@Transition of business performance

(Unit: million JPY)
Sales 692,087 674,426 686,284 718,638 733,575
Recurring profit 17,275 16,005 16,167 18,889 13,365
Net income attributable to owners of the parent 6,022 13,118 8,944 11,642 10,977
Per-share net income (JPY) 60.04 133.04 90.84 105.34 101.33
Net assets 141,986 151,512 169,005 178,172 180,400
Per-share net assets (JPY) 1,473.65 1,558.86 1,535.84 1,601.53 1,685.50
Total assets 360,312 368,177 369,547 355,947 350,024
Equity ratio (%) 394 41.2 45.7 50.1 515
Number of stores (stores) Total 1,206 1,185 1,186 1,191 1,184
No. of directly operated stores (stores) 430 424 425 436 433
No. of franchise stores (stores) 776 761 761 755 751
Number of permanent employees (persons) 8,663 8,551 8,653 8,761 8,778

Sales Number of stores Number of permanent employees

: Directly operated stores : FC stores
(Unit: million JPY) ~—® : Total number of stores (Unit: stores) (Unit: persons)
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® Group history ©® Corporate philosophy

Mar. 2002 Deodeo Corp., which had its base in the Chugoku, Shikoku and Kyushu regions, and Eiden Co., Ltd., .. . . . . . .
Which had Its base in the Chuby region, jointﬁl established Edion yCorporaftgion, through share transfer. AChleVIng long-lastlng customer satisfaction thl’OUgh outstandlng pI’OdUCtS and reliable service

Apr. 2005 Made Midori Denka Co., Ltd., which had its base in the Kinki region, a wholly owned subsidiary through a stock swap.

Jul. 2006 Acquired 33.4% of shares in Ishimaru Denki Co., Ltd., which had its base in the Kanto region. We do not simply sell products.

Mar. 2007 Acquired additional shares in Ishimaru Denki Co., Ltd. (40% in total) and made it a subsidiary. Outstanding Through the sale of products,

Jun. 2007 Acquired 40% of shares in 3Q Co,, Ltd., which had its base in the Hokuriku and Hokkaido regions, and made it a subsidiary. efeclleTi | we provide our customers with value
Oct. 2007  Established Tokyo Edion Co., Ltd. as a subsidiary to reinforce the Group’s base in the Kanto region. iy s/ and satisfaction in addition to pleasure,
Oct. 2008 Tokyo Edion Co., Ltd. acquired all shares in Ishimaru Denki Co., Ltd. richness and convenience.

Feb. 2009 Eiden Co., Ltd. merged (by absorption) with Tokyo Edion Co., Ltd., Ishimaru Denki Co., Ltd. and other subsidiaries.

Oct. 2009 Deodeo Corp. merged with Midori Denka Co., Ltd., and changed its name to Edion West Corp. : ; PN PR HH < of Marc
Eiden Co., Ltd. renamed to Edion East Corp. ® Company overview  womasz20 @ Status of major subsidiaries and affiliates s orweren 1. 2020

Oct. 2010  Edion Corp. merged (by absorption) with Edion West Corp. and Edion East Corp. Company name  Edion Corporation

Renamed the subsidiary Eiden Communications to Edion Communications Co., Ltd., and consolidated its mobile phone business.

We provide all possible services to ensure
Reliable that our customers can use

service their purchases in optimal condition

over a longer period of time.

Founded March 29, 2002 3Q Co,, Ltd. Fukui City, Fukui Prefecture  Sales of home electronics
Oct. 2011 Acquired all shares in 3Q Co., Ltd. and made it a wholly owned subsidiary. Capital 11.94 billion JPY . . B T
d 3Q H Syst C ti to Edi H Syst C ti d de it bsidi Edion House System Corporation Amagasaki City, Hyogo Prefecture generation systems; home improvements; other

Apr. 2012 Rename ouse System Corporation to Edion House System Corporation, and made it a subsidiary. Representative Masataka Kubo

Acquwed 55.0% of shares in E.R. Japan Corp' . Nwork Corporation Chikusa-ku, Nagoya City Operation and development of information systems

e ) ) . ) ) . Head store address 2-1-18 Kamiya-cho, Naka-ku,
Oct. 2012 Unified the store brands of Ishimaru, Eiden, Midori and Deodeo into Edion. Hiroshima City, Hiroshima Prefecture, Japan E.R. Japan Corporation Fukuyama City, Hiroshima Prefecture ~ Reuse and recycling businesses
. . . . . i 2-3-33 Nakanoshima, Kita-ku, Osaka City,

Aug. 2013  Concluded a capital and business alliance agreement with LIXIL Group Corporation, Head office Osaka Prefecture, Japan y Forest Co. Ltd. Omiyaku, Saitama ity Sales of office supplies, daly commodite,

and conducted an allocation of new shares to a third party. _ _ _ various business items, other

. Stock exchange Listed on the First Section of the Tokyo Stock _
Mar. 2017 Made E.R. Japan Corp. a wholly owned subsidiary. Exchange and Nagoya Stock Exchange Forest Shuhan Co., Ltd. Omiya-ku, Saitama City Sales of liquor
Aug. 2017 Acquired all shares in Forest Co., Ltd., and made it a subsidiary. Consolidated sales  733.575 billion JPY e-Logi Corporation Kita-ku, Osaka City Freight transportation, warehouse management, other
Mar. 2018 Established e-Logi Corp. through joint investment. Number of group stores 1,184 stores (directly operated store: Jtop Co., Lid. Nakamura-ku, Nagoya ity Disfioution of general cargo including free magazines.
433 stores, franchise store: 751 stores) job board, and other magazines

Oct. 2018 i . i i i icati . .

Edion Corp. merged (by absorption) with Edion Communications Co., Ltd Number of 8.778 persons (consolidated)) Youmemit . EE— e ————
Sep. 2019 Made e-Logi Corp. a wholly owned subsidiary. permanent employees - P ————— Naka-ku, Hroshima City Cable television broadcasting
Nov. 201 9 Made JtOp CO" Ltd a SUbSidiarY- URL httpS'//WWW'edlon'com Sanfrecce Hiroshima FC Co., Ltd.* Nishi-ku, Hiroshima City Professional soccer team
Dec. 2019 Made Youmemiru Inc. a su bsidiary. Maruni Wood Industry Inc.* Saeki-ku, Hiroshima City Manufacture and sales of furniture

* Equity-method affiliates



Broadening our scope of operations with the aim of being a company
that perpetually helps customers enjoy full and satisfying lives

We carry out community-based business
activities under the two store brands: Edion,
which covers a broad area ranging from the
Kanto region to the Kyushu and

Okinawa regions, and Hyakuman Volt,

mainly covering the Hokkaido and Hokuriku regions.

Home electronics retail business

Main

JISNESS

E-commerce business

Offering points equivalent to those for purchases at

physical stores and worry-free long-term repair warranties

Our online shopping site deals with a wide variety
of products, including home electronics, daily
necessities, stationery, and fishing equipment.

Providing reliable services from sale to installation

We provide our customers with products through
courteous customer service and safe, reliable
delivery and installation.

S

Communications (ISP) business

EAABA
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Real estate brokerage

Serving as a familiar real-estate agent

easy to consult with

We provide one-stop service, helping to find
ideal housing and offering proposals in terms of
renovation, purchase of home electronics, and
financing.

Providing a variety of needs-tailored services

Amid the increasing trend of going online, we
respond to diversifying customer needs.
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Mobile business

Providing our customers with courteous
consultations

Our highly specialized staff members provide
reliable services.

décomo | aw |
= SoftBank Y7 mobile

UQ mobile || RakutenMobile

Eco living/solar power business

Offering a wide range of proposals, from
renovation work to energy and power saving

\We provide customers with a comfortable life through simple,

all-inclusive pricing and highly technological construction.

Home renovation sales ranking

Eight consecutive
years

Sales NO]

* Appeared in the Japan Journal of
Remodeling on September 30, 2019

Robot programming education business

Rearing children who can learn and practice on
their own initiative

Through programming lessons, we develop human
resources who can play an active role worldwide.

Business for corporate customers

Providing scrupulous business services regardless
of the type of industry, business category or scale

We provide reliable services for not only retail
but also corporate customers.

(As of March 31, 2020)

Directly operated

stores : 433 StoreS

FC* stores . 751 stores

* FC = franchise

Efforts towards

Number of
group stores

1,184 stores

vendor reliability
and long-lasting

customer
satisfaction

Edion membership card

Providing reliable, advantageous services

for more customers

Cards that provide advantageous reward points,
long-term repair warranties, and other attractive

services are available.

AAnshin Guarantee Card

Promotion of
CSR activities

Activities to create a recycling-oriented and sustainable society

+ Promotion of
resource recycling

+ Collection of small
rechargeable batteries

51080
AUADRIENE

stores

Hokuriku
region

Directly operated stores

8 stores

Chugoku
region

Directly operated stores

stores

FC stores

stores

Kinki
region
Directly operated stores

stores
FC stores

stores

Shikoku
region
Directly operated stores

stores
FC stores

7 6 stores

Delivery, construction and repair services

Allowing our customers to use
their purchases safely over

a long period of time

We provide various services,
including same-day/timed
delivery and construction,
and on-site repairs.

Original products

Products embodying requests
from our customers

our customers’ needs.

Promotion of sports

[Management of works teams]

« Edion women’ strack and field club

- Edion archery club
[Professional sports sponsorship]

+ J.League professional soccer team
Sanfrecce Hiroshima

« Professional baseball teams,
including Chunichi Dragons,
Hiroshima Toyo Carp, and Fukuoka
SoftBank Hawks

Hokkaido
region
Directly operated stores

Directly operated stores

Taking advantage of the voices of customers, we
have expanded the range of products tailored to

@angle

Nature conservation activities

Franchise operations

Providing local customers with
close-knit services

Establishing strategic dominance, we
provide fine-tuned services throughout
each local community.

Kanto
region
Directly operated stores

stores

FC stores

1 stores

Chubu
region

prps————l
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stores
FC stores

stores

Home electronics total support service

Applying the knowledge and
techniques of home electronics
professionals in homes

We provide cleaning services
for air conditioners, range
hoods and tubs of washing
machines; and cleaning and
inspection services for home
electronics.

Product performance testing laboratory

For the provision of reliable products

To allow our customers to use their purchases
over a long time in a worry-free manner, we test
our products from the customers’ perspective.

Customer service utilizing expert knowledge and expertise

Name of certification

Electric Home Appliance Advisor
Electric Home Appliance Engineer
Smart Master
Photo Master
* As of December 2019

No. of certified persons
3,459 persons
289 persons
464 persons
993 persons

Activities to achieve a low-carbon society

"« Yoshino forest
maintenance activities

+ Clean-up activities
simultaneously carried out
by all Edion group stores

+ Efforts to reduce
industrial waste

+ Installation of solar power
systems in stores
+ Promotion of the introduction
of LED lights, energy-saving air
conditioners, and the Building
Energy Management System (BEMS)
+ Installation of electric vehicle
charging stations at stores
+ Promotion of energy-saving
home electronics




Consolidated Financial Statements

EDION Corporation
and Consolidated Subsidiaries

Year ended March 31, 2020
with Independent Auditor's Report



EDION Corporation and Consolidated Subsidiaries

Consolidated Financial Statements

Year ended March 31, 2020

Contents
Independent AUItOr'S REPOIT .....ccooi i s 1
Consolidated BalanCe ShEEL ............... e eeeeeriiiiiiiiee e e e e e e e e e e e e eeeee e eeeneeeeeeannnnns 4
Consolidated Statement Of INCOME...... .. 6
Consolidated Statement of Comprehensive INCOME. o ...oooeeeeeiiiiiiiiiiiiiiiieeee 7.
Consolidated Statement of Changes in Net ASSetS..cc..ooooeeeviiiiiiieceeviiieee e 8
Consolidated Statement of Cash FIOWS ... 10

Notes to Consolidated Financial StatemMeNntS ....cuvenveieeeeeieeee e 12



Independent Auditor’'s Report

The Board of Directors
EDION Corporation

Opinion
We have audited the accompanying consolidated diabstatements of EDION Corporation
and its subsidiaries (the Group), which comprigedtnsolidated balance sheet as at March 31,

2020, and the consolidated statements of inconmepEhensive income, changes in net assets,
and cash flows for the year then ended, and notdeetconsolidated financial statements.

In our opinion, the accompanying consolidated faiainstatements present fairly, in all
material respects, the consolidated financial posinf the Group as at March 31, 2020, and its
consolidated financial performance and its constdid cash flows for the year then ended in
accordance with accounting principles generallyepted in Japan.

Basis for Opinion

We conducted our audit in accordance with audisteppndards generally accepted in Japan.
Our responsibilities under those standards arehdurtdescribed in the Auditor's
Responsibilities for the Audit of the Consolidatédancial Statements section of our report.
We are independent of the Group in accordance tivélethical requirements that are relevant
to our audit of the consolidated financial statetaen Japan, and we have fulfilled our other
ethical responsibilities in accordance with thesquirements. We believe that the audit
evidence we have obtained is sufficient and apjmtgto provide a basis for our opinion.

Responsibilities of Management, the Corporate Auddr and the Board of Corporate
Auditors for the Consolidated Financial Statements

Management is responsible for the preparation airdpresentation of these consolidated
financial statements in accordance with accourgigciples generally accepted in Japan, and
for such internal control as management determmegcessary to enable the preparation of
consolidated financial statements that are frem frtaterial misstatement, whether due to fraud
or error.

In preparing the consolidated financial statementmagement is responsible for assessing the
Group’s ability to continue as a going concern amtlosing, as required by accounting
principles generally accepted in Japan, matteedgelto going concern.

The Corporate Auditor and the Board of Corporatéifans are responsible for overseeing the
Group’s financial reporting process.



Auditor’'s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurapoet avhether the consolidated financial
statements as a whole are free from material niesatnt, whether due to fraud or error, and
to issue an auditor’s report that includes our igwin  Misstatements can arise from fraud or
error and are considered material if, individualhyin the aggregate, they could reasonably be
expected to influence the economic decisions ofsusden on the basis of these consolidated
financial statements.

As part of an audit in accordance with auditinghdtds generally accepted in Japan, we
exercise professional judgment and maintain prajeas$ skepticism throughout the audit.
We also:

Identify and assess the risks of material misstateé of the consolidated financial
statements, whether due to fraud or error, desighperform audit procedures responsive
to those risks, and obtain audit evidence thatfisiceent and appropriate to provide a basis
for our opinion.

Consider internal control relevant to the audiorder to design audit procedures that are
appropriate in the circumstances for our risk assests, while the purpose of the audit of
the consolidated financial statements is not exgimgsan opinion on the effectiveness of the
Group’s internal control.

Evaluate the appropriateness of accounting palicised and the reasonableness of
accounting estimates and related disclosures madebhagement.

Conclude on the appropriateness of managemengsofishe going concern basis of
accounting and, based on the audit evidence oltaigether a material uncertainty exists
related to events or conditions that may cast Bagmt doubt on the Group’s ability to
continue as a going concern. If we conclude thataderial uncertainty exists, we are
required to draw attention in our auditor’s regorthe related disclosures in the consolidated
financial statements or, if such disclosures aesgl@guate, to modify our opinion. Our
conclusions are based on the audit evidence obtaipg¢o the date of our auditor’s report.
However, future events or conditions may causeataip to cease to continue as a going
concern.

Evaluate the overall presentation, structure aotent of the consolidated financial
statements, including the disclosures, and whettierconsolidated financial statements
represent the underlying transactions and everagmanner that achieves fair presentation
in accordance with accounting principles generadlgepted in Japan.

Obtain sufficient appropriate audit evidence rdgay the financial information of the
entities or business activities within the Groupeigress an opinion on the consolidated
financial statements. We are responsible for trection, supervision and performance of
the group audit. We remain solely responsibleofaraudit opinion.

We communicate with the Corporate Auditor and tlear of Corporate Auditors regarding,
among other matters, the planned scope and tinfittiecaudit and significant audit findings,
including any significant deficiencies in interraintrol that we identify during our audit.



We also provide the Corporate Auditor and the Badr@orporate Auditorswith a statement
that we have complied with the ethical requiremeatgrding independence that are relevant
to our audit of the financial statements in Japaw,to communicate with them all relationships
and other matters that may reasonably be thougbt#w on our independence, and where
applicable, related safeguards.

Conflicts of Interest

We have no interest in the Group which should Iseldsed in accordance with the Certified
Public Accountants Act.

Convenience Translation

The U.S. dollar amounts in the accompanying codated financial statements with respect to
the year ended March 31, 2020 are presented doletpnvenience. Our audit also included
the translation of Japanese yen amounts into lbardamounts and, in our opinion, such
translation has been made on the basis describétbt@ 1 to the consolidated financial

statements.

Ernst & Young ShinNihon LLC
Osaka, Japan
June 29, 2020

Hiroyuki Koichi
Designated Engagement Partner
Certified Public Accountant

Hironobu Ishida
Designated Engagement Partner
Certified Public Accountant



EDION Corporation and Consolidated Subsidiaries

Consolidated Balance Sheet

March 31, 2020

Thousands of

U.S. dollars
Millions of yen (Note 1)
2020 2019 2020
Assets
Current assets:
Cash and cash equivaleiiidote 10) ¥ 15,975 ¥ 9,036 $ 146,789
Notes and accounts receivable:
Trade(Note 10) 33,666 36,339 309,345
Other 7,797 6,188 71,644
Allowance for doubtful receivables (58) (61) (533)
41,405 42,466 380,456
Inventories:
Merchandise and produdfidote 7) 91,286 96,687 838,794
Supplies 383 419 3,519
91,669 97,106 842,313
Other 4,247 3,828 39,024
Total current assets 153,296 152,436 1,408,582
Property and equipment, at cgisibtes 5 and 15)
Land(Notes 4, 6 and 7) 60,613 67,537 556,951
Buildings and structurg®Note 6 and 7) 168,252 164,541 1,546,008
Tools, furniture and fixtures 30,736 27,768 282,422
Leased asset{dlote 17) 2,600 2,127 23,890
Construction in progress 293 6,208 2,692
Other 1,530 1,483 14,060
264,024 269,664 2,426,023
Accumulated depreciation (133,133) (129,693) (1,223,312)
Property and equipment, net 130,891 139,971 1,202,711
Investments and other assets:
Investments in securitigblotes 3 and 10) 1,427 1,740 13,112
Investments in affiliateéNotes 3 and 10) 893 880 8,205
Goodwill (Notes 18, 20 and 21) 2,986 715 27,437
Guarantee deposi(blote 10) 26,094 25,346 239,768
Deferred tax assetblote 9) 22,729 23,065 208,849
Other 11,708 11,795 107,582
Total investments and other assets 65,837 63,541 604,953
Total assets ¥ 350,024 ¥ 355,948 $ 3,216,246




Thousands of

U.S. dollars
Millions of yen (Note 1)
2020 2019 2020
Liabilities and net assets
Current liabilities:
Short-term loans payab{dlotes 7 and 10) ¥ 70 ¥ 1,040 $ 643
Current portion of long-term loans payable
(Notes 7 and 10) 3,107 2,959 28,549
Notes and accounts payable:
Trade(Notes 7 and 10) 34,435 31,140 316,411
Other 11,068 14,477 101,700
45,503 45,617 418,111
Lease obligationéNotes 7 and 10) 237 171 2,178
Income taxes payab(@lote 9) 896 3,972 8,233
Provision for bonuses 5,454 5,251 50,115
Provision for point card certificates 11,056 10,376 101,590
Other(Note 7) 13,444 16,548 123,531
Total current liabilities 79,767 85,934 732,950
Long-term liabilities:
Long-term deb{Notes 7 and 10) 53,817 56,635 494,505
Net defined benefit liabilityNote § 8,251 8,278 75,815
Lease obligationéNotes 7 and 10) 2,136 1,929 19,627
Deferred tax liabilitiegNote 9) 623 385 5,725
Deferred tax liabilities for land revaluation
(Notes 4 and 9) 1,597 1,709 14,674
Provision for merchandise warranties 9,285 9,392 85,317
Asset retirement obligatior{blote 5) 8,842 7,909 81,246
Other 5,305 5,605 48,747
Total long-term liabilities 89,856 91,842 825,656
Contingent liabilities(Note 12
Net asse
Shareholders’ equitfNote 13)
Capital stock 11,940 11,940 109,712
Capital surplus 84,946 85,021 780,539
Retained earnings 94,979 88,548 872,728
Treasury shares (4,972) (639) (45,686)
Total shareholders’ equity 186,893 184,870 1,717,293
Accumulated other comprehensive income (loss):
Net unrealized loss on other securities (236) (52) (2,169)
Revaluation reserve for larfliote 4) (4,895) (5,523) (44,978)
Remeasurements of defined benefit pldwiste 8) (1,361) (1,123) (12,506)
Total accumulated other comprehensive loss (6,492) (6,698) (59,653)
Total net assets 180,401 178,172 1,657,640
Total liabilities and net assets ¥ 350,024 ¥ 355,948 $ 3,216,246

See accompanying notes to consolidated finanaatistents. 5



EDION Corporation and Consolidated Subsidiaries

Consolidated Statement of Income
Year ended March 31, 2020

Thousands of

U.S. dollars
Millions of yen (Note 1)
2020 2019 2020
Net sales ¥ 733,576 ¥ 718,638 $6,740,568
Cost of salegNote 14) 522,971 508,818 4,805,394
Gross profit 210,605 209,820 1,935,174
Selling, general and administrative
expensegNote 6) 198,321 191,977 1,822,301
Operating income 12,284 17,843 112,873
Non-operating income (expenses):
Interest and dividend income 89 94 818
Interest expense (269) (328) (2,472)
Commission income 114 311 1,048
Subsidy income 627 205 5,761
Penalty income 52 49 478
Equity in income (loss) of affiliates 13 (112) 119
Contribution (500) (100) (4,594)
Surcharge refund 1,237 - 11,366
Gain (loss) on sales and disposal of
property and equipment 903 (0) 8,297
Impairment losgNotes 6, 15 and 21) (1,839) (1,082) (16,898)
Other 796 512 7,315
1,223 (451) 11,238
Profit before income taxes 13,507 17,392 124,111
Income taxegNote 9)
Current 2,166 5,901 19,902
Deferred 364 (142) 3,345
Total income taxes 2,530 5,759 23,247
10,977 11,633 100,864
Loss attributable to:
Non-controlling interests - 9) -
Profit attributable to:
owners Of parent ¥ 10,977 ¥ 11,642 $ 100,864
Yen U.S. dollars
Amounts per share:
Profit attributable to owners of parent
—Basic ¥101.33 ¥ 105.34 $0.93
—Diluted 90.49 93.78 0.83
Cash dividends 34.00 32.00 0.31

See accompanying notes to consolidated finanaédstents. 6



EDION Corporation and Consolidated Subsidiaries

Consolidated Statement of Comprehensive Income
Year ended March 31, 2020

Thousands of

U.S. dollars
Millions of yen (Note 1)
2020 2019 2020
Profit ¥10,977 ¥11,633 $100,864
Other comprehensive inconfidote 16)
Net unrealized loss on other securities (184) (392) (1,691)
Remeasurements of defined benefit plans,
net of tax (238) 21 (2,187)
Other comprehensive loss, net (422) (371) (3,878)
Comprehensive income ¥10,555 ¥11,262 $ 96,986
Comprehensive income (losa}ributable to:
Owners of parent ¥ 10,555 ¥11,271 $ 96,986

Non-controlling interests - (9) -

See accompanying notes to consolidated finan@#tstents. 7



EDION Corporation and Consolidated Subsidiaries

Consolidated Statement of Changes in Net Assets

Year ended March 31, 2020

Millions of yen

Balance at April 1, 2018

Cash dividends

Profit attributable to owners of parent

Purchases of treasury shares

Disposition of treasury shares

Net changes of items other than
shareholders’ equity

Balance at March 31, 2019

Purchase of shares of consolidated
subsidiaries

Cash dividends

Reversal of land revaluation difference

Profit attributable to owners of parent

Purchases of treasury shares

Disposition of treasury shares

Net changes of items other than
shareholders’ equity

Balance at March 31, 2020

Balance at April 1, 2018

Cash dividends

Profit attributable to owners of parent

Purchases of treasury shares

Disposition of treasury shares

Net changes of items other than
shareholders’ equity

Balance at March 31, 2019

Purchase of shares of consolidated
subsidiaries
Cash dividends
Reversal of land revaluation difference
Profit attributable to owners of parent
Purchases of treasury shares
Disposition of treasury shares
Net changes of items other than
shareholders’ equity

Total
Capital Retained Treasury shareholders’
Capital stock  surplus earnings shares equity
¥ 11,940 ¥ 84,954 ¥88, ¥ (1,669) ¥ 175,323
- - (3,192) - (3,192)
- - 11,642 - 11,642
- - - (2) 2
- 67 - 1,032 1,099
¥ 11,940 ¥ 85,021 ¥ 88,548 ¥  (639) ¥ 184,870
- (10) - - (10)
- - (3,918) - (3,918)
- - (628) - (628)
- - 10,977 - 10,977
- - - (4,998) (4,998)
- (65) - 665 600
¥ 11,940 ¥ 84,946 ¥ 94,979 ¥ (4,972) ¥ 186,893
Millions of yen
Total
accumulated
Net unrealized Revaluation Remeasurements other Non-
gain (loss) on  reserve for of defined comprehensive controlling Total net
other securities land benefit plans loss interests assets
¥ 340 ¥ (5,523) ¥ (1,144) ¥ (6,327) ¥ 9 ¥ 169,005
- - - - - (3,192)
- - - - - 1,642
- - - - - )
- - - - - 1,099
(392) - 21 (371) 9) (380)
¥ (52) ¥ (5,523) ¥ (1,123) ¥ (6,698) ¥ — ¥ 178,172
- - - - - (10)
- - - - - (3,918)
- - - - - (628)
- - - - - 10,977
- - - - - (4,998)
- - - - - 600
(184) 628 (238) 206 - 206
¥(236) ¥ (4,895) ¥ (1,361) ¥ (6,492) ¥ — ¥ 180,401

Balance at March 31, 2020




EDION Corporation and Consolidated Subsidiaries

Consolidated Statement of Changes in Net Assetgi(eed)

Year ended March 31, 2020

Thousands of U.S. dollars (Note 1)

Total
Capital Retained Treasury shareholders’
Capital stock surplus earnings shares equity
Balance at April 1, 2019 $ 109,712 $ 781,228 18,836 $ (5,872) $ 1,698,704
Purchase of shares of consolidated
subsidiaries - (92) - - (92)
Cash dividends - - (36,002) - (36,002)
Reversal of land revaluation difference - - (5,770) - (5,770)
Profit attributable to owners of parent - - 100,864 - 100,864
Purchases of treasury shares - - - (45,925) (45,925)
Disposition of treasury shares - (597) - 6,111 5,514
Net changes of items other than
shareholders’ equity - - - - -
Balance at March 31, 2020 $ 109,712 $ 780,539 $ 872,728 $ (45,686) $ 1,717,293
Thousands of U.S. dollars (Note 1)
Total
accumulated
Net unrealized Remeasurements other
gain (loss) on Revaluation of defined comprehensive
other securities reserve for land  benefit plans loss Total net assets
Balance at April 1, 2019 $ (478) $ (50,749) $,819) $ (61,546) $ 1,63R8
Purchase of shares of consolidated
subsidiaries - - - - (92)
Cash dividends - - - - (36,002)
Reversal of land revaluation difference - - - - (5,770)
Profit attributable to owners of parent - - - - 100,864
Purchases of treasury shares - - - - (45,925)
Disposition of treasury shares - - - - 5,514
Net changes of items other than
shareholders’ equ|ty (1,691) 5,771 (2,187) 1,893 1,893
Balance at March 31, 2020 $ (2,169) $ (44,978) $ (12,506) $ (59,653) $ 1,657,640

See accompanying notes to consolidated finanaédstents. 9



EDION Corporation and Consolidated Subsidiaries

Consolidated Statement of Cash Flows

Year ended March 31, 2020

Thousands of

U.S. dollars
Millions of yen (Note 1)
2020 2019 2020
Cash flows from operating activities
Profit before income taxes ¥ 13,507 ¥ 17,392 $ 124,111
Adjustments for:
Depreciation and amortization 11,245 9,893 103,326
Impairment loss 1,839 1,082 16,898
Interest and dividend income (89) (94) (818)
Interest expense 269 328 2,472
Increase in provision for bonuses 187 498 1,718
Increase in provision for point card certificates 680 878 6,248
Decrease in net defined benefit liability (27) (208) (248)
(Gain) loss on sales or disposal of property and
equipment (903) 0 (8,297)
Surcharge refund (1,237) - (11,366)
Changes in operating assets and liabilities:
Decrease (increase) in notes and accounts receivabl 1,155 (465) 10,613
Decrease in inventories 5,430 14,931 49,894
Increase (decrease) in notes and accounts payable 1,235 (15,670) 11,348
(Decrease) increase in advances received (366) 1,596 (3,363)
Other, net (1,961) 4,275 (18,018)
Subtotal 30,964 34,436 284,518
Interest and dividend income received 43 41 395
Interest expenses paid (240) (293) (2,205)
Income taxes refunded 155 174 1,424
Income taxes paid (6,380) (5,953) (58,624)
Surcharge refund income 1,237 - 11,366
Other, net (500) (100) (4,594)
Net cash provided by operating activities 25,279 28,305 232,280
Cash flows from investing activities
Purchases of property and equipment (8,929) (11,255) (82,045)
Proceeds from sales of property and equipment 8,675 879 79,711
Purchases of intangible assets (1,410) (2,727) (12,956)
Payments of long-term prepaid expenses (73) (96) (671)
Purchases of investment in securities (0) 0) (0)
Proceeds from sales of investments in securities 16 19 147
Purchase of shares of subsidiaries resulting ingéan
scope of consolidation (2,382) 3) (21,887)
Payments for leasehold deposits (1,971) (637) (18,111)
Proceeds from leasehold deposits 888 702 8,160
Repayment of guarantee deposits received (51) (53) (469)
Other, net (323) (248) (2,968)
Net cash used in investing activities ¥ (5,560) ¥ (12,419) $ (51,089)
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EDION Corporation and Consolidated Subsidiaries

Consolidated Statements of Cash Flow (continued)

March 31, 2020

Thousands of

U.S. dollars
Millions of yen (Note 1)
2020 2019 2020
Cash flows from financing activities
Net decrease in short-term loans payable ¥ (970) ¥ (3,070) $ (8,913)
Proceeds from long-term loans payable - 8,300 -
Repayments of long-term loans payable (2,952) (16,992) (27,125)
Cash dividends paid (3,608) (2,940) (33,153)
Purchase of treasury shares (4,998) (2) (45,925)
Purchase of shares of subsidiaries without changing
the scope of consolidatighlote 18) (20) - (92)
Other, net (242) (374) (2,223)
Net cash used in financing activities (12,780) (15,078) (117,431)
Effect of exchange rate changes on cash and cash
equivalents 0 0 0
Net increase in cash and cash equivalents 6,939 808 63,760
Cash and cash equivalents at the beginning ofghe y 9,036 8,228 83,029
Cash and cash equivalents at the end of the year
(Note 18) ¥ 15,975 ¥ 9,036 $ 146,789

11



EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements

March 31, 2020

1. Basis of Presentation of Consolidated Financidtatements

The accompanying consolidated financial statemeoits EDION Corporation (the
“Company”) and consolidated subsidiaries (collesiythe “Group”) are prepared on the
basis of accounting principles generally acceptedapan, which are different in certain
respects as to the application and disclosure meqpeints of International Financial
Reporting Standards (“IFRS”), and are compiled fittvan consolidated financial statements
prepared by the Company as required by the Finehws&ruments and Exchange Act of
Japan.

In preparing the accompanying consolidated findrsti@ements, certain reclassifications
and rearrangements have been made to the consdlidetancial statements issued
domestically in order to present them in a formhtolv is more familiar to readers outside
Japan.

Certain reclassifications of previously reportedoants have been made to conform the
consolidated financial statements for the year éntarch 31, 2019, to the 2020
presentation. Such reclassifications had no etiaatonsolidated profit, net assets or net
cash flow.

The translation of yen amounts into U.S. dollar ants is included solely for convenience,
as a matter of arithmetic computation only, at ¥888& U.S. $1.00, the approximate rate of
exchange in effect on March 31, 2020. This trailashould not be construed as a
representation that yen have been, could have beeould in the future be, converted into
U.S. dollars at the above or any other rate.

2. Summary of Significant Accounting Policies
(a) Consolidation

The accompanying consolidated financial statemémttude the accounts of the
Company and all significant companies controlleddly or indirectly by the Company.
The numbers of consolidated subsidiaries are mdesaven as of March 31, 2020, and
2019, respectively.

Jtop Co., Ltd. (“Jtop”) and Yumemiru Co., Ltd. (“Mhemiru”) are newly included in the

scope of consolidation from the year ended March2820 as the Company acquired
100% ownership of their shares on November 13, 28h8 on December 23, 2019,
respectively.

On March 2, 2020, Fukutoku Co., Ltd. changed itagany name to Forest Liquor Sales
Co., Ltd. (“Forest”).

12
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(@)

(b)

(€)

EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coatihu

Summary of Significant Accounting Policies (comiued)
Consolidation (continued)

Companies over which the Company exercises sigmfimfluence in terms of their
operating and financial policies have been inclutethe accompanying consolidated
financial statements on an equity basis. The Compas applied the equity method
to investments in three affiliates for the yeardeehMarch 31, 2020, and 2019.

All significant intercompany accounts, transactiamsl unrealized profit and loss have
been eliminated in consolidation.

Differences between the acquisition costs and tlokerlying net equities in investments
in consolidated subsidiaries are recorded as gdbidvthe consolidated balance sheets
and amortized using the straight-line method olveirtestimated useful lives or a period
of five years.

The fiscal year end for all consolidated subsidmis the same as the Company’s fiscal
year end.

Forest’s fiscal year end was January 31, and thenéial statements of Forest were
previously consolidated based on a provisionallesaint of accounts as of the
Company’s fiscal year end. However, Forest hasgbd its fiscal year end to March
31 from this fiscal year. This change has no eféectonsolidated financial statements
of the Company.

Cash and cash equivalents

Cash and cash equivalents consist of cash on mahdiesmand deposits. Cash and cash
equivalents also include short-term investmenth winaturity date within three months
of the date of acquisition, which are readily camitée into cash and are exposed to an
insignificant risk of change in value.

Investment in securities

Securities have been classified into three categotiading securities, held-to-maturity
debt securities or other securities. Trading stesgy consisting of debt and marketable
equity securities, are stated at fair value. Gaid loss, both realized and unrealized,
are credited and charged to income. Held-to-migtwlebt securities are stated at
amortized cost. Marketable securities classifiedther securities are carried at fair
value with any changes in unrealized holding gailoss, net of the applicable income
taxes, reported as a separate component of acdeahdeher comprehensive income
(loss). Non-marketable securities classified d®eiotsecurities are carried at cost
determined by the moving average method.

13



(€)

(d)

(e)

(f)

(@)

(h)

EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coatihu

Summary of Significant Accounting Policies (comiued)
Investment in securities (continued)

The Group recognizes impairment loss on securiiemases where the fair value of a
security declines by more than 50% of carrying galuThe Group also recognizes
impairment loss of a necessary amount by consigéhia significance of the amount of
decline in fair value, the recoverability of faialue and so forth when the fair value
declines by 30% to 50%.

Inventories

Inventories such as consumer electronics merchamagdésstated principally at the lower
of cost or net selling value, cost being determibgdthe moving average method.
Supplies are stated at cost determined by thg@lashase price method.

Property and equipment (other than leased asst

Property and equipment are stated at cost. Degti@eiis computed principally by the
declining-balance method over the estimated usets of the respective assets, except
for buildings (other than facilities attached talthngs) acquired on or after April 1,
1998 and facilities attached to buildings and s$tmes acquired on or after April 1, 2016,
which are depreciated by the straight-line methothe range of estimated useful lives
is principally from 2 to 60 years for buildings asiuctures, and from 2 to 20 years for
tools, furniture and fixtures.

Leased assets

Leased assets arising from finance lease transaatibich do not transfer ownership to
the lessee are depreciated to a residual valueroflzy the straight-line method using
the contract term as the useful life.

Finance lease transactions which do not transfeeoship to the lessee and commenced
prior to April 1, 2008, were accounted for as ofiagaleases.

Allowance for doubtful receivables

Allowance for doubtful receivables is provided at amount calculated based on
historical experience of bad debts on ordinaryived®es, plus an additional estimate of
probable specific bad debts from customers expangrfinancial difficulties.

Provision for bonuses

Provision for bonuses is provided at the estimaredunt of bonuses to be paid to the
employees in the following year which has beencalled to the current consolidated
fiscal year.
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(k)
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EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coathu

Summary of Significant Accounting Policies (comiued)
Net defined benefit liability

The Company and most consolidated subsidiaries Hefieed benefit pension plans,
retirement benefit plans and defined contributiemgon plans covering substantially
all employees.

Net defined benefit liability is provided based the amount of the projected benefit
obligation after deducting the pension plan asaetir value at the year-end. The
retirement benefit obligation is attributed to egsriod by the benefit-formula basis
over the estimated remaining years of service ®fligible employees.

Prior service cost is amortized by the straight-lmethod over a period of 10 years,
which falls within the estimated average remainyegrs of service of the eligible
employees.

Actuarial gain or loss is amortized in the yeatdwing the year in which the gain or
loss is recognized, principally by the straighelimethod over a period of 10 years,
which falls within the estimated average remainyegars of service of the eligible
employees.

Some consolidated subsidiaries apply the simplifieethod to calculated retirement
benefit liabilities and retirement benefit expensdsere the net defined liability is based
on the amount which would be payable at year eatl &ligible employees terminated
their service voluntarily.

Provision for point card certificates

Provision for point card certificates is provideadaa estimate of the total cost expected
to be incurred subsequent to the balance sheetbdated on the historical data of
utilization of points by customers.

Provision for merchandise warranties

Provision for merchandise warranties is provideghag¢stimate of the total cost expected
to be incurred at the balance sheet date duringdineanty period based on the historical
data for repair expenses.

Income taxes

Income taxes are calculated based on taxable in@rdecharged to income on an
accrual basis. Certain temporary differences édsieen taxable income and income
reported for financial statement purposes whiclereimto the determination of taxable
income in a different period. The Group has recgh the tax effect of such
temporary differences in the accompanying constdatiéinancial statements.
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2.

EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coathu

Summary of Significant Accounting Policies (comued)

(m) Derivatives and hedging activities

(n)

(0)

Derivatives positions are carried at fair valuehwaéiny changes charged to income,
except for those which meet the criteria for defefredge accounting under which
unrealized gain or loss is deferred.

The Company enters into interest-rate swap costfactertain long-term loans to avoid
the risk arising from fluctuation in interest rate.

If interest-rate swap contracts are used as hemlggsneet certain hedging criteria, the
net amounts to be paid or received under the isiteate swap contracts are added to or
deducted from the interest on certain long-ternmsofor which the swap contracts are
executed (“Special treatment”).

Per share information

Basic profit attributable to owners of parent peare is computed based on the profit
attributable to shareholders of capital stock dmedvteighted-average number of shares
of capital stock outstanding during the year. [@tuprofit attributable to owners of
parent per share assumes that outstanding corledsthds were converted into capital
stock at the beginning of the period at the curcentersion price, and stock acquisition
rights were exercised into capital stock at theetih issue at the average stock price.
Cash dividends per share presented in the acconmgacpnsolidated statement of
income are dividends applicable to the respecteary including dividends to be paid
after the end of such years.

The average number of shares of capital stock tssedmpute basic profit attributable
to owners of parent per share for the years endedivB1, 2020, and 2019 were 108,328
thousand and 110,522 thousand, respectively. illitevd potential of shares of capital
stock for the year ended March 31, 2020, and 204@ 2,984 thousand and 13,616
thousand, respectively.

Amounts per share of net assets are computed basié@ number of shares of capital
stock outstanding at the year-end. Amounts petesbianet assets at March 31, 2020
and 2019 were ¥1,685.50 ($15.49) and ¥1,601.58¢ctsely.

Distribution of retained earnings

Under the Corporation Law of Japan (the “Law”), thstribution of retained earnings

with respect to a given financial period is maderésolution of the shareholders at an
annual meeting held subsequent to the close dirtaacial period. The accounts for

that period do not, therefore, reflect such disiiitms (see Note 22. “Subsequent
Events”).
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EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coatihu

2.  Summary of Significant Accounting Policies (comiued)

(p) Accounting standards issued but not yet effecte

“Accounting Standard for Revenue Recognition” Aatig Standards Board of Japan

(the “ASBJ”) (ASBJ Statement No0.29, issued on Me&86h2020)

“Implementation Guidance on Accounting Standard Rewvenue Recognition” (ASBJ

Guidance No.30, issued on March 30, 2020)

“Implementation Guidance on Disclosures about Nalue of Financial Instruments”

(ASBJ Guidance No. 19, issued on March 31, 2020)

(1)

(2)

3)

Overview

The International Accounting Standards Board (th®SB”) and the Financial
Accounting Standards Board (the “FASB”) in the @ditStates jointly developed
comprehensive accounting standards for revenuegn#ean and published
“Revenue from Contracts with Customers” (IFRS 15@ IASB and Topic 606 in
the FASB) in May 2014. Given that IFRS 15 will applied from fiscal years
beginning on or after January 1, 2018, and thatcTe@6 will be applied from fiscal
years beginning after December 15, 2017, the AZBJdeveloped comprehensive
accounting standards for revenue recognition asde$ them together with the
Implementation Guidance.

The basic policy of the ASBJ in developing accauptstandards for revenue
recognition is thought to be setting accountingqidsads, with the incorporation of

the fundamental principles of IFRS 15 as a starpomt, from a standpoint of

comparability between financial statements, whgcbrie of the benefits of ensuring
consistency with IFRS 15, and to add alternativeoanting treatments without

losing comparability if there is an item that shibbé taken into account in practices,
etc. that have been conducted in Japan.

Scheduled date of adoption

The Company expects to adopt the accounting stdndad implementation
guidance from the beginning of the fiscal year egdvlarch 31, 2022.

Impact of adopting revised implementation guidance

The Company is currently evaluating the effecthaf adoption of this accounting
standard and implementation guidance on its catei@ld financial statements.
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EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coatihu

2.  Summary of Significant Accounting Policies (comiued)

(p) Accounting standards issued but not yet effeate (continued)

“Accounting Standard for Fair Value MeasurementS@V Statement No.30, issued on Jdly

2019)

“Accounting Standard for Measurement of Inventdr{@SBJ Statement No.9, issued on July 4,

2019)

“Accounting Standard for Financial Instruments” &35 Statement No.10, issued on July 4,

2019)

“Implementation Guidance on Accounting Standard Fair Value Measurement” (ASBJ

Guidance No.31, issued on July 2019)

“Implementation Guidance for Disclosures about Ré&ilue of Financial Instruments” (ASBJ

Guidance No. 19, issued on March 31, 2020)

(1)

(2)

3)

Overview

The ASBJ tried ensuring consistency between Japastaadards and international
standards mainly for guidance and disclosures tmated fair value of financial
instruments and issued “Accounting Standard for Nalue Measurement”, etc.
based on the fact that the IASB and the FASB irihiéed States had already issued
almost identical detailed guidance on fair valueasugement (issued as IFRS 13
“Fair Value Measurement” by the IASB and Topic 8Eair Value Measurement”
in the Accounting Standards Codification by the BAS

As the basic policy in developing accounting stadddor fair value measurement,
the ASBJ incorporated basically all of the mattdedined in IFRS 13 from a
standpoint of increasing comparability of finan@gtdtements among domestic and
foreign companies by using a unified measuremerthode Furthermore, the
ASBJ defined alternative accounting treatment ® itidividual matters without
impairing comparability considering related to aoaiing practices, etc. common
in Japan.

Scheduled date of adoption

The Company expects to adopt the accounting stdndad implementation
guidance from the beginning of the fiscal year egdMarch 31, 2022.

Impact of adopting revised standards and implentientguidance.

The Company has not determined the effect of theowading standards and
implementation guidance on its consolidated finalnsiatements.
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EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coatihu

2.  Summary of Significant Accounting Policies (comiued)

(p) Accounting standards issued but not yet effeate (continued)

“Accounting Standard for Disclosure of Accountingtithates” (ASBJ Statement No.31, issued

on March 31, 2020)

1)

(2)

Overview

The ASBJ was requested to consider “sources aghastin uncertainty,” which are
required by the IASB, as stipulated in Internatiodacounting Standard 1
“Presentation of Financial Statements” (“IAS 1"yaagraph 125 issued by the IASB
in 2003. Such requests encouraged the ASBJ toidaynsequirements for
disclosures on “sources of estimation uncertaiimtyhe notes as useful information
for users of financial statements, and as a reth@tASBJ developed and issued an
accounting standard for disclosures on accountistimates (“the accounting
standard”).

As the basic policy in developing the accountiranpdard, which references IAS 1,
paragraph 125, the ASBJ outlined the guiding pplec(purpose of disclosures)
instead of expanding individual notes and entidieermine the specific contents of
disclosures in accordance with the purpose of assrks.

Scheduled date of adoption

The Company expects to adopt the accounting stdrfdamn the end of the fiscal
year ending March 31, 2021.

Accounting Policy Disclosures, Accounting Changrd &rror Corrections (ASBJ Statement

No.24, issued on March 31, 2020)

(1)

Overview

Under the proposal to consider the expansion ofntites about “principles and
procedures of accounting treatment adopted int&ts of uncertainty of related
accounting standards,” the ASBJ made the necessangions and issued
accounting standard for accounting policy disclesuaccounting changes and error
corrections.

In considering the notes on “principles and procedwf accounting treatment
adopted in situations of uncertainty of relatedoacting standards,” the provisions
of “Annotations to Corporate Accounting Principléblotes 1-2) were incorporated
so as to be consistent with conventional accounpiragtices when the related
accounting standards are clear.
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EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coatihu

2.  Summary of Significant Accounting Policies (comiued)
(p) Accounting standards issued but not yet effeate (continued)
(2) Scheduled date of adoption

The Company expects to adopt the accounting stdndad implementation
guidance from the end of the fiscal year endingdiéd1, 2021.

(gq) Additional information

The Japanese government declared a state of emgrge\pril 7, 2020 in response to
the spread of COVID-19 and restrictions have beadwally lifted until May 25, 2020.

There is a risk that the Group will experience alide in sales since restrictions on
business operations in certain stores were impdresiness hours were shortened and
the number of customers visiting its stores de@@akiring the period under a state of
emergency.

The Group makes accounting estimates in determithiegealizability of deferred tax
assets and impairment tests of goodwill and targibkets based on the assumption that
the impact from the spread of COVID-19 will contnduring the first quarter of the
next fiscal year (from April 1, 2020 to June 302@pfollowed by a gradual recovery.

The Group made estimates based on the currentiiablsinformation, however due to
uncertainties over the economic circumstances ftben spread of COVID-19, its
financial condition and business performance magftezted if there is a change in the
assumption shown above.
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EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coathu

3. Investment in Securities andnvestment in Affiliates

(a) Information regarding investment in securities sifsd as other securities inclusive of
marketable securities at March 31, 2020, and 20d®summarized as follows:

Millions of yen

2020 2019
Carrying Acquisition  Unrealized Carrying Acquisition Unrealized
value costs gain (loss) value costs gain (loss)
Securities whose carrying
value exceeds their
acquisition costs:
Equity securities ¥ 461 ¥ 294 ¥ 167 ¥ 881 ¥ 632 ¥ 249
Subtotal ¥ 461 ¥ 294 ¥ 167 ¥ 881 ¥ 632 ¥ 249
Securities whose carrying
value does not exceed
their acquisition costs:
Equity securities ¥ 919 ¥1,410 ¥ (491) ¥ 812 ¥ 1,141 ¥(329)
Subtotal ¥ 919 ¥ 1,410 ¥ (491) ¥ 812 ¥ 1,141 ¥(329)
Total (*a) ¥ 1,380 ¥ 1,704 ¥ (324) ¥1693 ¥1,773 ¥ (80)

Thousands of U.S. dollz

202(
Carrying  Acquisition  Unrealized
value costs gain (loss)
Securities whose carrying
value exceeds their
acquisition costs:
Equity securities $ 4,236 $ 2,701 $ 1,535
Subtotal $ 4,236 $ 2,701 $ 1,535
Securities whose carrying
value does not exceed
their acquisition costs:
Equity securities $ 8,444 $ 12,956 $(4,512)
Subtotal $ 8,444 $ 12,956 $(4,512)
Total (*a) $12,680 $ 15,657 $(2,977)

Notes:

(*a) Because no quoted market price is availabld #nis extremely difficult to
determine the fair value, unlisted equity secwsitiee not included in the preceding
table. The carrying values of such unlisted eqsigurities amounted to ¥47
million ($432 thousand) and ¥47 million as of Mar8k, 2020, and 2019,
respectively.
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EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coathu

3. Investment in Securities andnvestment in Affiliates (continued)

(b) Proceeds from sales of and gross realized gaintloer gecurities for the fiscal years
ended March 31, 2020, and 2019 are as follows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Proceeds from sales ¥ 16 ¥ 19 $ 147
Gross realized gain 0 0 0

(c) Losses on devaluation of investment in securitfe$58 million ($487 thousands) and
¥0 million were recognized in “Other” in the condalted statements of income for the
years ended March 31, 2020, and 2019, respectivélreover, losses on devaluation
of investment in affiliates were nil for the yearsded March 31, 2020, and 2019.

4. Revaluation Reserve for Land

The Company revaluated land held for businessinsscordance with the “Law on Land
Revaluation” at March 28 and March 31, 2002. Dédfeces on land revaluation have been
accounted for as “Revaluation reserve for land”armuet assets at the net amount of the
relevant tax effect. The method followed in detaing the land revaluations was in
accordance with the “Enforcement Act Concerningd_Revaluation.” The carrying value
of this land exceeded its fair value by ¥8,186iomll($75,218 thousand) and ¥8,853 million
at March 31, 2020 and 2019, respectively, of whactertain portion of this land, in the
amount of ¥ 1,858 million ($17,072 thousand) and &2 million, corresponded to real estate
for lease at March 31, 2020, and 2019, respectively
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EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coathu

5. Asset Retirement Obligations

Asset retirement obligations mainly consist of oestion costs related to lease contracts for
stores and rental property.

The amount of asset retirement obligations is d¢aled by the estimated useful life according
to the terms of the agreement or mostly 15 yearth@ case of agreements under the former
Act on Land and Building Leases) using discourggsatinging from 0% to 2.8%.

Changes in asset retirement obligations duringydaes ended March 31, 2020, and 2019
were as follows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Balance at the beginning of the year ¥ 7,909 ¥ 7,579 $ 72,673
Liabilities incurred due to the acquisition
of property and equipment 914 356 8,398
Accretion expense 89 97 818
Liabilities settled (70) (123) (643)
Balance at the end of the year ¥ 8,842 ¥ 7,909 $ 81,246

6. Investment and Rental Property

The Company and certain consolidated subsidianagsstore properties including buildings
and land for rent mainly in the main cities of Csakichi, and other prefectures. Net rental
income for these properties was recognized in theuat of ¥271 million ($2,490 thousand)
and ¥298 million for the years ended March 31, 208t 2019, respectively. Rental
income was included in net sales, and rental ex@gemgere mainly included in selling,

general and administrative expenses. Impairmen¢mtil property of ¥94 million ($864

thousand) and ¥1 million was recognized in impaitiess for the years ended March 31,
2020, and 2019, respectively.
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6.

EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coathu

Investment and Rental Property (continued)

The carrying value of rental property in the cormgated balance sheet, net change in the
carrying value and corresponding fair value of ehpsoperties were as follows:

Millions of yen

2020
Carrying Value Fair Value
March 31, 2019 Net change March 31, 2020 March 31, 2020
¥ 15,629 ¥(3,127) ¥ 12,502 ¥ 11,102
Millions of yen
2019
Carrying Value Fair Value
March 31, 2018 Net change March 31, 2019 March 31, 2019
¥ 16,389 ¥ (760) ¥ 15,629 ¥ 14,181
Thousands of U.S. dollars
2020
Carrying Value Fair Value
March 31, 2019 Net change March 31, 2020 March 31, 2020
$ 143,609 $(28,733) $ 114,876 $ 102,012

Notes:

1. The carrying value represents the acquisitiost tess accumulated depreciation and
accumulated impairment loss.

2. The main component of net change in the carryialge are the increases due to
acquisition of properties of ¥50 million ($459 tlsamd) and decreases due to sales of
¥2,812 million ($25,838 thousand) for the year ehdi#garch 31, 2020. The main
component of net change in the carrying value lageincreases due to acquisition of
properties of ¥37 million and decreases due tcssai®&530 million for the year ended
March 31, 2019.

3. The fair value was based on the real estateaeaps issued by the third-party

professional appraisers for main properties andrmali computations including the
adjustment by an index and others in accordance appraisal standards for other
properties.
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EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coathu

7. Short-Term Loans Payable, Long-Term Debt, and Lase Obligations

Short-term loans payable at March 31, 2020, cawisf bank overdrafts. The annual
average interest rates applicable to the short-teams payable were 0.33% and 0.22% for
the years ended March 31, 2020 and 2019, respbctive

Long-term debt at March 31, 2020, and 2019 corsigtehe following:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Zero coupon unsecured convertible bonds
(with stock acquisition rights) due October 1, 2021 ¥ 80 ¥ 580 $ 735
Zero coupon unsecured convertible bonds
(with stock acquisition rights) due June 19, 2025 15,038 15,045 138,179
Unsecured loans principally from banks and
insurance companies with an average interest rate
of 0.32% 41,071 43,117 377,387
Long-term loans with an interest rate of 2.06% 735 852 6,753
56,924 59,594 523,054
Less: Current portion of long-term loans payable (3,107) (2,959) (28,549)
¥ 53,817 ¥ 56,635 $ 494,505

Zero coupon unsecured convertible bonds (with semxjuisition rights) issued on October
3, 2014, are convertible at ¥872.6 ($8.02) peresirathe period from October 17, 2014, to
September 17, 2021 subject to adjustment in cectedomstances.

Zero coupon unsecured convertible bonds (with semtjuisition rights) issued on June 19,
2015, are convertible at ¥1,207.7 ($11.10) pereshrathe period from July 3, 2015, to June
5, 2025 subject to adjustment in certain circuntsan

The aggregate annual maturities of long-term Igeysbles subsequent to March 31, 2020,
were summarized as follows:

Thousands of

Year ending March 31, Millions of yen U.S. dollars
2021 ¥ 3,107 $ 28,549
2022 2,408 22,126
2023 10,110 92,897
2024 10,641 97,776
2025 1,974 18,138
2026 and thereafter 13,566 124,654

Total ¥ 41,806 $ 384,140
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7. Short-Term Loans Payable, Long-Term Debt and Lese Obligations (continued)

The average interest rates applicable to the lebBgations under current liabilities and
long-term liabilities were 2.76% and 3.06% at MaBdh 2020, and 2019, respectively.

The aggregate annual maturities of lease obligatsubsequent to March 31, 2020 were
summarized as follows:

Thousands of

Year ending March 31, Millions of yen U.S. dollars
2021 ¥ 237 $ 2,178
2022 241 2,214
2023 247 2,270
2024 245 2,251
2025 235 2,159
2026 and thereafter 1,168 10,733

Total ¥ 2,373 $ 21,805

The assets pledged as collateral for notes anduatspayable-trade of ¥50 million ($459
thousand), long-term loans and the current podfdong-term loans of ¥735 million ($6,754
thousand) and guarantee deposits from lesseegl@ttlin other (long-term liabilities) of
¥516 million ($4,741 thousand) was as follows:

Thousands of

Millions of yen U.S. dollars
Merchandise and products ¥ 38 $ 349
Land 874 8,031
Buildings and structures — net of
accumulated depreciation 1,367 12,561
Total ¥ 2,279 $ 20,941

In order to achieve more efficient and flexibledfiting, the Group has concluded bank
overdraft agreements with 20 banks and line-ofitragreements with 10 banks. Total

committed lines of credit under such agreementsuaieal to ¥110,600 million ($1,016,264

thousand) and full amount was available as of M&d;2020.
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8. Retirement Benefit Plans

The Company and most consolidated subsidiaries Hafieed benefit pension plans and
defined contribution pension plans covering sulisty all employees.

Under most circumstances, employees terminatingr ttmployment are entitled to
retirement benefits determined based on the rapayfat the time of termination, years of
service and certain other factors. Such retirerhentfits are made in the form of a lump-
sum payment from the Company and the consolidatedidiaries and annuity payments
from a trustee. In addition to the retirement biéneans described above, the Company
and certain consolidated subsidiaries pay additioairement benefits under certain
conditions.

In addition, certain consolidated subsidiaries ppple simplified method to calculated
retirement benefit liabilities and retirement beneéxpenses, where the required
contributions to the pension fund are accounte@dsaretirement benefit expenses.

Moreover, since the current fiscal year, the Corggeas participated in the multi -employer
pension plan as a funded retirement benefit planfifeed-term employees (contract
employees, temporary employees and part-time erapgyetc.). When the pension assets
held by the multi-employer pension plan correspogdio the Company’s contribution
cannot be reliably determined, the accounting ineat applied is the same as that for a
defined contribution plan.

(a) Defined benefit plan (excluding simplified metbd)

The changes in the retirement benefit obligatiomnduthe years ended March 31, 2020,
and 2019 are as follows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Retirement benefit obligation at
the beginning of the year ¥ 14,960 ¥ 15,277 $ 137,462
Service cost 365 379 3,354
Interest cost 29 30 266
Actuarial gain and loss 39 66 358
Retirement benefit paid (756) (792) (6,946)
Retirement benefit obligation at
the end of the year ¥ 14,637 ¥ 14,960 $ 134,494
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8. Retirement Benefit Plans (continued)
(a) Defined benefit plan (excluding simplified metbd) (continued)

The changes in plan assets at fair value duringehes ended March 31, 2020, and 2019
are as follows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Plan assets at fair value at the
beginning of the year ¥ 6,683 ¥ 6,791 $61,408
Expected return on plan assets 120 95 1,103
Actuarial loss (193) 4) (1,773)
Contribution by the Company 187 188 1,718
Retirement benefit paid (411) (388) 3,777)
Plan assets at fair value at the end
of the year ¥ 6,386 ¥ 6,682 $ 58,679

The balances of retirement benefit obligation alath pssets at fair value and liabilities
and assets recognized in the consolidated baldweat at March 31, 2020, and 2019 are

as follows:
Thousands of
Millions of yen U.S. dollars
2020 2019 2020
Funded retirement benefit obligation ¥ 7,944 ¥ 8,073 $ 72,995
Plan assets at fair value (6,386) (6,682) (58,679)
1,558 1,391 14,316
Unfunded retirement benefit obligation 6,693 6,887 61,499
Net defined benefit liability in the
balance sheet 8,251 8,275 75,815
Liabilities for retirement benefit 8,251 8,275 75,815
Net defined benefit liability in the
balance sheet ¥ 8,251 ¥ 8,278 $ 75,815
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Retirement Benefit Plans (continued)
Defined benefit plan (excluding simplified metbd) (continued)

The components of retirement benefit expense ®ydars ended March 31, 2020, and
2019 are as follows:

Thousands ¢

Millions of yen U.S. dollars
202( 201¢ 202(
Service co¢ ¥ 365 ¥ 37¢ $ 3,354
Interest co: 29 30 266
Expected return on plan as¢ (220 (95) (1,109
Amortization of actuarial lo: 25¢ 46€ 2,38(
Amortization of prior service cost (364 (364 (3,344)
Retirement benefit expense ¥ 169 ¥ 41€ $ 1553

The components of remeasurements of defined bepédits included in other
comprehensive income (before tax effect) for thergended March 31, 2020, and 2019
are as follows:

Thousands ¢

Millions of yen U.S. dollars
202( 201¢ 202(
Prior service co ¥ (364 ¥ (364 $ (3,344)
Actuarial loss 27 39¢ 24¢
Total ¥ (337) ¥ 32 $(3,0¢6)

The components of remeasurements of defined begiafis included in accumulated
other comprehensive income (before tax effect)fadarch 31, 2020, and 2019 are as

follows:
Thousands ¢

Millions of yen U.S. dollars
202( 201¢ 202(
Unrecognized prior service ¢ ¥ 13¢ ¥ 50¢ $ 1,27
Unrecognized actuarial loss (2,110 (2,137 (19,388)
Total ¥ (1972) ¥ (1,634 $(18,11))

The components of plan assets, by major categsty percentage of total plan assets as
of March 31, 2020, and 2019 are as follows:

202( 201¢
Bond: 25% 26%
Stock: 10 13
General accour 58 58
Othel 7 3
Total 100% 100%
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8. Retirement Benefit Plans (continued)

(a) Defined benefit plan (excluding simplified metbd) (continued)
The expected long-term rate of return on plan assetdetermined as a result of
consideration of both the portfolio allocation a¢gent and in the future and long-term

expected rate of return from multiple plan asseesent and in the future.

The assumptions used in accounting for the abauesphere as follows:

2020 2019
Discount rates 0.1%-0.2% 0.1%-0.2%
Expected long-term rates of return on plan
assets 0.7% 1.8%
Expected rates of salary increase 1.7% 2.2%
Note:

In addition to the above, the Company and certaimsclidated subsidiaries charged
contributions of ¥2,256 million ($20,730 thousaraid ¥2,232 million to the defined
contribution pension plans to income for the yesnded March 31, 2020, and 2019,
respectively.

(b) Defined benefit plan (simplified method)

The changes in plan assets at fair value duringyéae ended March 31, 2020 is as
follows:

Thousands of
Millions of yen  U.S. dollars

2020 2020
Plan assets at fair value at the
beginning of the year ¥ - $ -
Increase from acquiring new
consolidated subsidiaries 42 386
Retirement benefit expense (15) (138)
Retirement benefit paid S 46
Plan assets at fair value at the end
of the year ¥ 32 $ 294
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8. Retirement Benefit Plans (continued)
(b) Defined benefit plan (simplified method) (contiued)

The balances of retirement benefit obligation alath pssets at fair value and liabilities
and assets recognized in the consolidated baldeat at March 31, 2020, and 2019 are

as follows:
Thousands of
Millions of yen U.S. dollars
2020 2020
Funded retirement benefit obligation ¥ 230 $ 2,113
Plan assets at fair value (262) (2,407)
(32) (294)
Unfunded retirement benefit obligation - -
Net assets for retirement benefit in the
balance sheet (32) (294)
Assets for retirement benefit (32) (294)
Net assets for retirement benefit in the
balance sheet ¥ (32) $ (294)

Thousands of
Millions of yen U.S. dollars
2020 2020

Retirement benefit expense calculated by
simplified method ¥ 15 $ 138

(c) Multi-employer pension plan
The Com

pany paid contributions of ¥269 million ($2,472 tlsand) to the multi-employer
pension plan, which were accounted in the sameasdlye defined contribution pension

plan for the year ended March 31, 2020.

The recent funding status of multi-employer plantfe year ended March 31, 2020 is

as follows:
Thousands of
Millions of yen U.S. dollars
2020 2020
Plan assets ¥ 33,945 $ 311,908
Total of the amount of actuarial obligations
under pension funding program and
minimum policy reserves (32,959) (302,848)
¥ 986 $ 9,060

Difference
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8. Retirement Benefit Plans (continued)

(c) Multi-employer pension plan (continued)

Ratio of Group contributions to total contributianghe multi-employer pension plan is
1.9% in 2020. This ratio does not necessarilyeaspond to the actual contribution

ratio of the Group.

The main component of the difference is retainechiegs of ¥352 million ($3,234

thousand) and general reserve of ¥634 million @ ®ousand) for the ended March

31, 2020.

The carryover deficit in pension funding prograntl e dealt with by methods such as

raising the special contribution ratio as necesbased on the fiscal recalculation.

9. Income Taxes

Income taxes applicable to the Group comprise catjpm tax, inhabitants’ taxes and

enterprise taxes which, in the aggregate, result¢ide statutory tax rates of 30.6% for the

years ended March 31, 2020, and 2019.

The effective tax rates for the years ended Marth2®20 and 2019 differed from the

corresponding statutory tax rates for the followiagsons:

2020 2019
Statutory tax rates: 30.6% 30.6%
Expenses not deductible for income tax purposes 0.2 0.2
Inhabitants’ per capita taxes 2.8 2.2
Change in valuation allowance (11.2) (0.4)
Surcharge refund (2.3) -
Other, net (1.4) 0.5
Effective tax rates 18.7% 33.1%
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9. Income Taxes (continued)

Deferred income taxes reflect the net tax effecthef temporary differences between the
carrying amounts of the assets and liabilitiesudated for financial reporting purposes and
the corresponding tax bases reported for incomeutgroses. The significant components
of the deferred tax assets and liabilities of theup at March 31, 2020, and 2019 were
summarized as follows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Deferred tax assets:
Depreciation ¥ 2,205 ¥ 1,987 $ 20,261
Provision for bonuses 1,690 1,623 15,529
Impairment loss 6,781 8,618 62,308
Net defined benefit liability 2,555 2,565 23,477
Provision for point card certificates 3,403 3,198 31,269
Provision for merchandise warranties 2,879 2,918 26,454
Unrealized loss on revaluation of land
acquired by merger 1,502 1,548 13,801
Asset retirement obligations 2,744 2,458 25,214
Net operating tax loss carryforwards (Note) 267 317 2,453
Other 4,850 5,234 44,565
Total gross deferred tax assets 28,876 30,466 265,331
Valuation allowance for net operating loss
carryforwards (Note) (233) (84) (2,141)
Valuation allowance for deductible
temporary differences (4,831) (6,415) (44,390)
Total valuation allowance (5,064) (6,499) (46,531)
Total deferred tax assets 23,812 23,967 218,800
Deferred tax liabilities:
Asset retirement obligations (800) (664) (7,351)
Unrealized holding gain on other securities (58) (72) (533)
Other (848) (551) (7,792)
Total deferred tax liabilities (1,706) (1,287) (15,676)
Net deferred tax assets ¥ 22,106 ¥22,680 $ 203,124
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9. Income Taxes (continued)

(Note) A breakdown of net operating loss carryfagaand valuation allowance by expiry
date as of March 31, 2020 is as follows:

Millions of yen

Expiration schedule as of 2026 and

March 31, 2020 2021 2022 2023 2024 2025 thereafter  Total

Net operating loss

carryforwards (*1), (*2) - - ¥9 ¥ 50 ¥ 17 ¥ 191 ¥ 267
Valuation allowance - - 3) (46) a7 (167) (233)
Deferred tax assets - - 6 4 - 24 34

Thousands of U.S. dollars

Expiration schedule as of 2026 and

March 31, 2020 2021 2022 2023 2024 2025 thereafter Total

Net operating loss

carryforwards (*1), (*2) - - $83 $459 $ 156 $35  $2,453
Valuation allowance - - (28) (422) (156) (1,535) ,14)
Deferred tax assets — - 55 37 - 220 312

(*1) The amount is determined by multiplying therresponding net operating loss
carryforwards and the effective statutory rate.

(*2) Deferred tax assets were recorded in the amofu¥34 million ($312 thousand) for net
operating loss carryforwards in the amount of ¥&8llion ($2,453 thousand). This
resulted from net loss before income tax recordeddme subsidiaries, and it is more
likely than not believed that there will be suféinot taxable income to realize these
deferred tax assets.

10. Financial Instruments
Overview
(a) Policy for financial instruments

The Group manages its funds by investing in shamtdeposits and safe financial
assets. In consideration of plans for capital stweent, the Group finances necessary
funds mainly by bank borrowings, bond issuancesl atmer means. The Group
utilizes derivatives to avoid the risk of fluctu@tiin market interest rates.

(b) Types of financial instruments, related risks ad risk management

Trade receivables, notes and accounts receivahles,exposed to credit risk of
customers. To respond to this risk, the Group mesasettlement due dates and
balances of each customer and monitors the finlhoomditions of customers when
appropriate.
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Financial Instruments (continued)

(b) Types of financial instruments, related risks ad risk management (continued)

(€)

Securities and investments in securities inclusiaeketable securities are mainly shares
of companies with which the Group has businesstioelships. Securities and
investments in securities inclusive marketable gtes which have market price are
subject to the risk of market price fluctuationdon-marketable securities are exposed
to the risk of impairment due to the decline in timancial results of the issuers. To
correspond to this risk, the Group periodically mans their market values and
corporate values and reports information to mestioigthe Board of Directors if the
Group identifies significant fluctuations.

Trade payables, notes and accounts payable, ateeallithin one year.

Short-term loans payable is mainly utilized for iness operations of the Group and
long-term loans are mainly utilized for capital @stments. Loans with floating rates
are exposed to the risk of fluctuation of intereges. Certain long-term loans are
hedged by utilizing derivative transactions, sushirderest rate swap agreements, to
avoid the risk of fluctuation of interest rates dndthe interest rates. Effectiveness
testing for hedging instruments and hedged itenosnigted because the conditions are
satisfied which allow the Group to account for thasyif the interest rates applied to the
interest-rate swap agreements had originally agpbehe underlying loans.

The execution and control of derivative transaciofthe Group are made in accordance
with internal policy including the authorizationgmess. In addition, to mitigate the
risk of counterparty nonperformance, the Group enit@o transactions only with the
financial institutions with high credit ratings.

In addition, trade payables and loans are expaskqlidity risk. This risk is managed

by the adoption of a cash management system iGtbep.

Supplementary explanation of fair value of finacial instruments

The fair value of financial instruments is basedtair quoted market price, if available.
When there is no quoted market price available, falue is reasonably estimated.

Since various assumptions and factors are reflectestimating the fair value, different
assumptions and factors could result in differantvalue.
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10. Financial Instruments (continued)

(d) Estimated fair value of financial instruments

Carrying value, estimated fair value and the difexe between them of financial
instruments on the consolidated balance sheet &saoth 31, 2020 and 2019 were

shown in the following table.

The following tablgoes not include financial

instruments for which it is extremely difficult thetermine the fair value. (Please refer

to (2) below).

Millions of yen

2020 2019
Carrying  Estimated Carrying  Estimated
value fair value  Difference value fair value Difference
Assets:

Cash and cash

equivalents ¥ 15975 ¥ 15,975 ¥ — ¥ 9,036 ¥ 9,036 ¥ -
Notes and accounts

receivable-trade 33,666 33,666 - 36,339 36,339 -
Investment in securities,

inclusive marketable

securities:

Other securities 1,380 1,380 - 1,693 1,693 —
Total assets ¥ 51,021 ¥ 51,021 ¥ - ¥ 47,068 ¥ 47,068 ¥ -
Liabilities:

Notes and accounts
payable-trade ¥ 34,435 ¥ 34,435 ¥ — ¥ 31,140 ¥ 31,140 ¥ -
Short-term loans payable 70 70 - 1,040 1,040 -
Long-term debt:
Convertible bonds
(with stock
acquisition rights) 15,118 15,078 (40) 15,625 16,143 518
Long-term loans (*1) 41,806 42,196 390 43,969 44,381 412
Lease obligations (*1) 2,373 2,564 191 2,100 2,301 201
¥ 93,802 ¥ 94,343 ¥ 541 ¥ 93,874 ¥ 95,005 ¥1,131

Total liabilities

Notes:

(*1) Long-term loans and lease obligations incldde Current portion of long-term
loans payable and lease obligations, respectively.
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10. Financial Instruments (continued)

(d) Estimated fair value of financial instruments ¢€ontinued)

Assets:
Cash and cash equivalents
Notes and accounts receivable-
trade
Investment in securities,

inclusive marketable securities:

Other securities
Total assets

Liabilities:
Notes and accounts payable-
trade
Short-term loans payable
Long-term debt:
Convertible bonds
(with stock acquisition rights)
Long-term loans (*1)

Lease obligations (*1)
Total liabilities

Notes:

Thousands of

U.S. dollars
2020
Carrying Estimated
value fair value Difference
$ 146,789 $ 146,789 $ -
309,345 309,345 -
12,680 12,680 -
$ 468,814 $ 468,814 $ -
$ 316,411 $ 316,411 $ -
643 643 -
138,914 138,546 (368)
384,140 387,724 3,584
21,805 23,560 1,755
$ 861,913 $ 866,884 $ 4,971

(*1) Long-term loans and lease obligations incltieecurrent portion of long-term loans

payable.
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10. Financial Instruments (continued)
(d) Estimated fair value of financial instruments ¢€ontinued)

(1) Methods to determine the estimated fair valtiinancial instruments and other
matters related to securities and derivative tretisas:

Assets
Cash and cash equivalents and notes and accouaigaiele-trade:

Because these items are settled in a short timedpdheir carrying value
approximates fair value.

Investment in securities:

The fair values of stocks are based on quoted rharlees. Refer to Note 3.
“Investment in securities and Investment in affés for further information
on securities by holding purpose.

Liabilities
Short-term loans payable and notes and accounébfgirade:

Because these items are settled in a short timedpdheir carrying value
approximates fair value.

Convertible bonds (with stock acquisition rights):
All bonds are valued at market price.
Long-term loans:

The fair value of long-term loans is based on tresent value of the total of
principal and interest discounted by the interat to be applied assuming that
new loans under similar conditions to existing ane made.

Certain long-term loans with floating interest sateere hedged by interest rate
swap agreements and accounted for as loans wét firterest rates. The fair
value of those long-term loans hedged by the swapements is based on the
present value of the total principal, interest aed cash flows of the swap
agreements discounted by the interest rates tqpked assuming that new
loans under similar conditions to the existing lane made.
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10. Financial Instruments (continued)
(d) Estimated fair value of financial instruments ¢€ontinued)

(1) Methods to determine the estimated fair valtiinancial instruments and other
matters related to securities and derivative tretias (continued)

Lease obligations:

The fair value of lease obligations is based onpitesent value of the total of
principal and interest discounted by the interat to be applied if similar new

lease agreements are made.
Derivative transactions:
Refer to Note 11. “Derivatives.”

(2) Financial instruments for which it is extremeijficult to determine the fair value
at March 31, 2020 and 2019

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Unlisted stocks ¥ 47 ¥ 47 $ 432
Investment in affiliates 893 880 8,205
Guarantee deposits 26,094 25,346 239,768

Because no quoted market price is available as@éitremely difficult to determine
the fair value, the above financial instruments aoé included in the preceding

table.
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10. Financial Instruments (continued)
(d) Estimated fair value of financial instruments ¢€ontinued)

(3) Redemption schedules for cash and cash eqoigaland notes and accounts
receivable — trade with maturity dates at MarchZ820 and 2019 were as follows:

Millions of yen

2020
Due after Due after
Due in 1year 1 yearthrough 5 yearsthrough Due after 10
or less 5 years 10 years years
Cash and cash equivalents ¥ 13,467 ¥ — ¥ - ¥ —
Notes and accounts
receivable- trade 33,666 - - -
¥ 47,133 ¥ — ¥ — ¥ —
Millions of yen
2019
Due after Due after
Due in 1year 1 yearthrough 5 yearsthrough Due after 10
or less 5 years 10 years years
Cash and cash equivalents ¥ 3,423 ¥ — ¥ — ¥ —
Notes and accounts
receivable- trade 36,339 - - -
¥ 39,762 ¥ — ¥ — ¥ —
Thousands of U.S. dollars
2020
Due after Due after
Duein 1lyear 1 yearthrough 5 yearsthrough Due after 10
or less 5 years 10 years years
Cash and cash equivalents $ 123,743 $ - $ - $ -
Notes and accounts
receivable- trade 309,345 - - -
$ 433,088 $ - $ — $ —

Cash and cash equivalents in the table above diaciate cash on hand of ¥2,508

million ($23,046 thousand) and ¥5,613 million at rbta 31, 2020 and 2019,
respectively.

(4) Refer to Note 7. “Short-term loans payable, ¢-derm Debt and Lease
Obligations” for the redemption schedule for loegrt debt.
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11. Derivatives

Derivative transactions to which hedge accountngpiplied

Interest rate-related transactions:

Millions of yen

2020
Notional
amount
maturing in
Method of hedge Hedged Notional more than
accounting Transaction item amount one year Fair value
Special treatment Interest rate swap
for interest rate  Receive / floatin Long-term
: 9 loans
swap and pay / fixed ¥ 6,000 ¥ 6,000 *)
Millions of yen
2019
Notional
amount
maturing in
Method of hedge Hedged Notional more than
accounting Transaction item amount one year Fair value
Special treatment Interest rate swap
for interest rate  Receive / floatin Long-term
: 9 loans
swap and pay / fixed ¥ 6,000 ¥ 6,000 *)
Thousands of U.S. dollars
2020
Notional
amount
maturing in
Method of hedge Hedged Notional more than
accounting Transaction item amount one year Fair value
Special treatment  Interest rate swap
for interest rate ~ Receive / floating Llong-term
swap and pay / fixed  0%NS $55132  $ 55132 *)

Notes:

(*) Because interest rate swap agreements are aismbfor as if the contract rate applied to
the swap agreement had originally applied to th@edging long-term loans, their fair
values are included in those of the underlying g loans.

There are no derivative transactions to which heslgmunting is not applied for the
years ended March 31, 2020 and 2019.
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12. Contingent Liabilities

The Company was contingently liable for guarantéémnk borrowings made by an affiliate
in the aggregate amount of ¥1 million ($9 thousam) ¥12 million at March 31, 2020, and
2019, respectively.

13. Shareholders’ Equity

The Law provides that an amount equal to 10% oftheunt to be disbursed as distributions
of capital surplus (other than the capital researe) retained earnings (other than the legal
reserve) be transferred to the capital reservelantégal reserve, respectively, until the sum
of the capital reserve and the legal reserve e of the capital stock account. Such
distributions can be made at any time by resolutibthe shareholders, or by the Board of
Directors if certain conditions are met.

The legal reserve of the Company was nil at Marci2B20 and 20109.

Movements in capital stock and treasury sharethtoyears ended March 31, 2020 and 2019
were summarized as follows:

Number of share

2020
Notes April 1, 2019 Increase Decrease March 31, 2020
Capital stock 112,005,63 - - 112,005,63
Treasury shares (a) and (b) 754,339 4,886,298 666,000 4,974,637
Number of share
2019
Notes April 1, 2018 Increase Decrease March 31, 2019
Capital stock 112,005,63 - - 112,005,63
Treasury shares (c) and (d) 1,970,50! 1,551 1,217,71 754,33!

(a) The increase in treasury shares of 4,886,298 consghares for the year ended March
31, 2020 was due to the purchase of 4,882,900satlee Tokyo Stock Exchange based
on the resolution of the Board of Directors meetietd on June 27, 2019, the return of
1,400 shares of share-based compensation witHfeéramestriction by non-attainment of
condition, and the purchase of 1,998 fractionatesha

(b) The decrease in treasury shares of 666,000 consimares for the year ended March 31,

2020 was due to the share-based compensation @®8pmmon shares to directors
and officers and the exercise of stock acquisitights of 573,000 common shares.
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13. Shareholders’ Equity (continued)

Movements in stock acquisition rights during thangeended March 31, 2020 and 2019 were
summarized as follows:

Thousands of shares
2020
April 1, March 31,
2019 Increase  Decrease 2020

Stock acquisition rights attached to

convertible bonds due October 1,

2021 (Notes 1, 2 and 3) 657 8 573 92
Stock acquisition rights attached to

convertible bonds due June 19,

2025 (Notes 1 and 4) 12,270 150 - 12,420
12,927 158 573 12,512
Thousands of shares
2019
April 1, March 31,
2018 Increase  Decrease 2019

Stock acquisition rights attached to

convertible bonds due October 1,

2021 (Notes 1 and 2) 1,777 12 1,132 657
Stock acquisition rights attached to

convertible bonds due June 19,

2025 (Notes 1 and 4) 12,194 76 - 12,270
13,971 88 1,132 12,927

Notes:
1. Stock acquisition rights attached to convertilads were not accounted for separately.

2. The increase istock acquisition rights attached to convertibledsdue October 1,

2021 was due to the adjustment of the conversime pr
3. The decrease stock acquisition rights attached to convertibledsodue October 1,

2021 was due to the exercise of stock acquisiigins.
4. The increase in stock acquisition rights attddioeconvertible bonds due June 19, 2025

was due to the adjustment of the conversion price.

14. Cost of Sales

Losses on inventory valuation included in costalés was ¥165 million ($1,516 thousand)
and ¥22 million for the years ended March 31, 282@ 2019, respectively.
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15. Impairment Loss

The Group recognized impairment loss of ¥1,839ioml($16,898 thousand) and ¥1,082
million for the years ended March 31, 2020 and 20&8pectively, as follows:

2020
Use Classification Location
Store Buildings and structures, Land, ToolsyYamaguchi Prefecture and other

furniture and fixtures, and other
Rental property  Buildings and structures and Land  saka Prefecture and other

Other Tools, furniture and fixtures Aichi Prefedur
2019
Use Classification Location
Store Buildings and structures, Tools, Osaka Prefecture and other
furniture and fixtures, Land, and other
Rental property  Buildings and structures, Tools, Hyogo Prefecture
furniture and fixtures
Other Buildings and structures, Tools, Hiroshima Prefecture and other

furniture and fixtures, Land

The Group groups its property and equipment basestare as a basis of unit which is the

smallest identifiable group of assets that gensredsh flows that are largely independent of
the cash inflows from other assets or group oftassdt also groups assets which are not
currently utilized for its operations and are noticipated to be utilized in the future as idle

assets individually.

Impairment loss was recorded for the years endadiMzl, 2020 and 2019 as the assets and
asset groups listed above recorded consecutive yéaregative operating cash flows and
because their utilization in the future was noedeinable.

As a result, for the year ended March 31, 2020,Gheup reduced the book value of the
assets and asset groups listed above to theiratespeecoverable amounts and a loss on
impairment of store was recognized in the amou¥tl¢743 million ($16,016 thousand). In
addition, a loss on impairment of rental propergsw95 million ($873 thousand) and loss
on impairment of other was ¥1 million ($9 thousand)

For the year ended March 31, 2019, the Group retbiieebook value of the assets and asset
groups listed above to their respective recoveratmieunts and a loss on impairment of store
was recognized in the amount of ¥1,071 million. adidition, a loss on impairment of rental
property was ¥3 million and loss on impairment thfes was ¥8 million.
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15. Impairment Loss (continued)

For the years ended March 31, 2020 and 2019, teipal components of loss on
impairment by asset classification were buildingd atructures of ¥1,211 million ($11,127
thousand) and ¥821 million, tools, furniture anduies of ¥226 million ($2,077 thousand)
and ¥226 million, land of ¥366 million ($3,363 tlsaund) and ¥3 million, and other of ¥36
million ($331 thousand) and ¥32 million, respedijve

The recoverable amounts of asset groups are mekasiuitee higher of their net selling value

or value in use. The net selling value of sigaifit assets is based on professional
appraisals. Value in use is measured as the samtiocfpated future cash flows discounted
by weighted average costs of capital of 3.97% a@d% for the years ended March 31, 2020
and 2019, respectively.

16. Other Comprehensive Income

Reclassification adjustments and tax effects fmhesomponent of other comprehensive
income for the years ended March 31, 2020 and 2@&t8 as follows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Net unrealized loss on other securities:
Amount arising during the year ¥ (347) ¥ (564) $ (3,188
Reclassification adjustments 103 (0) 946
Before tax effect (244) (564) (2,242)
Tax effect 60 172 551
Total (184) (392) (1,691)
Remeasurements of defined benefit plans:
Amount arising during the year (232) (70) (2,132)
Reclassification adjustments (105) 102 (965)
Before tax effect (337) 32 (3,097)
Tax effect 99 (11) 910
Total (238) 21 (2,187)
Total other comprehensive loss ¥ (422) ¥ (371) $ (3,878)
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17. Leases

The Group utilizes finance leases for store equigmieeased assets arising from finance
lease transactions which do not transfer owneitshipe lessee are depreciated to a residual

value of zero by the straight-line method usingdbetract term as the useful life.

The Group continues to account for finance leamestctions not involving the transfer of

ownership that commenced prior to April 1, 200®perating lease transactions.

The followingpro formaamounts represent the acquisition costs, accuaetlidgpreciation
and net book value of the leased assets at March020 and 2019 which would have been
reflected in the accompanying consolidated balahets if finance lease accounting had

been applied to the finance leases currently adedur as operating leases:

Millions of yen

2020 2019
Acquisition Accumulated Netbook  Acquisition Accumulated Net book
cost depreciation value cost depreciation value
Buildings and
structures ¥ 3,924 ¥ 3,433 ¥ 491 ¥ 3,924 ¥ 3,237 ¥ 687
Thousands of U.S. dollars
2020
Acquisition Accumulated Net book
cost depreciation value
Buildings and
structures $ 36,056 $31,544 $ 4,512
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17. Leases (continued)

Lease payments relating to finance leases accoufdedas operating leases, the
corresponding depreciation computed by the strdightmethod for the respective lease
periods assuming a nil residual value, intereseagp computed by the interest method, and
accounted for as operating leases for the yearsdeibrch 31, 2020 and 2019 were
summarized as follows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Lease payments ¥ 216 ¥ 216 $ 1,985
Depreciation 196 196 1,801
Interest expense 7 9 64

Future minimum lease payments subsequent to MdrcR(20 for finance leases accounted
for as operating leases were summarized as follows:

Thousands ¢

Year ending March 31, Millions of yen U.S. dollars
2021 ¥ 211 $1,93¢
2022 and thereatftt 357 3,280
Total ¥ 568 $ 5,219

Future minimum lease payments subsequent to Mdrch(020 for non-cancelable operating
leases as a lessee were summarized as follows:

Thousands ¢

Year ending March 31, Millions of yen U.S. dollars
2021 ¥ 3534 $ 32,47:
2022 and thereaftt 27,614 253,73!
Total ¥ 31,14¢ $ 286,20¢

Future minimum lease receipts subsequent to Mat¢cl2@&0 for non-cancelable operating
leases as a lessor were summarized as follows:

Thousands ¢

Year ending March 31, Millions of yen U.S. dollars
2021 ¥ 263 $ 2417
2022and thereaft 3,03¢ 27,89¢
Total ¥ 3,29¢ $ 30,31¢
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18. Supplementary Information on the Consolidated tatement of Cash Flows
Information on significant non-cash transactions:
Asset retirement obligations

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Increase in asset retirement obligations ¥ 1,003 ¥ 453 $9,216

Leased assets and lease obligations related tocknigases newly entered into during the
years ended March 31, 2020 and 2019

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
Leased assets and lease obligations
related to finance leases ¥ 488 ¥ 565 $ 4,484

The exercise of stock acquisition rights attacloecbinvertible bonds during the years ended
March 31, 2020 and 2019

Thousands of

Millions of yen U.S. dollars

2020 2019 2020
(Loss) gain on disposal of treasury shares
due to an exercise of stock acquisition
rights ¥ (73) ¥ 41 $ (671)
Decrease of treasury shares due to an
exercise of stock acquisition rights o573 959 5,265
Decrease of convertible bonds with stock
acquisition rights due to an exercise of
acquisition rights ¥ 500 ¥ 1,000 $ 4,594
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18. Supplementary Information on the Consolidated fatement of Cash Flows
(continued)

Major components of assets and liabilities of newbnsolidated subsidiaries due to
acquisition of their shares during the year endeddi 31, 2020:

The summary of assets acquired and liabilitiesrassiuat the inception of consolidation of
Jtop Co., Ltd. and Yumemiru Co., Ltd., newly coidated subsidiaries through the
acquisition of stocks, acquisition cost and netnpayt for acquisition of stocks is as follows:

Thousands of
Millions of yen U.S. dollars

2020 2020

Current assets ¥ 1,257 $ 11,550
Long-term assets 293 2,692
Customer-related intangible assets 750 6,891
Goodwill 2,513 23,091
Current liabilities (716) (6,579)
Long-term liabilities (793) (7,286)
Deferred tax liabilities (254) (2,334)
Acquisition cost of stock 3,050 28,025
Cash and cash equivalents of acquired

companies (668) (6,138)
Net payment for acquisition of stocks ¥ 2,382 $21,887
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19. Related Party Transactions

(a) Principal transactions between the Companyreladed parties during the years ended
March 31, 2020 and 2019 were summarized as follows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
SHOEI Co., Ltd.:
Insurance expense ¥ 9 ¥ 38 $ 83
Masataka Kubo:
Disposition of treasury stock 40 40 368
Kazutoshi Tomonori:
Advisory fee 24 24 221

The outstanding balance of prepaid expenses relatadurance expense outlined above
regarding SHOEI Co., Ltd. (“SHOEI") amounted toanild ¥4 million at March 31, 2020
and 2019, respectively. There were no outstanbalgnces with Masataka Kubo and
Kazutoshi Tomonori at March 31, 2020 and 2019, eetyely.

SHOEI is a majority owned company by a director #reldirector’s relatives, located
in Nisshin City, Aichi Prefecture and it is engagadthe insurance agency business.
The capital amount of SHOEI was ¥90 million ($823@usand) and ¥90 million at March
31, 2020 and 2019, respectively. Masataka KulmoRsesident of the Company, and
Kazutoshi Tomonori is an advisor of the Companilatch 31, 2020 and 2019.

Insurance premiums are determined in the same masrgeneral insurance offered by
insurance companies. Disposition of treasury siscue to allocation of treasury
stock based upon a system of remuneration of shaitbs restriction on transfer.
Advisory fee is determined upon mutual consultation

(b) Principal transactions between the Companybsisiiaries and related parties during the
years ended March 31, 2020 and 2019 were summaagzéalows:

Thousands of

Millions of yen U.S. dollars
2020 2019 2020
SHOEI Co., Ltd.:
Insurance expense ¥ 2 ¥ 10 $ 18

No outstanding balance of prepaid expenses refatedurance expense outlined above
regarding SHOEI both at March 31, 2020 and 2019.

Insurance premiums are determined in the same masrgeneral insurance offered by
insurance companies.
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20. Business Combinations
(a) Transactions under common control
Additional acquisition of shares in the subsidiary
1. Outline of the transaction
(1) Name and business description of acquired cagpa

Name of company: e-Logi Co., Ltd.
Business description: Cargo transportation, wars@ooanagement, etc.

(2) Dates of the business combination
September 2, 2019
(3) Legal form of business combination
Acquisition of shares from non-controlling inteest
(4) Company name after the business combination
e-Logi Co., Ltd.
(5) Other matters concerning transaction
The voting ratio of shares on additional acquisiticas 20%

The purpose of the Group’s additional acquisit®toi integrate operations on
managing resources and streamline the decisionAggkbcess.

2. Accounting treatment

The Company accounted for such additional acqarsiis the transaction with the
non-controlling interest considering as a transactinder the common control in
accordance with “Accounting Standard for Businessm@inations” (ASBJ
Statement No. 21, issued on January 16, 2019) éwddance on Accounting
Standard for Business Combinations and Accountimgndard for Business
Divestitures” (ASBJ Guidance No. 10 issued on Janaé, 2019).
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20. Business Combinations (continued)
(a) Transactions under common control (continued)
3. Matters related to additional acquisition ofrglsain the subsidiary

Acquisition cost and type of consideration

Consideration for acquisition: Cash and deposits¥10 million ($92 thousand)
Acquisition cost: ¥10 million ($92 thousand)

4. Matters relating to change in the Company’s tyggie to transactions with non-
controlling interests

(1) Main reasons for change in capital surplus
Additional acquisition of shares in subsidiary
(2) Decrease in capital surplus due to transactiotisnon-controlling interests
¥10 million ($92 thousand)
(b) Business combination through an acquisition (dp Co., Ltd.)
1. Outline of the business combination
(1) Name and business description of acquired cagpa
Name of company: Jtop Co., Ltd.
Business description: Delivery of general cargohsas free papers, job
magazines, and other magazines
(2) Reasons for the business combination
The Company has made efforts to reinforce the tiegiplatform and service
structures. Jtop Co., Ltd., which became a sufnsidprovides services that
utilizes the rack media businesses and the logigituctures linked to the
business.
Jtop Co., Ltd. was founded in 1979. Since them Gbmpany has established
a distribution network for industries such as rayw and bookstores.
Currently, it owns more than 30,000 rack mediaapah including places such
as convenience stores. The Company believes ti@irporating this

nationwide distribution network into the businest wad to strengthening the
logistics platform as well as providing better andre efficient services.

52



EDION Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (coatihu

20. Business Combinations (continued)
(b) Business combination through an acquisition (dp Co., Ltd.) (continued)
1. Outline of the business combination (continued)
(3) Dates of the business combination
December 31, 2019
(4) Legal form of business combination
Acquisition of shares
(5) Company name after the business combination
Jtop Co., Ltd.

(6) Ratio of voting rights acquired

Before business combination : 0%
At the date of business combination : 100%
After business combination : 100%

(7) Major reason for determining the acquired conypa
The Company acquired shares of Jtop Co., Ltd.sh.ca

2. Financial performance period of the acquiredgamy included in the consolidated
financial statements

January 1, 2020 to March 31, 2020

3. Acquisition cost and type of consideration

Consideration for acquisition: Cash and deposits¥1,750 million ($16,080 thousand)
Acquisition cost: ¥1,750 million ($16,080 thousand

4. Details and amount of major acquisition-relatesdts

Advisory fee and others: ¥4 million ($37 thousand)
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20. Business Combinations (continued)

(b) Business combination through an acquisition (dp Co., Ltd.) (continued)

5.  Amount of goodwill, reason for recognition, aadortization method and period

(1) Amount of goodwiill

¥1,206 million ($11,082 thousand)

(2) Reason for recognition

Goodwill was recognized because the acquisitiohexaseeded the net amounts

of assets acquired and liabilities assumed.

(3) Amortization method and period

Straight-line method over 10 years

6. Amounts and major components of assets acqamddiabilities assumed on the

acquisition date

Current assets
Fixed assets

Total assets

Current liabilities
Long-term liabilities
Total liabilities

Thousands of

Millions of yen U.S. dollars
2020 2020

¥ 1,189 $ 10,925

190 1,746
¥ 1,379 $12,671
¥ 681 $ 6,257

650 5,973
¥ 1,331 $12,230
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20. Business Combinations (continued)
(b) Business combination through an acquisition (dp Co., Ltd.) (continued)
7. Estimated impact on the consolidated statenféntome for the year ended March
31, 2020 assuming the business combination hadmectat the beginning of the

fiscal year, and the calculation method.

Thousands of
Millions of yen U.S. dollars

2020 2020
Net sales ¥ 2,882 $ 26,482
Operating income 1 9
Profit before income taxes 1 9
Loss attributable to owners of parent (30) (276)
Yen U.S. dollars
Amounts per share:
Loss attributable to owners of parent
— Basic ¥ (0.28) $ (0.00)

(Method of calculating the estimated impact)

The estimated impact is the difference between saé¢s and profit or loss
information calculated assuming that the businesshination had completed at the
beginning of the fiscal year ended March 31, 2028 laad net sales and profit or
loss information in the Company’s consolidatedestant of income.

In addition, amortization is calculated assumingttthe goodwill and other
intangible assets recognized upon the businessinatidn were recognized at the
beginning of the fiscal year ended March 31, 2020.

The above information is not intended to suggessitdte events in the future.
Moreover, it does not represent actual operatirgulte even if the business
combination had been completed at the beginnirigeofiscal year.

The amount of estimated impact is unaudited.

8. Amounts allocated to intangible assets, other thaodwill, and component by
major type, and the weighted average amortizateriogd.

Customer-related intangible assets: ¥750 millidh&$1 thousand) (7 years)
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20. Business Combinations (continued)

(c) Business combination through an acquisition (Yonemiru Co., Ltd.)

1. Outline of business combination

(1)

(2)

®3)

(4)

Name and nature of business of acquired company

Name of company: Yumemiru Co., Ltd.
Name of business: Operation of programming school

Reasons for the business combination

The Company has initiated a new project called SBdRobot Academy,” which
is an educational business involving computer @ogning, in December 2018
to not only encourage children to acquire knowledgel skills but also
contribute to nurturing their development of cre&fi and practical
understanding. Currently, the Company operatesctdmanaged schools in
Nishinomiya City in Hyogo Prefecture, Hiroshima \Ciin Hiroshima
Prefecture, Nagoya City in Aichi Prefecture, andtddgama City in Ehime
Prefecture. The Company intends to further stiemgthe education business
through the acquisition of all of Yumemiru Co., Lsdshares.

Yumemiru Co., Ltd. has developed more than 100 trpbagramming classes
nationwide in the name of “Robodan” based on thecjple of “connecting
children’s interests to learning.” With a focus learning of the basics of
STEM (Science/Technology/Engineering/Mathematiai)cation, Yumemiru
Co., Ltd. has a unique curriculum that enables esitgl to acquire logical
thinking skills, problem solving skills and basiocgl skills on top of
programming and presentations. In addition, Yumer@io., Ltd. has formed
a Japanese national Robot Programming team withutstanding record who
participated in the 2018/2019 at WRO World Congmsfobot Programing.

In the future, the Company will further developstharea by utilizing its
strengths as well as those of Yumemiru Co., Ltdl arpand the education
business.

Dates of the business combination

December 31, 2019

Legal form of business combination

Acquisition of shares
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20. Business Combinations (continued)
(c) Business combination through an acquisition (Yonemiru Co., Ltd.) (continued)
1. Outline of business combination (continued)
(5) Company name after the business combination
Yumemiru Co., Ltd.

(6) Ratio of voting rights acquired

Before business combination : 0%
At the date of business combination : 100%
After business combination : 100%

(7) Major reason for determining the acquired conypa
The Company'’s acquisition of shares of Yumemiru, Ctd. in cash

2. Financial performance period of the acquiredgamy included in the consolidated
financial statements

January 1, 2020 to March 31, 2020

3. Acquisition cost and type of consideration

Consideration for acquisition: Cash and deposits¥1,300 million ($11,945 thousand)
Acquisition cost: ¥1,300 million ($11,945 thousand

4. Amount of goodwill, reason for recognition, amortization method and period
(1) Amount of goodwiill
¥1,307 million ($12,010 thousand)
(2) Reason for recognition

Goodwill was recognized because the acquisition abthe acquisition date
exceeded the net amounts of assets acquired &ildiéa assumed.

(3) Amortization method and period

Straight-line method over 10 years
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20. Business Combinations (continued)
(c) Business combination through an acquisition (Yonemiru Co., Ltd.) (continued)

5. The amounts and major components of assetsradgamnd liabilities assumed on
the acquisition date

Thousands of
Millions of yen U.S. dollars

2020 2020
Current assets ¥ 69 $ 634
Fixed assets 103 946
Total assets ¥172 $ 1,580
Current liabilities ¥ 36 $ 331
Long-term liabilities 142 1,305
Total liabilities ¥ 178 $ 1,636

6. Estimated impact on the consolidated statenféntome for the year ended March
31, 2020 assuming the business combination hadrectat the beginning of the
fiscal year ended, and the calculation method.

Thousands of
Millions of yen U.S. dollars

2020 2020
Net sales ¥ 120 $ 1,103
Operating loss (192) (1,764)
Loss before income taxes (189) (1,737)
Loss attributable to owners of parent (189) (1,737)
Yen U.S. dollars
Amounts per share:
Loss attributable to owners of parent
— Basic ¥ (1.74) $ (0.02)
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20. Business Combinations (continued)

(c) Business combination through an acquisition (Yonemiru Co., Ltd.) (continued)

6.

Estimated financial effect on the consolidatétesnent of income for the year
ended March 31, 2020 assuming the business condnnbhad occurred at the
beginning of the fiscal year ended, and the calmrianethod. (continued)

(Method of calculating the estimatedimpact)

Estimated impact is the difference between of aletssand profit or loss information
calculated assuming that the business combinaadrchmpleted at the beginning
of the fiscal year ended March 31, 2020 and netssahd profit or loss information
in the Company’s consolidated statement of income.

In addition, amortization is calculated assumingttthe goodwill and other
intangible assets recognized upon the businessinatiin were recognized at the
beginning of the fiscal year ended March 31, 2020.

The above information is not intended to suggessitdte events in the future.
Moreover, it does not represent actual operatirgulte even if the business
combination had been completed at the beginnirigeofiscal year.

The amount of estimated impact is unaudited.
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21. Segment Information

Reportable segments of the Group are “Sales of ledeatric appliances” and “Others.” As
the “Others” segment is immaterial to the segmenalt the disclosure of segment
information for the years ended March 31, 20202010 has been omitted.

Impairment loss for all segments was recorded énaimounts of ¥1,839 million ($16,898
thousand) and ¥1,082 million for the years endedchl&1, 2020 and 2019, respectively.

Amortization of goodwill for all segments was reded in the amounts of ¥269 million
($2,472 thousand) and ¥218 million for the yearsleen March 31, 2020 and 2019,
respectively. Remaining balance of goodwill for s#ggments was recorded in the amounts
of ¥2,986 million ($27,437 thousand) and ¥715 ilias of March 31, 2020 and 2019,
respectively.

As sales of products and services to external me&st®in a single segment account for more
than 90% of net sales in the consolidated statenfeantome, the disclosure of the segment
information by product and service for the yeardeghMarch 31, 2020 and 2019 has been
omitted.

As there were no overseas sales of products anidasgto external customers, the disclosure
of net sales by geographical region for the yeaded March 31, 2020 and 2019 has been
omitted.

As there was no property and equipment locatedseasr, the disclosure of property and
equipment by geographical region as of March 32026hd 2019 has been omitted.

As sales of products and services to specific custe account for less than 10% of net sales
in the consolidated statement of income, the dssol® of information by major customers
for the years ended March 31, 2020 and 2019 hasdredted.

22. Subsequent Events

Distribution of retained earnings of the Company

The following distribution of retained earnings March 31, 2020 was approved at the
Company’s annual general meeting of shareholdddsdmeJune 26, 2020:

Thousands of
Millions of yen  U.S. dollars

Year-end cash dividends of ¥16.00 ($0.15) per share ¥ 1,712 $ 15,731
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