net
difference on | Revaluation Foreign Remeasure- | - ulated controlling
. currency ments of : assets
available-for- | reserve for X other Interests
translation defined
sale land . comprehen-
.. adjustment benefit plans L
securities sive income
Balance at beginning of 3,589 (1,496) 128 166 2,389 1,291 106,392
period
Changes during period
Dividends of surplus (9,857)
Profit attributable to 15.439
owners of parent
Purchase of treasury (5,000)
shares
Net changes in items
other than 937 - 128 175 1,240 162 1,403
shareholders’ equity
Total changes during 937 - 128 175 1,240 162 1,983
period
Balance at end of period 4,526 (1,496) 256 341 3,629 1,454 108,376




Notes on Consolidated Financial Statements

(Important Matters that Form the Basis for Preparing Consolidated Financial Statements)

1. Scope of consolidation
(1) Number of consolidated subsidiaries

(2) Principal consolidated subsidiaries

2. Application of the equity method

(1) Number of affiliates accounted for by the
equity method

Company name

(2) Name of affiliate not accounted for by
the equity method

Reasons for not applying the equity
method

(3) Procedures for the application of the
equity method requiring special mention

3. Closing dates of consolidated subsidiaries

17 companies
SHO-BOND CORPORATION
SHO-BOND MATERIAL CO., LTD.

2 companies

CPAC SB&M Lifetime Solution Co., Ltd.
Structural Technologies, LLC
Trusstech Co., Ltd.

The affiliate (one company) to which the equity method is
not applied is excluded from the scope of application, since
the impact of its exclusion on the consolidated financial
statements in terms of profit/loss (amount corresponding to
equity) and retained earnings (amount corresponding to
equity), etc. is minimal and its overall importance is also
insignificant.

Among the entities accounted for using the equity method,
two companies have closing dates that are different from
the balance sheet date for consolidation. For one of those
companies, the financial statements used were prepared
based on the provisional accounting conducted as of the
balance sheet date for consolidation, and for the other
company, the financial statements used were prepared
based on the provisional accounting conducted as of March
31.

For significant transactions that occurred between these
provisional closing dates and the balance sheet date for
consolidation, the adjustments necessary for consolidation
are made.

Among the consolidated subsidiaries, the closing date of the
foreign subsidiary SHO-BOND & MIT USA, INC. is
September 30. However, the consolidated financial
statements were prepared using the financial statements that
were prepared based on the provisional accounting
conducted as of March 31. Excluding this one foreign
subsidiary, the closing dates of the consolidated subsidiaries
are the same as the balance sheet date of the Company for
consolidation.

For significant transactions that occurred between these
provisional closing dates and the balance sheet date for
consolidation, the adjustments necessary for consolidation
are made.



4. Accounting policies

(1) Valuation standards and methods for important assets

1) Securities
Available-for-sale securities

Available-for-sale securities
other than shares for which
market prices are not available,
etc.

Shares for which market prices
are not available, etc.

2) Inventories

Costs on construction contracts in
progress

Other inventories

Stated at fair market value (Unrealized gains and losses are
reported as a separate component of net assets, and cost of
sales is computed by the moving-average method.)

Stated at cost using the moving-average method

Inventories held for normal sales purpose

Stated at cost using the specific identification method

Stated at cost using the weighted-average method
(Calculated using the inventory write-down method based
on decreased profitability)

(2) Depreciation and amortization methods for important depreciable assets

1) Property, plant and equipment
(excluding leased assets)

2) Intangible assets
(excluding leased assets)

3) Leased assets

They are depreciated under the declining-balance method.
However, buildings (excluding auxiliary buildings)
acquired on or after April 1, 1998 are depreciated under the
straight-line method. Auxiliary buildings and structures
acquired on or after April 1, 2016 are depreciated under the
straight-line method.

They are depreciated under the straight-line method.
However, software for internal use is depreciated under the
straight-line method based on their estimated useful lives
(mainly 5 years).

Finance lease transactions other than those that the
ownership of the leased property transfers to the lessee are
calculated by the straight-line method by considering the
lease period to be the useful life and the residual value to be
Zero.

(3) Accounting standards for significant reserves

1) Allowance for doubtful accounts

2) Provision for bonuses for directors
(and other officers)

3) Provision for warranties for
completed construction

To prepare for potential credit losses, estimated
uncollectible amount is provided for in accordance with the
historical bad debt ratio in the case of general receivables
and provided against estimated future losses on collection
based on the detailed credit analysis in the case of doubtful
accounts and other specific receivables.

To prepare for payment of bonuses to directors, provision
for bonuses for directors (and other officers) is provided for
based on the payments expected.

To prepare for possible expenses arising from guarantees
for defects relating to completed construction, aside from
the estimated amount of compensation based on historical
costs, the estimated amount of future compensation is also
provided for specified individual constructions of which
losses are reasonably estimable.



4) Provision for loss on construction To prepare for future losses on construction contracts,
contracts provision for loss on construction contracts is provided for
based on estimated losses on construction projects which

were not completed at the end of the fiscal year under

review.
5) Provision for retirement benefits for To prepare for the payment of retirement benefits to
directors (and other officers) directors, some consolidated subsidiaries provide for the

amount of payment at the end of the fiscal year under
review pursuant to the “Internal Rules of Directors’
Retirement Benefits.”

(4) Accounting standards for significant income and expenses
Accounting standards for amount and cost of completed construction

The Group is principally engaged in the repairing and reinforcement of structures, and has a performance
obligation to conduct the repairing and reinforcement of structures managed by customers and deliver the
deliverables to customers based on construction contracts with customers. If control of goods or services
is transferred to a customer over a certain period of time under these contracts, the Group uses the method
where revenue is recognized over time as performance obligations to transfer goods or services are
satisfied. Measurement of the degree of progress toward satisfaction of performance obligations is based
on the percentage of construction costs incurred by the end of each reporting period to the total expected
construction costs. As for other construction contracts, revenue is recognized at the time when performance
obligations are satisfied completely.

(5) Other significant matters on presenting Consolidated Financial Statements
1) Accounting for retirement benefits

1. Periodic allocation of projected In calculating projected benefit obligations, the Company
retirement benefits attributes estimated retirement benefits to the periods up to
the end of the fiscal year under review using the benefit

formula basis.

2.  Method of amortizing actuarial Actuarial differences are accounted for as expenses over a
differences certain number of years within the average remaining years
of service of the relevant employees (5 years) using the
straight-line method, commencing with the fiscal year in
which they were incurred.

2) Amortization method and amortization period for goodwill

Goodwill and goodwill equivalent are amortized using the straight-line method over the period in
which their effects will be realized within 20 years.

(Notes to Accounting Estimates)
Estimates in the method where performance obligations are satisfied and revenue is recognized over time

(1) Amount recorded in the consolidated financial statements for the fiscal year under review
Amount of completed construction in the method where revenue is recognized over time
¥79,469 million

(2) Information on details of significant accounting estimates concerning identified items

The amount of completed construction in the method where revenue is recognized over time is recorded
in an amount calculated by multiplying the total amount of revenue from a construction by the degree of
progress. Estimates of the degree of progress are based on the percentage of construction costs incurred by
the period-end to the total expected construction costs.

When performing an estimate of the total amount of revenue from a construction, the Group uses a
provision for the amount of consideration that was effectively agreed upon between parties in the
construction contract. However, if a portion or all of that amount is linked to future uncertain events, the
Group performs the estimate based on the execution budget for that construction.



When performing an estimate for the total amount of construction costs, the Group performs an estimate
by creating an execution budget for the construction contract and carries out a revision of the estimate by
comparing the estimate and the actual costs on a timely and appropriate basis.

If it is necessary to revise the relevant estimates or assumptions due to future uncertain changes in
economic conditions, etc., such revision may have material effect on the amount and cost of completed
construction in the consolidated financial statements in the following fiscal year or subsequent fiscal years.

(Notes to Consolidated Balance Sheets)

1. The amounts of receivables and contract assets created from contracts with our customers are as follows.
(Million yen)
As of June 30, 2026
Notes receivable 70
Accounts receivable from completed construction contracts 6,462
Contract assets 50,118
Accounts receivable - trade 1,181
Electronically recorded monetary claims - operating 1,655
2. The amount of contract liabilities is as follows.
(Million yen)
As of June 30, 2026
Advances received on construction contracts in progress 3,680
3. Accumulated depreciation of property, plant and equipment
¥9,987 million
4. Revaluation of land

SHO-BOND CORPORATION, the Company’s subsidiary, revalued land used for business operations
pursuant to the Act on Revaluation of Land (Act No. 34, March 31, 1998) and the Act for Partial Revision
of the Act on Revaluation of Land (revised on March 31, 1999), and recorded the amount of tax associated
with the revaluation difference as “deferred tax assets on revaluation on land” under assets and the amount
of revaluation difference less the amount of such tax assets as “revaluation reserve for land” under net
assets.

+ Method of revaluation

The land value, which is the basis of calculation of land value tax amounts pursuant to Article 16 of
the Land Value Tax Act (Act No. 69 of 1991), has been computed by a method determined and announced
by the Commissioner of the National Tax Agency of Japan and adjusted reasonably pursuant to Article 2,
item (iv) of the Order for Enforcement of the Act on Revaluation of Land (Cabinet Order No. 119, March
31, 1998).

+ Date of revaluation June 30, 2000
+ Difference between the fair value of the revalued land as of
fiscal year-end and the carrying amounts after the ¥(429) million
revaluation
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(Notes to Consolidated Statements of Changes in Net Assets)

1. Total number of issued shares

Number of shares at
the beginning of the Number of shares at
Class of shares Increase Decrease the end of the fiscal
fiscal year under .
. year under review
review
Common shares 54,745,180 164,235,540 - 218,980,720

(Notes) 1. As of January 1, 2026, the Company conducted a 4-for-1 stock split of its common shares.
2. Outline of causes of change

Increase due to stock split 164,235,540 shares

2. Number of treasury shares

Number of shares at
the beginnine of the Number of shares at
Class of shares g g Increase Decrease the end of the fiscal
fiscal year under .
. year under review
review
Common shares 3,676,482 14,771,598 - 18,448,080

(Notes) 1. As of January 1, 2026, the Company conducted a 4-for-1 stock split of its common shares.
2. Outline of causes of change

Increase due to stock split 11,029,446 shares

Increase due to purchase of treasury shares based on a resolution by the 3,741,300 shares
Board of Directors
Increase due to the purchase of shares constituting less than one unit 852 shares
3. Dividend distribution during the fiscal year under review
(1) Cash dividends paid
Total cash Dividend per
Resolution Class of shares dividends share Record date Effective date
(Million yen) (Yen)
September 26, 2025
Annual General Common September 29,
Meeting of shares 5,694 111.50 June 30, 2025 2025
Shareholders
February 10, 2026
Board of Directors Common 4,163 82.00 December 31, | \preh 10, 2026
. shares 2025
meeting

(Note) As of January 1, 2026, the Company conducted a 4-for-1 stock split of its common shares. “Dividend
per share” represents the amount before the stock split.

(2) Dividends for which the record date falls in the fiscal year under review, but the effective date falls in
the following fiscal year

Total cash Dividend per
Resolution Class of d1V1F1§nds Dividend share Record date Effective date
shares (Million resource
(Yen)
yen)

September 25, 2026
Annual General Common Retained September 28,
Meeting of shares 3,063 earnings 2525 June 30, 2026 2026
Shareholders
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(Notes to Financial Instruments)
1. Status of financial instruments

(1) Policy for the handling of financial instruments
The Group invests its funds in bank deposits, highly-rated bonds and other low-risk financial assets, while
conducting financing activities, both in terms of short-term operating capital and capital expenditures,
through the allocation of its own funds, with any shortfalls covered by bank loans.

(2) Details of financial instruments and associated risks

Notes receivable, accounts receivable from completed construction contracts and other, which are
operating receivables, are exposed to the credit risks of clients.

Securities mainly comprise debt securities, etc., while investment securities mainly comprise stocks and
debt securities of entities with which the Company has business relationships. Both are exposed to the risk
of market price fluctuations.

Accounts payable for construction contracts and other, which are operating payables, generally are due
within one month. Income taxes payable, which are unpaid portions of corporation taxes, inhabitant taxes
(prefectural inhabitant taxes and municipal inhabitant taxes) and enterprise taxes, generally are due within
two months. Both are exposed to liquidity risks associated with financing activities.

(3) Risk management system for financial instruments
The Accounting Department of SHO-BOND CORPORATION, the Company’s consolidated subsidiary,
oversees the management of risks associated with financial instruments for the Group. The risk management
system for each type of risk is as follows.

(i) Management of credit risk (Risks related to default of clients, etc.)

The Group, in accordance with group-wide Receivables Management Rules, manages due dates and
outstanding balances of operating receivables by client and monitors the status of clients on a regular
basis. Overdue receivables and receivables whose collection has become doubtful due to deterioration
in the client’s financial condition are reported regularly and measures are taken to reduce risks on an
individual basis.

(i1) Management of risks associated with the fluctuation of market prices (Risks associated with
fluctuations in stock and debt security prices)

In terms of stocks, the Group takes into account the business benefits of holding stocks of the client
as well as the client’s financial condition and potential in purchasing such stocks, and works to regularly
monitor the fair prices of the stocks and the financial condition of the issuer as well as deliberate the
legitimacy of holding such stocks.

Available-for-sale securities and investment securities are positioned as temporary investment of
surplus funds, and investment criteria have been established, under which funds are invested only in
investment-grade debt securities, etc. Such investment criteria take into account the market
environment and are reviewed on a regular basis. The Group also deliberates the legitimacy of holding
such debt securities, in addition to regularly monitoring the fair prices of the bonds and the financial
condition of the issuer.

(iii)) Management of liquidity risk associated with financing activities (Risks whereby the Group may fail
to execute payment on the due dates)
The Group manages liquidity risk by formulating funding plans in a timely manner.
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2. Fair values, etc. of financial instrument
The amounts of financial instruments recorded in the consolidated balance sheets, their fair values and the

differences between these values as of June 30, 2026 are as follows.

(Million yen
Amount in
consolidated Fair value Difference
balance sheets
(1) Notes receivable, accounts receivable from
completed construction contracts and other 57,833 57,823 ©)
(2) Securities and investment securities
Available-for-sale securities 8,704 8,704 —
Total assets 66,537 66,528 9)

(Notes) 1. Information is omitted as the fair values of cash and deposits approximate their carrying amounts

due to their being cash and their short-term maturities.

2. Information is omitted as the fair values of electronically recorded monetary claims - operating,

securities, accounts payable for construction contracts and other, and income taxes payable

approximate their carrying amounts due to their short-term maturities.
3. Shares for which market prices are not available, etc. are not included in “(2) Securities and
investment securities.” The amount of these financial instruments in consolidated balance sheets

is as follows.

(Mil

lion yen)

Category

Amount in consolidated balance sheets

Shares of unlisted companies, etc.

2,759

3. Breakdown of fair values of financial instruments by level, etc.
Fair values of financial instruments are classified into the following three levels, according to observability

and significance of inputs for fair value measurement.

Level 1 fair value:

Fair value determined based on quoted prices formed in an active

market for an asset or liability that is the subject of the fair value

measurement, of observable inputs for fair value measurement

Level 2 fair value:

Fair value determined using inputs for fair value measurement other

than Level 1 inputs, of observable inputs for fair value measurement

Level 3 fair value:

measurement

Fair value determined using unobservable inputs for fair value

If multiple inputs that have significant impact on fair value measurement are used, the fair value is classified

to the lowest priority level of fair value measurement in which each input belongs.

(1) Financial instruments recorded at fair value in the consolidated balance sheets

(Million yen)
Fair value
Item
Level 1 Level 2 Level 3 Total

Securities and investment
securities
Available-for-sale securities 8,704 — 8,704

Total assets 8,704 - 8,704
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(2) Financial instruments other than financial instruments recorded at fair value in the consolidated balance

sheets
(Million yen)
Fair value
Item
Level 1 Level 2 Level 3 Total

Notes receivable, accounts
receivable from completed - 57,823 - 57,823
construction contracts and other

Total assets - 57,823 - 57,823

(Note)  Explanation of valuation techniques used to measure fair values and inputs for fair value
measurement
Securities and investment securities
Shares of listed companies and debt securities are valued using quoted prices. As shares of listed companies
are traded in active markets, their fair values are classified as Level 1 fair value.
Notes receivable, accounts receivable from completed construction contracts and other

Their fair values are determined using the discounted cash flow method based on the amount of receivables
and the interest rate that reflects the period up to maturity and credit risks, for each receivable that is categorized
by a certain period, and are classified as Level 2 fair value.

(Notes to Revenue Recognition)

(1) Information on disaggregation of revenue from contracts with customers

(Million yen)
Reportable segment Others Total
Domestic construction (Note)

Construction 79,938 357 80,296
Construction materials 4,909 3,998 8,907
Revenue from contracts with 84,847 4356 89.204
customers

Other revenue — — —
Net sales to external 84,847 4356 89.204
customers

(Note)  “Others” includes overseas construction, product manufacturing and sales business, and domestic
and overseas product sales business.

(2) Information that forms a basis for understanding revenue from contracts with customers
Information that forms a basis for understanding revenue is provided in “(4) Accounting standards for

significant income and expenses” in “4. Accounting policies” in “(Important Matters that Form the Basis
for Preparing Consolidated Financial Statements).”

(3) Information to understand the amount of revenue in the fiscal year under review and in and after the
following fiscal year

(i) Contract asset and contract liability balances

(Million yen)
Fiscal year under review
Balance at beginning of period Balance at end of period
Recmvable; created from 14,327 9.370
contracts with customers
Contract assets 51,148 50,118
Contract liabilities 4,551 3,680
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Contract assets are related to, of rights to consideration for revenue recognized according to
construction progress, unbilled ones, and are transferred to receivables created from contracts with
customers at the time when the right to consideration becomes unconditional.

Contract liabilities are related to advances received for which the performance obligation is not satisfied
with regard to construction contracts with customers but that are received based on payment conditions,
and are reversed as revenue is recognized according to the construction progress.

Basically all the balance of contract liabilities at the beginning of period is included in revenue from
contracts with customers for the fiscal year under review.

In addition, the amount of revenue recognized in the fiscal year under review from performance
obligations that were satisfied in past periods is insignificant.

(i) Transaction price allocated to remaining performance obligations

Transaction price allocated to remaining performance obligations at the end of the fiscal year under
review is ¥72,498 million, and relevant revenue is expected to be recognized basically within four years.

(Notes to Per Share Information)

1. Net assets per share ¥533.19
2. Basic earnings per share ¥76.08

(Note) As of January 1, 2026, the Company conducted a 4-for-1 stock split of its common shares. As a result,
net assets per share and basic earnings per share are calculated on the assumption that the stock split
was conducted at the beginning of the fiscal year under review.

(Notes to Significant Subsequent Events)
Acquisition of own shares

The Company resolved, at a meeting of the Board of Directors held on August 10, 2026, the matters concerning
the acquisition of own shares pursuant to the provisions of Article 156 of the Companies Act, as applied by
replacing the relevant terms pursuant to the provisions of Article 165, paragraph (3) of the same Act.

1. Reason for acquisition of own shares

To enhance return to shareholders and increase capital efficiency through flexible acquisition of own
shares, taking into account investment opportunities, cash on hand, share price levels, and other
factors.

2. Details of matters related to acquisition

(1) Class of shares to be acquired: Common shares

(2) Total number of shares to be acquired: Up to 4,400,000 shares
(2.2% of total number of issued shares (excluding
treasury shares))

(3) Total amount of share acquisition costs: Up to ¥5 billion

(4) Acquisition period: From August 12, 2026, to June 30, 2027

Depending on investment opportunities, market environment, and other factors, it is possible that no
share acquisition, or a share acquisition of only a portion of the above, will be carried out.
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Non-consolidated Statements of Changes in Net Assets

(July 1, 2025 to June 30, 2026)

(Million yen)
Shareholders’ equity
Capital surplus
Share capital
Legal capital surplus Other capital surplus Total capital surplus
Balance at beginning of period 5,000 1,250 28,013 29,263
Changes during period
Dividends of surplus
Profit
Purchase of treasury shares
Total changes during period - - - -
Balance at end of period 5,000 1,250 28,013 29,263
Shareholders’ equity
Retained earnings
Other retained Total Total net assets
earnings Total retained Treasury shares sharehglders
. equity
earnings
Retained earnings
brought forward
Balance at beginning of period 20,822 20,822 (12,201) 42,883 42,883
Changes during period
Dividends of surplus (9,857) (9,857) (9,857) (9,857)
Profit 15,514 15,514 15,514 15,514
Purchase of treasury shares (5,000) (5,000) (5,000)
Total changes during period 5,657 5,657 (5,000) 656 656
Balance at end of period 26,479 26,479 (17,202) 43,539 43,539
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Notes on Non-consolidated Financial Statements

(Matters Related to Significant Accounting Policies)

1. Valuation standards and methods for securities

Shares of subsidiaries

Stated at cost using the moving-average method

2. Depreciation and amortization methods for non-current assets

(1) Property, plant and equipment

(2) Intangible assets

3. Accounting standards for reserves

Provision for retirement benefits

They are depreciated under the declining-balance
method.

They are depreciated under the straight-line method.
However, software for internal use is depreciated
under the straight-line method based on their estimated
useful lives (mainly 5 years).

To prepare for the payment of retirement benefits for

employees, provision for retirement benefits is

recorded based on the amounts of projected benefit
obligations and plan assets at the end of the fiscal year
under review.

1) Periodic allocation of projected retirement benefits
In calculating projected benefit obligations, the
Company attributes estimated retirement benefits
to the periods up to the end of the fiscal year under
review using the benefit formula basis.

2) Method of amortizing actuarial differences
Actuarial differences are accounted for as expenses
over a certain number of years within the average
remaining years of service of the relevant
employees (5 years) using the straight-line method,
commencing with the fiscal year in which they
were incurred.

4. Accounting standards for significant income and expenses
The Company’s revenue is management fee income and dividend income from subsidiaries. As for
management fee income, corporate management and guidance such as development of management
strategies and support for implementation of business strategies based on the management strategies for
subsidiaries have been identified as performance obligations. The Company has judged that these
performance obligations are satisfied over time, and mainly recognizes revenue in an amount equally
divided for a period over the contract term. As for dividend income, revenue is recognized on the effective

date for the dividend.

5. Other important matters that form the basis for preparing non-consolidated financial statements

Accounting for retirement benefits

The accounting method used for unrecognized actuarial differences for retirement benefits is different
from that used in the consolidated financial statements.

(Notes to Non-consolidated Balance Sheets)

1. Accumulated depreciation of property, plant and equipment
2. Short-term monetary receivables from subsidiaries and associates

(Notes to Non-consolidated Statements of Income)

¥0 million
¥7 million

Total amount of trading volume with subsidiaries and associates:

Total amount of trading volume executed as operating transactions:
Total amount of trading volume executed as non-operating transactions:

¥16,114 million
¥33 million
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(Notes to Non-consolidated Statements of Changes in Net Assets)

Number of treasury shares at the end of the fiscal year under review: common shares

(Note) As of January 1, 2026, the Company conducted a 4-for-1 stock split of its common shares.

(Notes to Tax Effect Accounting)

Main causes of deferred tax assets and deferred tax liabilities are as following.

18,448,080 shares

Deferred tax assets (Million yen)
Accrued bonuses 6
Other 3
Total deferred tax assets 9
Deferred tax liabilities (Million yen)
Provision for retirement benefits (3)
Total deferred tax liabilities 3)
Deferred tax assets, net 6
(Notes to Related-party Transactions)
Subsidiaries and associates
Capital or i Ownership | Detail of the relationship ) Balance
investments Line of . . Trading at end of
Company | . . . ratio of Detail of .
Type name in capital | business or votin . . transactions amount Item period
(Million | occupation | . . s (h%:l d) Interlocking | Business (Million yen) (Million
yen) g of officers | relationship yen)
Management
consulting fee 392 B B
o Dividends
.C1v11. Corporate received 14,885 — _
SHO-BOND engineering Four (4) | management
Subsidiary [CORPORA- 10,100 and 100% & ’ B B
. officers and loan of |Loan of funds 3,671
TION construction funds
work
Interest
received 3 B B
Management
s SHO-BOND Manufacture Zero (0) Corporate  |consulting fee| 13 B B
Subsidiary MATERIAL 230 | and sales of 100% officers management | Dividends
CO., LTD. products & e 613 - -

Terms of transactions and policies for determining the terms of transactions

(Notes) 1. The terms of transactions are determined based on the corporate management agreements concluded

between the Company and each of its subsidiaries.

2. Interest rates in loans of funds are reasonably determined in consideration of the market interest rate.
Trading amounts show the average outstanding balances during the fiscal year under review.

includes consumption taxes.
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(Notes to Revenue Recognition)

Information that forms a basis for understanding revenue from contracts with customers

As stated in “4. Accounting standards for significant income and expenses” in “(Matters Related to Significant
Accounting Policies).”

(Notes to Per Share Information)

1. Net assets per share ¥217.12

2. Basic earnings per share ¥76.45

(Note) As of January 1, 2026, the Company conducted a 4-for-1 stock split of its common shares. As a result,
net assets per share and basic earnings per share are calculated on the assumption that the stock split
was conducted at the beginning of the fiscal year under review.

(Notes to Significant Subsequent Events)

Acquisition of own shares

The Company resolved, at a meeting of the Board of Directors held on August 10, 2026, the matters concerning
the acquisition of own shares pursuant to the provisions of Article 156 of the Companies Act, as applied by
replacing the relevant terms pursuant to the provisions of Article 165, paragraph (3) of the same Act.

1. Reason for acquisition of own shares
To enhance return to shareholders and increase capital efficiency through flexible acquisition of own
shares, taking into account investment opportunities, cash on hand, share price levels, and other
factors.

2. Details of matters related to acquisition
(1) Class of shares to be acquired: Common shares
(2) Total number of shares to be acquired: Up to 4,400,000 shares
(2.2% of total number of issued shares (excluding
treasury shares))
(3) Total amount of share acquisition costs: Up to ¥5 billion
(4) Acquisition period: From August 12, 2026, to June 30, 2027

Depending on investment opportunities, market environment, and other factors, it is possible that no
share acquisition, or a share acquisition of only a portion of the above, will be carried out.
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